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For  Reference 

Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 


INTERESTED 

A  DIESEL  THAT  CAN 

DELIVER  THIS 

KIND  OF  MILEAGE? 


* tt  o  no  □ 


Traditionally,  diesel  engines 
have  been  known  to  last  a  long 
time.  (Their  high  internal  pres- 
sures require  rugged  con- 
struction.) 

Traditionally,  Volvos  have 
been  known  to  last  a  long  time. 
(Our  high  internal  standards 
require  rugged  construction,  as 
well.) 

It  only  makes  sense  then  that 
a  diesel-equipped  Volvo  is 
designed  to  deliver  more  than  a 
good  EPA  number*  It  should 
deliver  a  good  number  of  years. 


We  can't  guarantee  youll  rack 
up  a  hundred  thousand  miles  on 
your  Volvo.  But  chances  are  you 
won't  end  up  having  to  trade  it 
in  just  about  the  time  you're 
done  paying  for  it,  either. 

Of  course,  owning  a  car  that 
will  be  around  for  many  miles 
doesn't  mean  much  unless  driv- 
ing them  is  an  absolute  pleasure. 
So  Volvo  provides  its  GL  Diesel 
Sedan  with  amenities  such  as  an 
electrically  heated  driver's  seat. 
To  get  you  comfortably  through 
all  those  long  winters  to  come. 


A  twelve  vent  air  conditioner. 
To  get  you  comfortably  through 
all  those  sticky  summers  to 
come. 

Even  a  sun  roof.  Just  to  get 
you  comfortably  through  all  the 
temperatures  in  between. 

The  choice  is  simple.  If  all  you 
want  is  better  mileage,  you  can 
buy  any  diesel. 

And  get  quantity. 

Or  you  can  buy  a  Volvo.  And 
get  something  substantially  more 
impressive.  VOLVO 

Quality.    A  car  you  can  believe  in 


("ID]  ^ct  .  ^  7  ''**  M  '" '  J~'l"or  d'"el  sedan  and  "agm  irensmissim  and  overdrive.  Use  these  numbers  for  comparisons.  Actual  mpg  max  differ  depending  on  speed,  trip  length  and  weather. 
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rake  this  $66.45  Basic  Management  Library  for  only  $3.95 
as  your  introduction  to  The  Executive  Program® 

You  simply  agree  to  buy  3  more  books — at  handsome  discounts — within  the  next  12  months. 


I  his  carefully  selected  three-volume 
set  is  guaranteed  to  increase  your 
knowledge  of  all  facets  of  manage- 
ment by  giving  you  the  skills,  tools, 
and  techniques  necessary  to  succeed. 


IARVARD  BUSINESS  REVIEW— ON  HU- 
IAN  RELATIONS.  The  human  side  of  man- 
gement.  Includes:  •  Putting  Judgement  Back 
ito  the  Manager's  Job  •  Developing  People's 
alents  •  Intuitive  Ways  of  Relating  to  People  • 
eing  an  Effective  Leader.  Publisher's  Price: 
15.00 

tCCOUNTING  HANDBOOK  FOR  NON- 
lCCOUNTANTS.  Second  Edition.  Clarence 
1.  Nickerson.  Explains  the  entire  range  of  prac- 
ical  accounting  principles  underlying  all  annual 
eports,  balance  sheets  and  income  statements, 
pecific  areas  including  cash  flow  analysis, 
udgeting,  depreciation,  ratio  analysis,  asset 
aluation  and  income  determination  are  dis- 
ussed  in  a  clear,  direct-to-the-point  manner, 
'ublisher's  Price:  $27.50 


MANAGEMENT:  Tasks,  Responsibilities, 
'radices.  Peter  F.  Drucker.  The  emphasis  is  on 
he  accomplishments  that  a  successful  manager 
leeds  to  achieve.  Chapters  include:  The  Power 
ind  Purpose  of  Objectives,  Making  Work  Pro- 
luctive,  Managerial  Communication,  Decision 
taking,  Organizational  Structure,  Business 
ind  Government,  Managing  Growth  and  Di- 
'ersity  and  much  more.  Case  histories  are  in- 
:luded.  839  pages.  Publisher's  Price:  $23.95 


The  Executive  Program®  is  a  profes- 
sional book  club.  For  almost  two 
decades  we've  been  helping  men  and 
women  keep  up  with  the  swiftly 
changing  world  of  business.  We  have 
the  books  that  give  you  the  know-how 
to  keep  moving  forward  in  your  ca- 
reer— from  how  to  influence  people 
to  how  to  develop  fresh  business 
ideas,  from  finance  to  management  to 
promotion.  Join  now  ana  see  for 
yourself. 


4  Good  Reasons  to  Join 

1.  The  Finest  Books.  Of  the  hundreds  and  hundreds 
of  books  submitted  to  us  each  year,  only  the  very 
fines!  are  selected  and  offered.  Moreover,  our  books 
are  always  of  equal  quality  to  publishers'  editions. 
never  economy  editions. 

2.  Big  Savings.  In  addition  to  getting  the  Basic 
Management  Library  for  only  $3.95  when  your  join, 
you  keep  saving  substantially— up  to  30%  and  occa- 
sionally even  more.  (For  example,  your  total  savings 
as  a  trial  member-including  this  introductory 
offer-can  easily  be  over  50%.  That's  like  getting 
every  other  book  free!) 

3.  Bonus  Books.  Also,  you  will  immediately  become 
eligible  to  participate  in  our  Bonus  Book  Plan,  with 
savings  up  to  70%  off  publishers'  prices. 

4.  Convenient  Service.  At  3-4  week  intervals  (16 
times  per  year)  you  will  receive  the  Book  Club 
News,  describing  the  Main  Selection  and  Alternate 
Selections,  together  with  a  dated  reply  card.  If  you 
want  the  Main  Selection,  do  nothing  and  it  will  be 
sent  to  you  automatically.  If  you  prefer  another 
selection,  or  no  book  at  all,  simply  indicate  your 
choice  on  the  card,  and  return  it  by  the  date 
specified.  You  will  have  at  least  10  days  to  decide.  If, 
because  of  late  mail  delivery  of  the  News,  you 
should  receive  a  book  you  do  not  want,  we  guaran- 
tee return  postage. 


The  Executive  Program® 

Riverside,  New  Jersey  08075 


3-AZ3 


Please  accept  my  application  for  trial 
membership  and  send  me  the  Basic 
Management  Library-C  (10075),  billing 
me  only  $3.95. 1  agree  to  purchase  at  least 
three  additional  Selections  or  Alternates 
over  the  next  12  months.  Savings  range 
up  to  30%  and  occasionally  even  more. 
My  membership  is  cancelable  any  time 
after  I  buy  these  three  books.  A  shipping 
and  handling  charge  is  added  to  all 
shipments. 

No-Risk  Guarantee:  If  you  are  not  satis- 
fied—for any  reason— you  may  return  the 
Basic  Management  Library  within  10 
days  and  your  membership  will  be  can- 
celed and  you  will  owe  nothing. 


Name. 


Name  of  Firm. 


(If  you  want  subscription  sent  to  your  office.) 

Address  


City- 
State. 


.Zip. 


(Offer  good  in  Continental  U.S.  and 
Canada  only.  Prices  slightly  higher  in 
Canada.) 
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129Cover  Story  A  baseball 
club  management  suited 
to  the  times. 


52  Deere  &  Co.:  The  best  is 
yet  to  come 


39  Deflation: 

What's  Good  Sometimes  Hurts 

A  tide  of  price  decreases  is  rolling  through  the 
economy,  gaining  strength  every  day.  Now 
that  it's  finally  happening,  many  people 
aren't  sure  it's  what  they  wanted. 

40  Investments:  , 
Answered  Prayers 

Some  big  corporations  lobbied  hard  for  the 
SEC's  new  Rule  415.  They  may  not  be  as 
happy  with  it  as  they  thought. 

41  Government: 
The  Safety  Net 

Does  Reagan  really  want  to  take  it  down? 
Let's  look  at  the  numbers. 

42  Transportation: 

The  Norfolk  Southern's  Master  Plan 

It  has  the  trucking  industry  plenty  scared. 

43  Nicaragua: 

What's  The  U.S.  To  Do? 

The  Sandinistas  want  to  talk  to  us.  Sounds 
reasonable.  The  only  problem  is:  What  is 
there  to  talk  about-? 

45  Brazil: 

Misery  Finds  Company 

A  country  with  some  big  problems  of  its  own 
finds  itself  holding  a  lot  of  that  dubious  Polish 
paper. 

50  Regulators: 

Varying  Rates  With  Risk 

Why  insure  all  banks  equally,  asks  FDIC 
Chairman  William  Isaac. 

52  Companies: 
Deere  &  Co. 

A  once-in-a-lifetime  opportunity? 

57  Natural  Gas: 

Why  Reagan  Backed  Off 

Deregulation  through  the  back  door. 

62  Companies: 
Safeway 

Giant  companies  don't  get  into  trouble  over- 
night. First  there  are  the  quiet  warnings. 
Listen  carefully. 

64  Government: 

Preempting  Product  Liability 

A  proposed  new  law  has  businessmen  cheer- 
ing and  lawyers  groaning. 


70  The  Money  Men: 
Edward  (Ned)  Heizer 

His  portfolio  is  sagging,  but  he  has  a  new 
concept:  Deconglomeration. 

72  Banking: 

Hospitality  In  Delaware 

Actually,  a  shrewd  form  of  protectionism. 

74  Guard  And  Security  Companies: 
Plodding  Along 

Crime  is  soaring.  Why  aren't  they? 

81  Saudi  Arabia: 

Something  Of  Value 

The  Saudis'  staggering  industrial  develop- 
ment program  "defies  conventional  wis- 
dom," concedes  a  high  Saudi  official.  "It  is  a 
child  from  the  cradle  of  our  mores  and  tradi- 
tions." What  happens  to  the  world  petro- 
chemical industry  if  it  succeeds? 

90  Islam: 

The  Sunnis  And  The  Shiites 

What  does  a  1,300-year-old  schism  have  to  do 
with  the  price  of  gasoline?  Plenty. 

100  The  Numbers  Game: 
A  Curious  Compromise 

In  which  a  company  discloses  a  profit  and  a 
loss  simultaneously — thanks  to  the  SEC. 

104  Profiles: 
Jack  Pratt 

Thank  God,  just  a  country  boy. 

106  The  Streetwalker: 
Eastman  Kodak 

The  sharper  analysts  focus  farther  out. 

110  Taxing  Matters: 
Skimscam 

The  courts  don't  think  much  of  it  so  far.  But 
the  IRS  wants  you  to  know  all  about  its  new 
"sting"  operation  anyway. 

116  Semiconductors: 

American  Companies  Fight  Back 

Is  joint  R&D  the  answer  to  MITI? 

121  Companies: 
Carpenter  Technology 

Steel  is  far  from  dead — if  you  happen  to  make 
the  right  kind. 

122  Companies: 
Dorsey  Corp. 

"Lct'sbecome  the  enemy!" 
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110  Taxing  Matters:  An 
Undercover  operation  the 
IRS  wants  to  talk  about 


116  Semiconductors:  It  's 
about  profits  as  much  as 
technology 


122  Dorse)>  Corp.:  If  you 
can  't  lick  'em,  join  em 


208  The  Streetwalker:  A  lit- 
tle bounce  comes  back  to 
Goodyear. 


129  Cover  Story: 

The  Best-Run  Business  In  Baseball 

"I'll  bet  on  the  guy  who  comes  in  early  and 
stays  late,"  says  Peter  O'Malley.  Which  is 
how  he  runs  the  Los  Angeles  Dodgers. 

156  Personal  Affairs: 

"Daughters  Of  The  Wind" 

Even  in  a  soft  market  for  collectibles,  the 
popularity  of  Arabian  horses  has  soared. 

167  Special  Report: 

1982  Annual  Banking  Survey 

Performance  and  outlook  for  the  nation's 
100  largest  bank  holding  companies,  50  larg- 
est trust  operations  and  25  biggest  S&Ls. 

182  The  Up-And-Comers: 
Quadrex  Corp. 

A  nuclear  pioneer  faces  a  classic  test. 

186  The  Up-And-Comers: 

Mr.  Coffee;  American  House  Calls 

Looking  for  an  encore;  calling  the  doctor. 

190  The  Up-And-Comers: 
Binney  &  Smith 

No  more  coasting  on  a  famous  name. 

Faces  Behind  The  Figures 

194  George  Stathakis, 

General  Electric  Trading  Co. 
194  Morris  Belzberg, 
Budget  Rent  A  Car  Corp. 

194  Arthur  Kelly, 
Hollywood  Park 

195  Paul  Wayne  Wright, 
Abu  Dhabi  International  Bank 
195  John  Fielder, 

Associated  Builders  and  Contractors 

199  Klaus  Heiss, 

The  Space  Transportation  Co. 

199  Arnold  Katzen, 
Gallery  owner 


206  The  Streetwalker: 

Texas  Stocks;  Goodyear;  Beverage  Mgt. 

Is  Texas  a  sell?  Do  cheap  oil  and  rubber  mix? 
How  do  you  play  Seven-Up  cola? 

212  Statistical  Spotlight: 
Bear  Market  Beauties 

Hard  times,  good  performance. 
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HELP  YOU  SOLVE 


FINANCE 

/ 


It's  the  problem  of  communicating  and  using  information  to 
make  your  company  more  productive. 

The  problem  may  be  in  your  marketing  or  R&D  group.  It  could 
be  hurting  your  financial  or  engineering  department. 

Wherever  the  problem,  it  hurts  your  entire  company.  But 
Harris  has  solutions.  We  offer  the  broadest  range  of  products  to 
expand  your  current  systems— without  costly  interruptions. 


Super-minicomputers  for  your 
engineering  and  R&D  departments 

Our  super-minicomputers  are  specifically 
designed  for  engineering,  scientific  and  general 
business  data  processing.  They  offer  outstand- 
ing power,  performance  and  reliability.  With 
over  300  software  applications,  including 
|    computer-aided  design  and  simulation. 


Distributed  data  processing  for 
all  of  your  departments 

Whether  you  want  to  support  a  centralized 
data  base— or  a  departmental  system— we've  got 
solutions.  Our  remote  batch  and  interactive  termi- 
nals grow  easily  into  distributed  data  processing 
systems.  Powerful  features  include:  Support  of 
multiple  host  computers.  An  exclusive  fiber  optic 
data  link  for  high-speed  data  transmission.  Word 
processing  matched  precisely 
to  your  needs. 


Digital  PBX's 
to  increase  productivity 

Harris  digital  PBX  telephone 
systems  help  reduce  costs  and 
increase  productivity -by 
switching  both  voice  and  data. 
Among  the  benefits:  Least-cost 
routing.  Automatic  call  back.  And 
detailed  station  message  accounting. 

Our  solutions  help  increase  productivity 
in  every  department.  To  help  your  whole 
company  run  more  efficiently.  Wherever 
your  problem,  Harris  has  a  solution. 


For  a  copy  of  the  Harris  Integrated  Information  Processing  Systems  brochure,  send 
your  business  card  or  write  on  your  company's  letterhead  to  Jack  C.  Davis,  Group 
Vice  President,  Department  6,  Information  Systems,  Harris  Corporation,  1025  West 
Nasa  Boulevard,  Melbourne,  FL  32919.  Or  phone  305-727-9100. 
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Side  Lines 


I 


Unenlightened  self-interest 

We've  a  policy,  a  sensible  one,  of  not  printing  unsigned  letters  i 
Readers  Say.  I  make  an  exception  in  this  space,  however,  for  on 
thanking  us  for  our  article  on  mismanagement  at  GAF  Corp.  (Forbes 
Mar  15).  The  letter  said:  "When  the  time  comes  to  cut  back  it  is  th 
people  out  in  the  field  who  get  it,  not  the  executives  at  the  top  wh 
really  did  the  fouling  up.  .  .  .  I'm  really  glad  your  magazine  has  th 
guts  to  tell  it  like  it  is."  Shortly  after  laying  off  a  couple  of  hundrec 
employees,  GAF's  boss  gave  himself  a  handsome  raise  and  begar 
negotiations  to  sell  the  company  on  terms  that  could  well  yield  him  ; 
handsome  profit.  Of  situations  like  this,  one  of  Japan's  greates 
businessmen,  Sony's  Akio  Morita,  said:  "When  things  get  bad  toe 
many  of  your  American  companies  lay  off  their  workers;  it's  tht 
bosses  who  should  be  fired." 

Islam  and  your  gas  tank 

Whether  or  not  OPEC's  moguls  will  get  their  act  together  at  thi; 
particular  time,  we  don't  know.  This  we  do  know:  Lower  prices  dc 
nothing  to  increase  the  world's  reserves  of  oil.  This  is  why  Executive 
Editor  Jim  Cook  predicted  confidently  in  his  cover  story  in  our  Mar.  15 
issue  that  the  so-called  oil  glut  was  only  a  "temporary  oversupply."  Wt 
still  think  that,  and  in  this  issue  Jim  Cook  evaluates  the  divisions 
within  Islam  that  could  send  oil  prices  soaring.  The  whole  Middle  East, 
he  points  out,  is  a  virtual  minefield  for  U.S.  policymakers  (see  p.  90). 

[ns  of  the  times 

At  the  Dodger  spring  training 
camp  last  month,  West  Coast  Bu- 
reau Manager  John  Merwin  was 
the  only  business  journalist  in  a 
sea  of  sportswriters.  "While  ten 
writers  were  asking  a  player  what 
kind  of  pitch  he  hit  over  the  palm 
trees,"  Merwin  reports,  "I  was 
asking  what  it's  like  to  work  for  the  Dodgers.  Suddenly  the  glaze  in  the 
player's  eyes  was  gone,  and  he  got  surprisingly  thoughtful.  Sandy 
Koufax,  for  example,  not  known  in  earlier  years  for  enduring  interviews 
gracefully,  talked  with  patience,  passion  and  insight." 

One  night  in  the  cafeteria  at  Vero  Beach,  Merwin  saw  a  minor 
leaguer  point  to  the  cheese  and  ask,  "Is  that  Brie?"  It  was,  and  John  had 
no  doubts  that  baseball  had  changed  since  Babe  Ruth's  hot-dog  orgies. 
Upon  asking  at  the  concession  stand  why  "autographed"  baseballs 
weren't  really  autographed,  but  printed  with  players'  names,  Merwin 
was  told:  "You  think  a  guy  making  300  grand  a  year  is  going  to  sign 
baseballs?"  Read  all  about  it;  starts  on  page  129. 

Are  you  sincerely  scared? 

Does  your  hand  tremble  when  you  phone  your  broker?  Wake  up  in  the 
middle  of  the  night,  perspiring  and  frightened?  Does  the  pit  of  your 
stomach  tell  you  the  economy  is  heading  for  the  rocks?  If  your  answer 
is  "yes,"  you  should  rejoice,  says  columnist  Srully  Blotnickfwp.  228). 

lake  the  cash  and  let  the  credit  go 

Our  oil  industry  received  a  black  eye  during  the  earlier  days  of  the 
energy  crisis,  thanks  in  part  to  incredibly  bad  public  relations.  It 
seems  the  boys  are  learning.  Carol  Curtis  reports  that  oilmen  have 
decided  to  forget  about  trying  for  a  victory  on  the  principle  of  natural 
gas  deregulation,  settling  instead  for  gradually  rising  prices  (see p.  57). 


Merwin,  Campanella  and  Koufax 
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rhe  person  who 


cranages 
his  fleet 


$  just  as  important  to  us  as 

lie  person  who  manages  this  fleet. 


fertz  Car  Leasing  offers  sizeable  advantages  to  every 
t  manager— whether  you  run  a  one-car  operation  or 
rsee  hundreds  of  vehicles, 
ve  give  the  small-fleet  manager  the  same  care  and 
imitment  shown  his  larger  counterpart.  While  the  big- 
t  manager  gets  the  same  personalized  attention 
)yed  by  his  opposite  number. 

vliat's  more,  every  Hertz  lease  includes  your  choice  of 
,  major  or  preventive  maintenance  programs,  tight 
t  control  systems,  a  vast  nationwide  network  of  over 
,000  local  service  facilities,  and  more, 
io  if  you'd  prefer  to  lease  from  a  company  that  believes 
quality  of  quality  regardless  of  size,  be  discriminating. 
Choose  Hertz  Car  Leasing. 

CALL  1-800-847-4068 
Or  fill  in  the  coupon. 


:G.  U.S.  PAT.  OFF  ©  HERTZ  SYSTEM  INC  1982 


r 


For  additional  information  on  Hertz  Car  Leasing,  fill  out 
this  coupon  and  mail  to: 

Mr.  Bob  Magnotta,  Hertz  Car  Leasing,  1633  Broadway, 
New  York,  N.Y  10019 


NAME. 


COMPANY. 
ADDRESS. 
CITY  


_STATE  ZIP. 


L 


_Car  . 

Hertz  leases  Fords  and  other  fine  cars.  'M; 


Trends 


Fdited  By  John  A.O)nway 


The  cost  of  smiling 

Even  the  Sunbelt's  salubrious  eco- 
nomic climate,  it  seems,  holds  tiny 
clouds.  Sunbelters,  for  instance,  must 
pay  more  for  their  happy  smiles,  ac- 
cording to  a  34-city  survey  of  dental 
costs  by  Johnson  &  Higgins,  the  in- 
surance people.  The  average  for  a 
tooth-cleaning  visit  was  $18.  In  Los 
Angeles  and  San  Francisco,  the  job 
cost  $24;  in  Houston,  $22.  Dentists  in 
not-so-sunny  Cincinnati  charged  only 
$14  for  cleaning  teeth,  and  in  Louis- 
ville, Richmond,  Atlanta,  Boston  and 
Minneapolis,  the  bill  was  $16. 

Detroit's  dilemma 

Pity  the  poor  automakers.  Billions 
spent  on  smaller,  fuel-efficient  cars 
they  were  sure  the  public  wanted,  and 
they  can  hardly  give  them  away — 
while  top-ticket  luxury  models  like 
General  Motors'  Cadillacs,  Ford's  Lin- 
colns  and  West  Germany's  Mercedes 
and  BMWs  are  selling  briskly.  Sales  of 
these  cars  were  up  5%  during  the  first 
two  months  of  1982,  some  much 
more  than  that — Lincoln  up  31%  and 
BMW  40%,  according  to  Ray  Win- 
decker,  a  research  manager  for  Ford's 
American  car  operations.  True,  these 
cars  have  been  down-sized,  but  their 
price  stickers  haven't  and  still  read 
$20,000  and  up.  Ragtop  convertibles, 
scrapped  years  ago  by  an  economy- 
minded  Detroit,  are  back.  GM's  presi- 
dent, F.  James  McDonald,  cites  the 
new  plentiful  supply  of  gasoline  as  one 
factor.  The  affluent  American  is  also 
willing  to  pay  for  elegant  wheels. 
"You  go  down  to  Florida,  you  go  down 
to  Texas,"  he  says.  "Some  of  those 
people  don't  even  know  there  is  a 
recession.  They  never  got  out  of  the 
market."  The  so-called  large  cars  are 
off  this  year,  but  they  still  sell,  with 
Chrysler  running  double  shifts  to  keep 
up  with  New  Yorker  sales  and  GM 
hanging  on  to  some  of  its  bigger  mod- 
els because  customers  seem  to  want 
them.  "It's  like  a  hockey  team  during 
a  change  in  lines,"  a  GM  official  says. 
"We  have  more  players  on  the  ice 
than  we  need,  but  we're  not  sure 
which  ones  to  put  on  the  bench." 

Present . . .  bar  codes! 

"Bar  codes,"  those  mysterious  patch- 
es of  lines  that  tell  supermarket  clerks 
how  to  ring  up  groceries,  are  coming 
of  age.  The  number  of  stores  using 
Universal  Product  Codes  (their  offi- 
cial name)  has  increased  tenfold  in  the 


last  four  years  (from  562  to  5,228, 
according  to  the  Food  Marketing  In- 
stitute), and  now  they  are  moving 
into  other  areas.  This  month  the  Pen- 
tagon will  begin  asking  its  suppliers  to 
use  them,  and  Detroit  is  reported 
ready  to  follow  suit.  The  military  has 
been  using  bar  codes  for  internal  in- 
ventory control  (the  Defense  depot  in 
Ogden,  Utah  uses  them),  and  the 
brass  want  to  extend  the  practice.  For 
obvious  reasons,  the  markings  will 
not  be  put  on  perishables  or  bulk  pe- 
troleum, but  they  will  have  to  appear 
on  commissary  wares  and  spare  parts. 
As  for  armaments,  the  Pentagon  is 
careful  to  note  that  weapons  and  the 
like  are  purchased  by  the  individual 
services,  not  the  Department  of  De- 
fense, so  presumably  tanks,  planes 
and  bullets  will  still  be  issued  without 
a  laser  reading  at  the  checkout 
counter.  The  automakers  are  more 
reticent.  They  have  been  using  bar 
codes  for  inventory  control  and  other 
purposes.  (Engine  components  carry 
them,  for  example,  so  a  scan  can  show 
whether  all  necessary  parts  have  been 
assembled.)  As  for  extending  the  sys- 
tem, however,  all  General  Motors  will 
say  is  that  at  present  it  is  "not  in  a 
position  to  talk  about  it." 

Breadbasket  bookkeeping 

American  farmers  won't  make  all  the 
money  that  was  expected  from  ex- 
ports this  year.  Volume  is  projected  to 
increase  by  4%,  but  the  cash  flow  will 
be  down  for  the  first  time  in  13  years. 
Instead  of  the  $45.5  billion  forecast 
last  fall,  the  take  for  the  fiscal  year 
ending  in  September  will  likely  be 
$42.5  billion,  $1.3  billion  below  the 


1981  figure.  The  principal  reasons  are 
the  world  economic  slowdown,  the 
strong  dollar  (which  makes  exports 
more  expensive)  and  lagging  corn 
shipments. 

A  tip  for  bankers 

Banks  should  use  their  lending 
strength  to  keep  big  depositors  from 
moving  to  money  market  funds  and 
other  high-paying  paper,  Denver  con- 
sultant Marilyn  Barnewall  told  a 
Washington,  D.C.  seminar.  Bankers 
could  offer,  say,  18-month  car  loans  at 
12%  by  requiring  a  $5,000  minimum 
in  a  low-paying  savings  account.  "We 
need  to  start  telling  customers  they 
cannot  have  it  both  ways,"  she  said. 
"If  they  want  credit  for  consumer  pur- 
chases at  a  reasonable  rate,  they  need 
to  keep  decent  deposits  in  the  bank." 

The  nondecision  makers 

When  a  captain  of  industry  snaps  out 
a  command  or  fires  off  a  memo,  what 
happens?  Half  the  time,  nothing,  ac- 
cording to  J.  Bonner  Ritchie,  professor 
of  organizational  behavior  at  Brigham 
Young  University.  Ritchie  and  a  Uni- 
versity of  California  colleague,  Ray 
Miles,  studied  six  months'  worth  of 
executive  minutes,  memos  and  bulle- 
tin board  ukases  in  a  string  of  compa- 
nies that  included  steel  mills,  food 
processors  and  electronics  firms  and 
then  checked  back  on  results.  Ritchie 
says  the  lack  of  action  stemmed  from 
three  main  causes.  Sometimes  the  ex- 
ecutive would  overcommit,  telling 
one  person  to  carry  out  two  direc- 
tives, for  example.  Sometimes  the 
person  responsible  didn't  think  much 
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The  personal  tax  summary 
thai  tan  put  information 
ou  need  at  your  fingertips 

vailablenowinDeanWitter's  Active  Assets  Account 


This  one  comprehensive  statement  lists  all  your: 


r  Year- End  Tax  Summary 
'ust  1  of  17  reasons  why 
nvledgeable  investors  all 
r  the  U.S.  have  enrolled  in 
an  Witter's  remarkable 
v  program. 

w,  instead  of  having  to 
her  together  from  various 
irces  your  dividend  and  in- 
est  statements,  securities 
eipts,  and  checks  you  need 
support  expense  payments, 
i  can  receive  one  compre- 
lsive  annual  statement  — 
luding  a  list  of  expenses 
t've  indicated  as  tax- 
luctible. 

l  qualify  for  this  unique 
vice  when  you  put  $20,000 
more  in  cash  and/or  securi- 
;  to  work  in  Dean  Witter's 
:ive  Assets  Account.  You'll 
)  benefit  from  these  16 
er  valuable  services: 

Automatic  investment  of  idle 
h. 

nvestment  of  idle  cash  for  high 
Id,  tax-exempt  income  or  in- 
le  from  government  securities. 

Ability  to  move  from  money 
rket  to  other  financial  opportu- 
es  as  they  arise. 

■Yee  check -writing. 

^heck-writing  against  assets  for 
amount  you  need. 

vloney  market  yields  as  well  as 
3  check-writing. 

5re- approved  borrowing 
vileges. 

..oan  repayments  at  your  con- 
lience. 

ienefit  from  float  until  payment 
e. 


Stock  and 
bond 

transactions 


10.  Monthly  analysis  of  your  finan- 
cial affairs. 

11.  International  VISA®  card  with 
no  pre-set  credit  limit. 

12.  Access  to  cash  when  you  travel 
without  having  to  bother  with 
travelers  checks. 

13.  Favorable  bank  rates  for  local 
currency  when  overseas. 

14.  Instant  toll-free  access  to 
account  information. 

1 5.  Professional  guidance  from  a 
trained  account  executive  respon- 
sible for  your  personal  invest- 
ment program. 

16.  Your  assets  working  for  you  — 
plus  constant  access  to  their 
buying  power. 

The  Active  Assets  Account  is  the 
first  step  in  Dean  Witter's  develop- 
ment of  the  "ultimate"  financial 
service.  Enrolling  in  it  now  will  en- 


m 


title  you  to  take  advantage 
not  only  of  its  existing  bene- 
fits, but  of  other  important 
privileges  and  opportunities 
we  expect  to  make  available 
in  the  future.  Depending  on 
your  tax  situation,  the  nomi- 
nal handling  fee  of  $30  a  year 
may  be  wholly  or  partially 
tax -deductible. 
For  a  copy  of  the  prospectus, 
plus  more  complete  informa- 
tion including  charges  and 
expenses,  return  the  coupon 
below.  There's  no  cost  or  obli- 
gation, of  course.  You  will 
want  to  read  the  prospec- 
tus carefully  before  making 
any  decisions  on  investing  or 
sending  money.  If  you  prefer, 
simply  call  toll-free: 

1-800-526-7443  Ext.  227 

(In  New  Jersey,  call  1 -8O0-522-4S03  Ext.  227) 

DEAN  WITTER  REYNOLDS 


Dean  Witter  Reynolds  Inc.     Ai7  for  4/12 
Client  Information  Services 
P.O.  Box  5013 
Clifton,  N.J.  07015 

Please  send  me,  without  obligation,  infor- 
mation on  the  Year- End  Tkx  Summary 
and  16  other  Active  Assets  Account 
benefits,  and  a  prospectus  for  the  pro- 
gram's three  funds. 


Name 
Address 

City  State  Zip 

(         )  I  )  

Business  phone  Home  Phone 

If  you  are  currently  a  Dean  Witter  Reynolds 
client,  please  indicate  your  Account  Executive's 
name  and  office: 
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This  service  is  available  only  for  individual  accounts  and  certain  types  of  trust  accounts.  It  is  not  available  in  Iowa,  Oklahoma  and  Oregon.  Member  SIPC 


EVERY  DAY  THE  AVERAGE 
USINESSMAN  COMMUTES  TO  THE 
NINETEENTH  CENTURY. 

It  wouldn't  take  very  long  for  the  average  twentieth  century  business- 
nan  to  feel  right  at  home  in  the  average  nineteenth  century  office. 

Because  for  the  most  part,  the  way  office  workers  and  executives 
vork  and  the  tools  they  use  are  merely  refinements  of         j*l  k  \ 
>rocedures  and  products  invented  in  the  1800s  or  before. 

The  typewriter  was  patented  in  1827.  The  pencil  j  j 

vith  an  eraser  attached  was  patented  in  1858.  The   

elephone  was  invented  in  1876  and  the  ball-point  pen  dates  from  1888. 

No  wonder  productivity  in  the  office  isn't  keeping  pace  with  the  times. 
At  Xerox,  helping  people  work  more  productively  is  our  business. 
Today  we  produce  advanced  machines  that  not  only  make  copies  of 
ncredible  quality,  but  automatically  reduce,  collate  and  staple  sets  together. 

Machines  that  create,  store  and  retrieve  documents  faster 
than  humanly  possible.  Machines  that  print  out  computer 
information  faster  than  ordinary  computer  printers. 

And  machines  that  help  business  professionals,  who  earn 
77%  of  the  salaries  paid  by  American  business,  create  reports 
with  charts,  tables  and  graphics,  in  hours  instead  of  days. 

There's  even  a  special  cable — called  the  Xerox  Ethernet  cable — that 
:an  connect  these  machines  into  an  information  network.  So  that 
:he  people  in  your  office  and  in  offices  around  the  country  can  have 
'he  information  they  need  to  get  their  jobs  done. 

In  fact,  Xerox  people,  machines  and  services  can  not  only 
hielp  you  stay  on  top  of  your  job,  but  even  get  ahead  of  it. 

Which  can  put  you  a  century  ahead  of  where  you  were  yesterday. 

XEROX 


CEROX®  is  a  trademark  of  XEROX  CORPORATION 


Here  today. 


There  today. 


Sprint  ^guaranteed  same'day 

package  delivery  makes 
"tomorrow"a  thing  of  the  past* 


Get  your  small,  urgent  package 
to  the  Eastern  counter  at  the 
airport.  We'll  rush  it  out  on  the 
very  next  flight.  And  provided 
that  flight  is  scheduled  to 
arrive  before  midnight,  you'll 
get  same-day  service.  We  guar- 
antee it.  Or  your  money  back. 

That's  Sprint  same-day 
package  service,  available  to 
more  than  90  cities  nationwide 


on  over  1,200  daily  flights. 

We  can  also  give  you 
Sprint  service  to  Canada, 
Mexico  and  other  interna- 
tional destinations. 

For  further  details,  rates 
and  flight  information,  call 
Eastern.  For  pickup  and 
delivery  in  the  U.S.,  call 
800-336-0336,  toll-free. 

^  1982  Eastern  Air  Lines,  Inc. 


EASTERN 


Trends 


of  the  order  and  ignored  it.  A  thirc 
factor,  in  5%  to  10%  of  unfulfillec 
decisions,  was  what  Ritchie  calls  the 
bean  theory.  "If  you  tell  a  4-year-old 
not  to  stick  a  bean  in  his  nose  and  he 
never  thought  about  it,  he  starts  to  try 
it  and  asserts  his  independence.' 
Thus  a  prohibition  can  get  action 
where  a  positive  order  might  be  ig-1 
nored.  Many  of  the  executives  in 
volved  told  Ritchie  and  Miles  they 
never  thought  much  about  how  their 
decisions  would  be  carried  out. 
"These  people,"  Ritchie  says,  "get 
caught  in  an  activity  trap,  and  the 
activity  trap  for  managers  is  making 
decisions." 

The  cost  of  counting  noses 

The  Census  Bureau,  which  is  having 
budget  pains  trying  to  get  out  analyses 
of  the  1980  head  count,  will  be  in  even 
worse  straits  on  the  next  go-round  in 
1990,  the  General  Accounting  Office 
has  just  told  Congress.  The  1980  na- 
tional census,  the  GAO  said,  cost  $1 
billion;  if  expenses  can't  be  reduced, 
the  congressional  watchdogs  say  the 
1990  job  will  run  to  $4  billion.  To  get 
costs  down,  the  GAO  suggests  updat- 
ing the  1980  mailing  lists  for  sending 
out  forms  and  using  the  mails  instead 
of  personal  visits  to  glean  information 
from  nonresponding  households. 
"The  Census  Bureau's  attempts  to 
count  everyone  through  use  of  inneffi- 
cient,  labor-intensive  procedures, 
along  with  inflation,"  the  GAO  said, 
"are  the  main  forces  behind  the  high 
cost  of  the  census." 

If  you  can't  lick  'em . . . 

Amid  all  the  furor  over  Japanese  in- 
roads in  the  U.S.  market,  American 
manufacturers  have  stepped  up  their 
own  investments  in  Japan,  according 
to  the  Conference  Board,  the  New 
York-based  business  research  organi- 
zation. Last  year,  they  put  money  into 
27  new  Japanese  projects,  despite  the 
worldwide  recession  and  the  growing 
friction  between  Tokyo  and  Washing- 
ton. These  investments  in  Japan  com- 
pared with  22  new  ventures  in  France, 
20  in  Great  Britain  and  18  in  Ireland, 
three  countries  that  have  been  mak- 
ing concerted  efforts  to  woo  U.S.  in- 
vestors. Total  foreign  investments  by 
American  firms  dropped  to  227  in 
1981,  compared  with  252  the  year  be- 
fore. (Only  projects  that  involved  at 
least  50%  American  ownership  were 
counted  by  the  board.) 
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Genius  at  work! 


"he  Brother  EM-2  is  no 
rdinary  typewriter.  It's  a  genius 
it  getting  office  work  done 
luickly,  easily,  quietly  and 
iccurately.  So  dramatically 
tdvanced,  that  no  other  office 
ilectronic  typewriter  can  match 
I  for  quality,  performance  and 
alue.  Or,  for  increasing  office 
Productivity  Test  it 
\nd  watch  a  genius 
it  work. 


brother 

ELECTRONIC 

OFFICE 
TYPEWRITER 

with  16  character  visual 
display  and  10  separate 
storage  memories 


The  amazing  range  of  capabilities 
of  the  Brother  EM-2  Electronic 
Office  Typewriter  include  a 
16  character  visual  display,  10 
separate  storage  memories  for 
815  characters,  a  two  line 
memory  for  automatic  correction, 
automatic  centering,  paragraph 
and  line  indentation,  decimal 

tabulation,  right  margin 
justification  and 
alignment...  plus 
much  more. 


brother 

ElVt-Z 


AUTOMATIC 
UNDERSCORING  KEY 


ELECTRONIC  REPEAT 
(All  keys  and  functions) 


VISUAL  DISPLAY 


CORRECTION 
KEY 


ELECTRONIC 
RELOCATION  KEY 


ELECTRONIC 
PAPER  SETTING  KEY 


Exclusive  snap-in 
cassette  print  wheel. 
Easily  changeable.  Your 
fingers  never  have  to 
touch  the  wheel. 


Official  Typewriter 
Of  the  Los  Angeles 
1984  Olympic  Games 


Sold  and  serviced  exclusively  by 
Office  Equipment  Dealers 

MADE  BY  BROTHER  INDUSTRIES,  NAGOYA,  JAPAN 


BROTHER  INTERNATIONAL  CORPORATION 
8  Corporate  Place,  Piscataway,  N.J.  08854  FB 

For  additional  information  on  Brother  electronic  typewriters, 
fill  out  and  return  coupon  or  for  immediate  response, 
call  toll-free  800-526-3597.  In  N.J.:  800-592-6064 


Name 


Company  Name 


Address 


City.  State.  Zip 


Telephone 


How  Bodine  can  help  you  turn 
your  new  product  into  a  profitable  one, 

If  you're  about  to  spend  a 
lot  of  money  on  a  new 
product,  spend  a  little  time 
with  Bodine.  We  can  help 
you  make  your  product 
profitable  by  helping  you  make  it 
more  efficiently. 

Specifically,  Bodine  will  work  with 
your  engineers  to  make  your  product  suitable  for  the  lat- 
est in  automated  assembly  techniques  and  Bodine  auto- 
mated assembly  machines. 

Using  our  machines,  you  can  cut  direct  manufac- 
turing costs,  including  the  cost  of  hiring,  training,  and 
paying  assembly  personnel.  You  can  also  reduce  in- 
process  and  finished  goods  inventory  costs.  Because  a 
Bodine  machine  can  put  together  more  products  in  less 
time  with  a  lot  fewer  mistakes  than  even  the  best  assem- 
bly crew.  And  you  can  save  on  warranty  and  liability 
costs.  Because  a  Bodine  machine  can  automatically 
inspect  all  your  parts  while  it's  assembling  them. 

The  result  is  a  better  quality  product  for  less.  And 
that's  the  kind  of  thing  that  everyone  will  buy.  For  details 
call  Frank  Riley  at  (203)  334-3107  or, 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 


Mine 


How  Bodine  can  help  you  turn 
your  old  product  into  a  profitable  one. 

If  you're  looking  for  a  way 
to  make  your  product  more 
profitable,  look  at  the  way 
it's  designed.  Chances  are 
it  was  designed  in  the  days 
when  labor  was  cheap  and  as- 
sembly techniques  inefficient. 

Now  show  your  product  to  Bodine. 
We'll  show  you  how  you  can  modify  it  to  take  advantage 
of  automated  assembly  In  most  cases,  design  changes 
will  be  really  small.  But  the  savings  can  be  really  big.  In 
fact,  the  Bodine  assembly  machine  can  actually  reduce 
your  assembly  costs  by  as  much  as  95%. 

A  Bodine  system  will  also  give  you  100%  inspec- 
tion of  all  parts.  So  you  not  only  drastically  reduce  assem- 
bly costs,  but  warranty,  liability  and  field  service  costs. 

You  even  save  on  inventory  costs.  Because  a 
Bodine  machine  is  so  efficient,  it  can  lower  both  in- 
process  parts  and  finished  goods  inventory  levels  while 
it  increases  your  production  capability. 

If  you  want  to  make  your  product  more  profitable, 
make  it  with  a  Bodine  machine.  For  complete  details 
call  Frank  Riley  at  (203)  334-3107  or 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 


Minn 


Brock 


EXPLORATION 
CORPORATION 


Offices: 
New  Orleans 
Oklahoma  City 
Corpus  Christi,  TX 


Brock  Exploration  Corporation 
231  Carondelet  St.  •  Fifth  Floor 
New  Orleans,  LA  70130 
(504)  586-1815 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NLM BER  H ERE 
(see  above  name  on  label) 


Name  (please  prim ) 


New  Xddresv 


City 


State 


Zip 


Date  of  Address  Change 
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Follow-Through 


Bureaucrats  unbowed 

"Like  a  defeated  but  defiant  army, 
bureaucrats  are  taking  to  the  hills," 
Forbes  commented  a  year  ago  (Mar. 
30,  1981).  One  example  was  the 
Washington-based  National  Consum- 
er Cooperative  Bank  that  was  set  up 
in  1978  to  lend  to  small  cooperatives. 
It  was  ignoring  White  House  com- 
mands to  fold. 

The  bank  has  continued  on  its  mer- 
ry way.  David  Stockman,  keeper  of 
the  budget  knife,  made  a  deal  with  the 
bank's  congressional  godfathers,  ac- 
cording to  the  bank's  general  counsel, 
Richard  Gross,  to  get  the  outfit  off  his 
budget.  Congress  cooperated.  The 
Treasury,  which  had  lent  the  bank 
$184  million,  was  told  to  buy  that 
amount  of  equity  in  the  institution. 
Equity  money  didn't  have  to  be 
locked  in  an  interest-free  Treasury  ac- 
count; it  could  be — and  was — put  into 
U.S.  paper  delivering  generous  inter- 
est. A  rewrite  of  the  original  congres- 
sional mandate  left  the  bank  free  to 
sell  its  housing  loans  and  debentures 
as  it  chose  and  to  lend  that  money  out 
again,  thus  becoming  self-supporting. 
Or,  it  could  coast  on  the  interest  from 
its  government-supplied  capital. 
"We're  a  government  instrumental- 
ity," says  information  officer  Joyce 
Conrad,  "but  we're  an  independent 
bank.  The  Treasury  can't  call  us  up 
anymore  and  tell  us  what  to  do." 

The  Treasury,  for  its  part,  doesn't 
appear  exercised.  "Our  involvement 
is  minimal,"  a  spokesman  says.  Con- 
gress, however,  is  getting  concerned 
about  its  brainchild.  This  is  a  shift. 
House  Banking  Committee  Chair- 
man Fernand  St  Germain  (D-R.I.) 
brushed  off  the  matter  recently,  say- 
ing: "A  member  of  Congress  just  can't 
get  involved  in  the  day-to-day  oper- 
ations of  an  agency  or  an  instrumen- 
tality such  as  that."  But  the  chairman 
has  ordered  the  General  Accounting 
Office,  Congress'  lead  bird  dog,  to 
make  a  full  audit  of  the  bank's  lending 
operations. 

Meanwhile,  the  bank  thrives,  with 
new  offices  planned  and  gaggles  of 
consultants.  President  Carol  Green- 
wald  thrives,  too.  A  $17,000  cash  bo- 
nus on  top  of  her  $58,000  salary  has 
put  her  annual  pay  $5,370  above  Trea- 
sury Secretary  Donald  Regan's. 

A  new  string  for  the  bow 

"The  Arabs,"  Sylvester  Tinker,  prin- 
cipal chief  of  Oklahoma's  Osage  Indi- 
ans, told  Forbes  last  year  (Nov.  9, 


1981),  "have  done  more  for  the  Osage 
people  in  4  years  than  the  federal  gov- 
ernment has  done  in  150."  After 
OPEC  triggered  the  explosion  in  oil 
prices,  Osage  income  from  oil  and  gas 
went  from  $6  million  to  $70  million  a 
year.  Another  chief,  Leonard  Atole, 
president  of  New  Mexico's  2,200  Ji- 
carilla  Apaches,  sees  his  Arabs  on  the 
U.S.  Supreme  Court. 

Earlier  this  year  the  great  white  fa- 
thers on  the  Court  ruled  that  the  Jicar- 
lllas'  severance  tax  on  oil  and  gas  pro- 
duced on  their  reservation  was  within 
the  law.  More  important,  the  Indians 
and  their  lawyers,  as  well  as  attorneys 
for  oil  companies  that  fought  the  tax, 
see  much  broader  consequences.  In 
their  view,  the  court  has  set  its  seal  on 
the  principle  that  tribes  on  their  reser- 
vations are  sovereign  bodies.  Presi- 
dent Atole,  whose  Apaches  imposed 
the  tax  in  1977  but  collected  little  of 
it,  summed  up  the  dual  benefits  of  the 
new  ruling.  First,  the  tax  should  yield 
about  $2  million  on  top  of  the  Jicari- 
llas'  estimated  $20  million-a-year  in- 
come from  oil  and  gas.  "We're  start- 
ing to  implement  the  tax  now,"  he 
says,  "and  it  should  come  into  effect 
in  a  couple  of  months."  And,  he  adds, 
"this  ruling,  which  gives  us  the  power 
to  tax,  just  like  any  other  government, 
will  help  us  to  be  self-sufficient  and 
free  us  from  the  need  for  federal 
funds."  Robert  Nordhaus,  the  lawyer 
who  argued  the  tribe's  case  in  Wash- 
ington, says:  "It  is  a  broad  affirmation 
of  the  tribal  power  to  tax  and  can  be 
read  as  extending  this  power  to  other 
kinds  of  taxes." 

Oil-company  lawyers  like  John 
Cooney  of  Albuquerque,  who  repre- 
sented Amoco  and  Marathon  in  the 
Apache  case,  concede  that  the  Court 
did  establish  the  tribe's  right  to  tax  as 
an  attribute  of  their  inherent  sover- 
eignty. They  aren't  folding  their  legal 
tents,  however,  arguing  that  there  are 
other,  narrower  legal  questions  still  to 
be  settled.  George  Vlassis,  the  Phoe- 
nix, Ariz,  lawyer  who  represents  the 
Navahos,  spells  out  the  oil  company 
stand  in  dollar  signs.  "The  real  signifi- 
cance-of  this  decision,"  he  says,  "is 
not  whether  the  tribes  can  tax. 
They've  had  taxes,  on  cattle  pastures 
for  instance,  since  the  early  1900s.  It's 
the  amount  that  is  making  the  com- 
panies scream.  Before,  when  tribes 
asked  for  very  little,  nobody  cared." 

Another  company  lawyer  has  a 
more  Machiavellian  theory.  The  Indi- 
ans, this  man  suspects,  really  want  to 
drive  the  cost  of  getting  tribal  oil  so 
high  that  the  companies  will  walk 
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You  can  cut  your  trucking  costs 
y  knocking  a  little  off  here  and 
iiiere.  On  preventive  maintenance, 
arts,  tires,  repairs.  Even  on  the 
uality  of  trucks  you  buy  in  the 
rst  place. 

But  when  you  cut  corners,  your 
ucks  start  breaking  down.  Repairs 
ost  an  arm  and  a  leg.  Your  drivers 
un  up  expenses  while  waiting 
round.  And  if  you  happen  to  lose 
>ut  to  a  competitor  because  his 
rucks  are  more  dependable  than 
ours,  think  of  the  cost  of  that! 

Ryder  believes  trucks  don't  run 
ight  unless  you  treat  them  right. 
:irst  off,  they're  specified  for  the 
Db  they  have  to  do.  Then  they 


undergo  Ryder's  highly  disciplined, 
strictly  enforced  preventive  main- 
tenance system.  With  regularly 
scheduled  inspections.  And  parts 
replaced  on  a  schedule  instead  of 
waiting  for  them  to  fail. 

The  result  is  that  our  lease 
customers  experience  real  cost 
reductions  because  their  trucking 
operation  becomes  more  efficient. 
Fewer  breakdowns.  No  idle  drivers. 

If  a  Ryder  truck  does  break 
down  -  anywhere  -  Ryder  gets  it 
running  again.  Fast.  No  charge.  Or 
Ryder  gets  you  a  substitute  truck. 
Fast.  No  charge.  Your  customers 
get  better  service,  and  that's  worth 
an  incalculable  amount. 


RYDER  CUTS 
fOUR  COSTS  WITHOUT 
CUTTING  CORNERS. 


Plus  you  save  on  fuel,  because 
Ryder  provides  it  from  our  own 
tanks  with  no  retail  mark-up  And 
you  save  because  Ryder  trucks  get 
better  mileage.  And  you  save  by 
using  Ryder's  back-up  fleet  of  over 
20,000  rental  vehicles  instead  of 
having  extra  trucks  hanging 
around  for  emergencies. 

Because  Ryder  refuses  to  cut 
any  of  these  corners,  we  have  over 
5,000  full  service  lease  customers. 
Hard-nosed,  profit-oriented  com- 
panies like  yours.  Call  your  nearest 
Ryder  district  office  or  mail  this 
coupon  today. 

r  

RYDER,  IN  MY  HEART  1  KNOW 
CUTTING  CORNERS  IS  THE  WRONG  WAY 
SHOW  ME  THE  RIGHT  WAY 

Name/Title 
Company  Name 
Type  ofBusiness 


Ciry/State/Zip 


Mail  to:  Ryder  Truck  Rental.  Inc. 
Harmon  Hoffmann,  President 
PO  Box  520816 
Miami.  Florida  33152 


RYDER  TRUCK  LEASING  AND  RENTING 

A  Service  of  Ryder  System 
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TOLSTOI'S  TIMEPIECE 
WASAPATEK  PHILIPPE 

It  can  be  seen  in  the  Patek  Philippe  historic  antique  collection 
Classic  styles  from  the  current  collection  can  be  seen  in 


our  latest  brochure,  on  request.  Suite  629FB,  10  Rockefeller 
Plaza,  NewYork,  New  York  10020 


PATEK 
PHILIPPE 


Ars  longa, 
vita  brevis 


Now,  in  midtown  Manhat- 
tan, right  off  Fifth  Avenue, 
a  magnificent  residential 
tower  has  risen  over  The 
Museum  of  Modern  Art.  It 
was  designed  for  those  who 
appreciate  the  words  of  the 
Roman  statesman  Lucius 
Annaeus  Seneca,  "Art  is 
long,  life  is  short."  Per- 
haps you  should  consider 
Museum  Tower. 


Museum  Tower 

15  West  53rd  Street 

New  York.  New  York  10019 

Douglas  Elliman-Gibbons 
&  Ives. Inc 

Selling  and  Managing  Agenl 

Bv  appointment  only 

(21  21  307-0200.  Telex  237867 

A  development  ot 

The  Charles  H  Shaw  Company 

and  The  DeMatleis  Organizations 

This  is  not  an  offering  which  can  he  made 
only  by  forma!  prospectus    CD-8 1-071 


Fbllow^Ihrough 


away,  thus  forfeiting  the  money  paic 
for  their  leases  and  giving  the  land 
back  to  the  Indians.  Hence  a  goocj 
reason  to  stay  in  the  courts. 

The  stakes  are  high.  The  tribes  hold 
51.9  million  acres,  only  2.4%  of  th 
continental  U.S.,  but  packed  with 
mineral  wealth  that  may  add  up  to 
25%  of  the  country's  natural  resourc 
es,  most  of  it  untapped.  Under  the  272| 
federally  recognized  reservations  lies) 
nearly  5%  of  U.S.  oil  and  gas,  a  third! 
of  the  strippable  low-sulfur  coal  and 
half  the  privately  held  uranium. 

The  Supreme  Court's  action  puts  a 
new  cost  into  the  exploration  and  pro 
duction  bill.  To  date,  taxes  have  not 
been  a  factor.  The  Shoshones  and 
Arapahos  who  share  the  Wind  River 
reservation  in  Wyoming  are  among 
the  few  tribes  actually  collecting 
severance  tax,  a  levy  they  imposed  in 
April  1980,  while  the  issue  was  raov 
ing  through  the  courts.  This  year's 
ruling  swings  wide  the  gates,  and  the 
tribes  are  on  the  move. 

The  Navahos,  largest  tribe  in  the 
U.S.  (160,000  members)  and  owners 
of  the  biggest  spread  (14  million  acres 
in  Arizona,  New  Mexico  and  Utah), 
are  beating  the  drums.  Lawrence 
White,  their  director  of  taxes,  says  the 
Navahos  will  soon  reach  a  decision  on 
implementing  taxes  already  on  their 
books.  The  taxes  could  yield  up  to  $30 
million  a  year.  (They  have  no  sever- 
ance tax  and  plan  none  but  are  consid 
enng  other  levies  that  they  and  their 
lawyers  think  are  equally  sanctioned 
by  the  1982  decision.)  Tribes  with  no 
taxes  are  busy  writing  them.  "We're 
meeting  with  our  lawyers  right  now 
to  work  out  what  kinds  of  taxes  we 
can  have,"  says  Earl  Oldperson,  chair- 
man of  the  Blackfeet  in  Montana, 
who  have  a  $5  million-a-year  income 
from  oil  and  gas. 

On  a  broader  front,  the  29  members 
of  the  Council  of  Energy  Resource 
Tribes,  which  is  headed  by  Peter  Mac- 
Donald,  the  Navaho  chairman,  have 
just  created  a  Tribal  Taxation  Policy 
Forum  to  help  tribal  governments 
take  advantage  of  the  Supreme 
Court's  decision. 

Sylvester  Tinker,  the  chief  who 
likes  the  Arabs,  is  taking  no  action  on 
taxes.  The  Osages  don't  need  them. 
The  $70  million  the  Oklahoma  tribe 
made  m  1980—37.5%  of  what  all  the 
tribes  combined  took  in  from  natural 
resources — came  from  royalties.  The 
Osages  own  their  land  and  thus  can 
operate  like  any  American  with  trea- 
sures under  his  grassland. 
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What  Dictaphone  did  for  dictation, 
Dictaphone  is  doing  for  word  processing, 


Nobody  knows  more  about  getting  more 
work  done  in  the  office  than  Dictaphone. 

Now  Dictaphone  has  brought  all  its 
years  of  experience  to  bear  on  word  pro- 
cessing. And  the  result  is  the  Dictaphone 
Dual  Display  word  processor. 

Unlike  other  word  processors,  the  Dual 
Display  system  gives  you  two  displays  to 
work  with.  One,  a  full  66-line  video  screen, 
is  more  than  twice  the  size  of  most  and 
lets  you  review  and  edit  a  full  page  of  text 
at  a  time.  The  other  is  a  one-line  keyboard 
display  called  Insight  which  shows 
prompts  and  text  as  entered. 

This  makes  word  processing  a  snap  to 
learn,  and  easier  to  master.  The  Dual  Dis- 
play system  also  comes  expertly  installed 
by  Dictaphone  with  free  classroom  or  on- 
site  training,  plus  follow-up  service  by 
trained  technicians.  Other  word  processors 

=UIU= 


come  in  a  box.  With  instructions. 

To  get  more  work  done  in  the  office,  the 
time  to  begin  is  now.  The  place  to  begin  is 
Dictaphone. 

^Call  your  Dictaphone  representative  or  complete"! 
the  coupon  today.  Call  toll-free: 

1-800-431-1052 

(Except  Hawaii  and  Alaska) 
In  New  York  call  1  -91 4-967-6067 


I  Name_ 


.Title 


Company. 
Address  _ 

City  

Phone  


_State_ 


-Zip- 


-Best  time  to  call 


_AM/  PM 


Mail  to:  Dictaphone  Corporation 

120  Old  Post  Road,  Rye,  New  York  10580 

^  Dii  laphi  mi  and  Dual  Display  are  trademarks  ol  Dictaphone  Corp .  Hyn  N»  j 

1 982  Dictaphone  Corp 


=p  Dictaphone 

A  Pitney  Bowes  Company 


Readers  Say 


Oil— a  lively  issue 

Sir:  Jim  Cook's  article,  "The  great  oil 
swindle" (Mar.  15),  greatly  enlivened  a 
recent  meeting  in  Washington,  D.C. 
of  a  national  association  of  petroleum 
investment  analysts.  Senate,  House 
and  industry  leaders  consistently  al- 
luded to  it  in  their  puhlic  and  off-the- 
record  discussions  as  well. 
— -J,  Edmund  Colloton 
Larchmont,  N ) 

Sir:  Congratulations  to  Cook  for  his 
twist  on  the  Hans  Christian  Andersen 
tale:  Unlike  the  Emperor's  Clothes, 
which  weren't  there,  he's  pointing 
out  something  that  is  there  despite 
shortsighted — or  willfully  blind — at- 
tempts to  make  it  disappear. 
— W.  Thomas  York 
Chairman, 
AMF  Inc 

White  Plains,  NY 

Sir:  Oil  will  be  to  OPEC  as  silver  was 
to  the  Hunts  (both  finite  resources). 
The  margin  calls  are  just  now  being 
generated  as  9  of  13  OPEC  countries 
run  budget  deficits.  The  greedy  be- 
come the  needy — always. 
— Bob  Calabro 
Lee's  Summit,  Mo. 

Sir:  Cook  fails  to  mention  the  real 
cause  of  the  1979  crunch:  the  federal 
government's  suppression  of  prices 
and  forced  maldistribution. 

— AJ.  Davies 
Ridgefield,  Conn 

Sir:  We  never  seem  to  learn.  Sooner 
or  later  we  will  go  through  the  oil 
wringer  once  again,  just  as  ill-prepared 
as  we  were  in  prior  crunches. 
—William  H.  Smith 
Rochester,  N.  Y. 


No  culture  shock 

Sir:  Re  "How  Long  Will  The  Pruden- 
tial-Bache  Marriage  Last?"  (Fact  and 
Comment,  Jan.  18J.  I  believed  before 
we  made  the  acquisition — and  noth- 
ing has  since  happened  to  change  my 
views — that  we  had  a  good  sense  of 
the  differences  in  culture  between  the 
brokerage  and  insurance  businesses. 

We  have  every  intention  of  com- 
pensating Bache  investment  profes- 
sionals at  levels  and  in  forms  that  are 
competitive  within  that  industry. 

Rather  than  "culture  shock,"  so  far 
there  have  been  relatively  few  sur- 
prises. Perhaps  that  comes  from  hav- 


ing several  hundred  investment  pro- 
fessionals on  Prudential's  staff,  many 
of  whom  work  with  The  Street,  and  a 
number  of  whom  worked  oh  The 
Street  before  joining  our  company. 
—Robert  A  Heck 
<  bairman  'and  CEO, 
The  Prudential  Insurance  Co. 

of  America 
Newark,  N.J. 


Red  credibility  gap 

Sir:  Your  comment  in  your  review  of 
"Reds"  (Fact  and  Comment.  Mar  1) 
about  Reed  being  the  only  American 
buried  under  the  Kremlin  is  incorrect. 
Big  Bill  Haywood  of  the  Industrial 
Workers  of  the  World  is  there.  Charles 
Ruthenbcrg,  an  American  Commu- 
nist Party  official,  is  also  there. 
— Stanley  II.  Brown 
New  York,  NY. 

The  Soviet  Embassy  says  John  Reed  is 
the  only  one  Hut  Harvard's  Russian  Re- 
search Center  says  reader  Brown  is  cor- 
rect, and  that  ice  should  not  believe  the 
Russians — -Ed. 


Falling  economy 

Sir:  Your  defense  of  "R.eaganomics" 
reminds  me  of  the  story  about  the 
man  who  jumped  out  of  the  ten-story 
building.  As  he  passed  the  fourth  floor 
he  said,  "So  far  so  good." 
—Joe  K.  Telford 
Gainesville.  Ga. 


No  connection 

Sir:  The  article  "The  best  spots  on 
the  beach"  (Feb.  15)  says  Royal 
Trustco  is  "Canada's  largest  bank." 
There  is  no  corporate  connection  be- 
tween Royal  Trustco  and  our  organi- 
zation, which  is  the  largest  bank  in 
Canada  and  fourth-largest  bank  in 
North  America,  based  on  asset  totals. 
—W.S.  Snook 
Senior  Vice  President  and 

General  Manager,  U.S.A., 
The  Royal  Bank  of  Canada 
Neiv  York,  NY. 


Cap  s  mission  no  failure 

Sir:  The  Saudis  did  not  rebuff  Defense 
Secretary  Weinberger's  effort  to  forge 
a  closer  military  relationship  ("The 
Sooner  Weinberger  Gets  Less  Of  The 


President's  Ear,"  Fact  and  Comment, 
Mar  15).  Indeed,  he  got  them  to  agree 
to  what  his  predecessor  failed,  in  spite 
of  a  vigorous  effort,  to  get:  a  joint 
military  projects  committee. 

He  did  not  offer  our  best  fighters 
and  mobile  missiles  to  Jordan.  He  lis- 
tened to  the  King's  comments  on  the 
subject  and  agreed  to  consider,  in  con- 
junction with  the  Congress,  any  re- 
quest that  came  in. 

The  Pentagon  budget  is  a  reaction 
to  the  Soviet  threat  and  to  years  of 
neglect  of  the  most  basic  tenets  of 
readiness.  It  is  indispensable. 
— Henry  E  Catto  Jr. 
Assistant  Secretar)'  of  Defense, 
Public  Affairs, 
Department  of  Defense 
Washington,  D.C. 


Still  bitter  about  FDR 

Sir:  You  said  that  you  could  not  think 
of  someone  who  still  felt  today  as 
bitter  about  Franklin  Roosevelt  as  he 
may  have  when  he  was  President 
(Tact  and  Comment.  Mar.  15). 

Well,  here  is  such  a  one. 

Personally,  I  was  robbed  by  him 
when  by  a  stroke  of  his  pen  he  took 
away  from  me  the  $20,000  gold-bear- 
ing government  bonds  paying  6%  and 
gave  me  bonds  bearing  3%  and  with- 
out being  redeemable  in  gold. 
— George  W.  Bauernschmidt 
Severna  Park,  Md 

Sir:  Your  remembrances  of  your  fa- 
ther's negative  attitude  toward  FDR 
enhance  my  esteem  for  his  judgment. 

—JB.  Robinson 
Auburn,  NY. 

Sir:  I  am  "among  the  many  who 
wished  FDR  had  never  been  born." 

—JR.  Rowe 

s/  Petersburg,  Fla. 


They've  reorganized 

Sir:  Triton  Group  Ltd.  is  not,  as  you 
state  (Mar  15),  "now  in  bankruptcy,  " 
and  has  not  been  since  June  5,  1980. 
Since  emerging  from  reorganization, 
Triton  has  engaged  principally  in  dis- 
posing of  the  remaining  assets  of  its 
predecessor,  Chase  Manhattan  Mort- 
gage &  Realty  Trust. 
—Hal  J  ipbin 
Chairman, 
Triton  Group  Ltd. 
New  York,  NY. 
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The  protest  we  have  in  mind  is 
against  prestigious  luxury  cars  that  suc- 
ked as  symbols,  but  disappoint  as  cars. 

Cars  whose  underlying  engineering 
;eems  to  have  lagged  behind  their  con- 
siderable reputations. 

Luxury  car  buyers  dissatisfied  with 
his  state  of  affairs  will  find  a  perfect 
'ehicle  for  dissent  in  the  BMW  733i— 
he  $35,000  luxury  car  engineered  to 
sad  where  others  have  lagged. 
INTRODUCING 

DIGITAL  MOTOR  ELECTRONICS. 

The  733i  is  the  first  automobile  in 
\menca  to  offer  Digital  Motor  Elec- 
ronics— a  system  that  illustrates  the 
difference  between  technology  and 
>adgetry. 

"DME"  measures,  reports  on  and, 
nost  importantly,  governs  engine 
efficiency.  It  assures  that  the  optimum 
nixture  of  fuel  and  air  is  ignited  at  the 
)ptimum  time  in  the  ignition  cycle.  It 
adjusts  idling  speed,  cuts  off  fuel  flow 
o  cylinders  when  they're  not  needed, 
and  even  helps  report  back  your  actual 
npg  figures  as  you  drive. 


The  figures  will  make  interesting 
reading. The  733i  with  standard  five- 
speed  transmission  now  delivers  a 
pleasantly  surprising  [19]  EPA-estimated 
mpg,  29  mpg  highway.  Automatic  is 
also  available* 

Inside,  an  onboard  computer  pro- 
vides such  useful  functions  as  anti- 
theft  protection  and  speed  monitoring, 
and  even  warns  you  of  potential  icing 
conditions.  And  yet  another  computer 
heips  control  the  weather— through  a 
special  climate  control  that  adjusts 
temperatures  to  a  preset  level. 

All  these  technological  advances 
accompany  a  car  that's  fairly  steeped  in 
amenities. 

Its  molded  bucket  seats  are  uphol- 
stered in  wide  rolls  of  fine  leather.  Car- 
peting is  thick  and  plush.  And  the  atten- 
tiveness  to  comfort  throughout  caused 
Car  and  Driver  to  single  out  the  733i  as 
"the  height  of  refined  elegance." 
PERFECTION  IS  UNATTAINABLE. 
SUPERIORITY  ISN'T. 

Of  course,  the  true  measure  of  any 
machine  is  how  well  it  performs— an 


ruel  efficiency  figures  are  for  comparison  purposes  only  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length 
~$  1982  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayerisc he  Motoren  Werke,  A  G. 


axiom  that  confers  an  almost  unfair  ad- 
vantage on  the  733i. 

Its  3.2-liter,  electronically  fuel-m- 
jected  engine  has  been  called  "without 
a  doubt,  the  most  sophisticated  produc- 
tion in-line  six  in  the  world"  (Road  & 
Track  magazine),  delivering  the  exhilarat- 
ing performance  that's  conspicuously 
absent  among  cars  in  its  class. 

Its  revolutionary  double-pivot  front 
suspension  is  so  advanced  it  has  been 
awarded  an  international  patent. 

And  its  amazingly  agile  steering  re- 
flects the  precision  inherited  from  over 
six  decades  of  building  high-perform- 
ance vehicles. 

The  sum,  according  to  Car  and 
Driver,  is  a  car  whose  "parts  and  pieces 
. . .  work  so  well  together  they  must  have 
been  melded  in  another  world." 

If  your  present  luxury  sedan  suggests 
more  mundane  origins,  you 
might  contact  your  nearest 
BMW  dealer,  who  will  be 
happy  to  arrange  a  test  drive 
at  your  convenience. 
THE  ULTIMATE  DRIVING  MACHINE. 

BMW.  MUNICH,  GERMANY 
Your  actual  highway  mileage  will  most  likely  be  lower 


Why  Sunbeam 
is  now  part  of. 
Allegheny  International. 


WILKINSON 

SWORD 


STAINLESS 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


jvas  a  bold  and  dramatic  move.  It 
3  jbled  the  size  of  Allegheny 
)  srnational  to  sales  of  over  $3 
j  ion.  The  logic  of  the  merger  of 
i ;  Sunbeam  Corporation  and 
egheny  International  comes 
ough  loud  and  clear:  in  the  com- 
n'ng  of  resources,  in  the  matching 
markets,  in  the  blending  of  busi- 
ss,  the  two  companies  are  a 
tural  fit. 

Both  companies  have  special 
lis  for  special  needs.  Both  com- 
nies  have  a  wide  range  of  prod- 
fs  marketed  on  a  worldwide 
isis.  Both  companies  have  great 
engths  in  financial  and  human 
sources,  manufacturing  expertise 
id  marketing  skills. 


Jtate-of-the-art  kitchen 
Ip:  Sunbeam  Mixmaster, 
Oster  Kitchen  Center, 

Wilkinson  Sword 
Self-Sharpening  Knife. 


Allegheny  International  already 
markets  work-saving  products  for 
the  home,  kitchen,  lawn  and  garden, 
as  well  as  personal  grooming 
products.  Our  True  Temper,  Scripto 
and  Wilkinson  Sword  brands  are 
known  worldwide  for  quality  Now 
we  have  added  Sunbeam  small 
appliances  and  other  famous  brands 
such  as  Oster  and  Northern  Electric. 

In  Europe,  the  names  Sunbeam, 
Rowenta,  and  Rima  are  found  on 
products  ranging  from  food  proc- 
essors, mixers,  blenders,  and  elec- 
tric blankets  to  hair  dryers  and 
irons.  They  hold  major  shares  of 
their  respective  markets.  In  fact, 
over  40%  of  total  Sunbeam  sales 
are  accounted  for  internationally. 


Sunbeam  also  has  significant 
industrial  and  commercial  busi- 
nesses that  complement  our  own  in 
such  growth  markets  as  aerospace 
and  defense,  electronics,  combus- 
tion control,  food  processing,  and 
oil  and  gas  recovery  and  handling. 

For  example,  Allegheny 
International  already  supplies  super- 
alloys,  titanium  and  special  metals 
for  jet  eng i nes,  rocket  eng i nes, m issi  les 
and  spacecraft.  Sunbeam's  capabil- 
ities in  exotic  heat-treating  equip- 
ment and  processes  for  space  age 
metals  will  greatly  extend  our 
activities  in  specialty  metals. 


For  more  information,  write  us. 
Allegheny  International,  Inc.,  Box  456  B, 
Two  Oliver  Plaza,  Pittsburgh,  PA  15230. 


In  electronics, 
Sunbeam  makes  processing 
equipment  while  Allegheny  International 
produces  lead  frames  and  components 

for  the  semi-conductor  industry. 

A  tremendous  market  for  all  of  those 
brands  promises  to  grow  even 
larger  as  socio-economic  trends— 
in  the  U.S.  and  around  the  globe- 
accelerate  the  need  and  demand  for 
new,  electric-powered,  labor-saving 
devices  for  the 1  'kitchen  of  the  f  utu re! ' 


Allegheny  International  and 
Sunbeam  have  300  operating  locations 
on  six  continents  with  many  common 
distribution  channels. 

In  addition,  Sunbeam  is  of 
primary  importance  in  supplying 
combustion  equipment  for  the 
manufacture  of  petroleum  products 
and  in  steam  generation.  They  are 
a  world  leader  in  gas  and  vapor 
recovery  in  the  refining  and  hand- 
ling of  petroleum  products.  This 
business  will  expand  our  involve- 
ment in  energy  processes. 

Sunbeam  and  Allegheny 
International  are  complementary  in 
the  important  area  of  worldwide 
channels  of  distribution,  where  the 
strengths  of  each  company  will  be 
advantageous  to  the  other. 

The  acquisition  of  Sunbeam 
exemplifies  the  basic  strategy  of 
Allegheny  International:  to  continue 
to  build  a  multinational,  diversified 
manufacturing  company  with  special 
ski  I  Is  to  meet  special  needs  in  growth 
markets  where  it  can  expect  to 
achieve  significant  market  shares. 


Chicken  Little 
was  wrong. 


The  sky  didn't  fall.  And  it's  not 
iikely  to  fall  today.  Or  even 
tomorrow. 

At  Drexel  Burnham  Lambert  we 
see  reason  for  optimism  in  today's 
uncertain  economy.  Here's  why. 

First,  we  have  made  progress 
in  our  war  against  inflation.  As 
long  as  this  trend  continues,  we 
will  be  well  on  our  way  to  restoring 
the  financial  stability  essential  to 
maintaining  economic  growth  and 
prosperity. 

Second,  recent  tax  changes  have 
significantly  increased  after  tax  re- 
turns for  investors.  So  investment 
in  financial  assets  is  a  more  attrac  - 
tive option  than  it's  been  in  years. 


With  time,  we  believe  the  effects 
of  the  tax- relief  program  can  only 
stimulate  the  growth  of  the  econ- 
omy as  a  whole. 

Obviously,  our  economy's  ills 
cannot  be  cured  overnight.  The 
road  to  full  recovery  will  be  bumpy. 

The  smart  investor  recognizes 
that  times  like  these  are  times  of 
great  opportunity. 


Drexel  Burnham  Lambert  ca: 
help  you  spot  those  opportunities 
and  identify  potential  pitfalls  —  as 
you  chart  your  course  through 
these  difficult  times.  To  that  end, « 
offer  you  our  extensive  resources 
over  a  thousand  investment  pro- 
fessionals, over  $170  million  in 
total  capital  funds,  and  a  total 
research  budget  of  more  than 
$8  million  annually. 

Drexel  Burnham  Lambert  is 
a  big  international  investment 
banking  and  securities  firm.  But 
not  too  big.  For  we  know  your 
future  determines  our  future. 

Drexel  Burnham  Lambert. 
A  voice  of  reason. 


60  Broad  Street.  New  York.  NY.  10004.  Offices  in  principal  nnancial  centers  worldwide.  Copyright.  Drexel  Burnham  Lambert  Incorporated.  1982.  Member  S/PC. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  OPEC  ACTUALLY  DOES  CUT  BACK  OIL  OUTPUT 

sharply  enough  to  create  a  shortage  that  will  get  the  price  be  strong  enough  to  try  wrecking  the  development  of 

back  up  to  $34  a  barrel,  it  could  do  us  more  good  than  hurt,  alternative  energy  sources  by  occasionally  opening  their 

The  present  glut  and  widespread  speculation  about  valves  and  flooding  the  market.  (On  the  subject  of  Mid- 

OPEC's  disintegration  have  jeopardized  many  of  the  un-  east  instability,  see  p.  90.) 

dertakings  that  led  to  the  glut.  The  steadily  dropping  price  Mercifully,  we  are  being  reminded  that  we  are  still  at 

I  of  oil  is  beginning  to  slow  the  essential  shift  of  power  their  mercy. 

I  plants  and  others  to  coal;  to  put  in  limbo  our  drive  toward  *    *  * 

I  synfuels,  particularly  oil  from  coal,  which  will  initially  be  To  hypo  our  efforts  at  being  less  subject  to  OPEC  whims 

uncompetitively  expensive.  People  are  even  talking  about  and  whammy,  we  can  promptly  slap  a  $10  excise  tax  on 

a  return  to  bigger  cars,  seem  to  be  less  driven  toward  imported  barrels  of  oil.  In  addition  to  re-spurring  conserva- 

insulating  all  buildings,  new  and  old.  tion  and  the  development  of  alternatives,  the  resultant  $20 

If  OPEC  turns  out  to  be  strong  enough  really  to  cut  billion  of  revenue  could  go  far  toward  getting  the  Presi- 

overproduction,  to  hold  the  price  at  $34,  then  they'll  also  dent's  budget  out  of  its  intolerable  imbalance. 

AND  UNTIL  THE  ADMINISTRATION'S  BUDGET  IS  RECAST 

there's  no  way  it  will  move  off  dead  center  as  far  as  Congress  when  figures  were  submitted  three  months  earlier, 

is  concerned.  The  Weinberger  defense-spending  plans  are  Cutting  back  on  that  spending  (which  would  in  fact 

from  Outer  Space.  Instead  of  scaring  the  Russians,  they're  benefit  our  defense  posture),  providing  for  some  additional 

scaring  the  pants  off  the  stock  market  and  the  economy.  And  revenue  could  result  in  a  deficit  half  of  that  anticipated.  That 

that  was  even  before  costs  turned  out  to  be  underestimated  would  bring  about  not  only  the  budget's  prompt  enactment 

by  the  Pentagon  by  33% — a  mere  $114.5  billion  "error"  but  also  help  put  a  bottom  to  our  deepening  recession. 

IS  THE  POOR'S  SAFETY  NET  NOTHING  BUT  THE  HOLES? 

Last  year,  when  President  Reagan's  first  budget  included  seemed  to  include  most  everyone  else  in  politics,  in  pub- 
cutbacks  in  ever-soaring  social  services,  the  hallowed  lishing  and  all  who  care  about  the  poor  and  impoverished, 
ritualistic  howls  of  Capitol  Hill's  traditional  bleeding  Which,  thank  God,  includes  most  all  the  citizenry, 
hearts  were  muted  by  unabashed  astonishment  at  the  But  before  concluding  that  the  Reagan  Administration's 
heresy  involved.  safety  net  for  the  impoverished  consists  wholly  of  holes, 
When,  in  the  current  budget  dispute,  the  Administration  with  nary  a  strand  in  sight,  note  some  facts  of  the  matter 
asked  for  yet  more  cuts  involv- 
ing such  sacrosancts  as  Aid  to 
Families  with  Dependent  Chil- 
dren, Food  Stamps,  Medicaid, 
Medicare  and  even  alluded  to 
Social  Security,  the  outcry 
wasn't  confined  to  just  the  pro- 
fessional old  political  criers.  It 


Actual 

Proposed 

1977 

1983  spending 

spending 

in  1977  dollars 

/o 

 (billions)  

change 

Social  Security 

$83.9 

$101.7 

+21 

Medicare 

21.5 

32.4 

+51 

Medicaid 

9.7 

10.0 

+  3 

Food  Stamps 

5.4 

5.6 

+  4 

AFDC 

6.4 

3.2 

-50 

AFDC — Aid  to  Families 

with  Dependent  Children  Source 

Time 

in  the  table  shown  here. 

About  all  the  Reagan  Admin- 
istration will  succeed  in  doing  to 
the  social  programs  instituted 
during  the  last  50  years  is  to  slow 
down  the  rate  of  increase — and, 
in  most  instances,  not  very 
much  at  that.  (See  also  p.  41.) 
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WE  SELL  $BILLIONS  IN  ARMS  ABROAD 


but  we  refuse  to  buy  almost  any  military  equipment  from 
any  of  our  allies  as  a  result  of  Congressional  meddling  and 
Defense  Department  reluctance. 

In  several  instances  the  Germans,  the  Norwegians  and 
the  French  have  come  up  with  infinitely  superior,  far  less 
complicated  equipment,  but  our  Pentagon's  procurists 
won't  touch  that  stuff  with  a  ten-foot  pole. 


Whether  it's  tanks  or  antitank  weapons,  rifles  or  infa 
try  rapid-fire  arms,  they've  got  to  be  all  our  own,  be  th< 
ever  so  inferior — or  forever  clogged  in  our  multi-commi 
teed  development  pipeline. 

But  can  you  imagine  our  Secretary  of  Defense  botheriii 
himself  with  such  matters  when  there  are  all  those  foreig 
policies  to  be  meddled  in; 


TRIALS  ON  TV? 

TV,  in  and  of  itself,  is  sometimes  a  trial,  but  televising  tors,  the  emotions  of  defendants,  accusers  and  witnesses 
actual  trials  is  a  travesty,  in  the  first  degree,  of  justice  in  It  introduces  an  element  that  tramples  almost  even 
those  states  now  permitting  it.  ingredient  requisite  for  a  fair  trial. 

Do  we  really  want  television  cameras  constantly  scan-  TV  should  be  dismissed  instantly  from  the  courtroom- 
ning  jurors'  faces,  flipping  to  the  histrionics  of  prosecu-    and  with  finality. 


RESTAURANTS— GO, 


STOP 


•  Latin's— 23  West  39th  St.  (Tel:  921-1288).  Below 
Times  Square  near  Broadway  this  refreshingly  decorous 
restaurant  serves  food  equally  so.  Whether  it's  the  "orien- 
tal box" — a  nouvellesque  sashimi — or  splendidly  sauced 
cold  poached  salmon  or  unhackneyed  creme  brule'e,  what's 
served  is  as  tasty  as  it  is  attractive.  Incidentally,  the  straw 
potatoes  are  the  best  anywhere.  Lunch  is  garment-district 
full,  but  instead  of  going  a  few  blocks  up  and  east  before 
theater  or  an  evening  out,  go  this  bit  west  and  down  a 
couple  of  blocks. 

•  Demarchelier— 808  Lexington  Ave.  (Tel:  223- 
0047).  This  absolutely  superior  French  bistro  is  a  favorite 
of  the  nonexpense-account  Informed  Elite.  Most  dishes  are 
on  a  par  with  the  three-star  best,  at  half  the  price. 

•  Artie's  Warehouse— 539  West  21st  St.  (Tel:  989- 
9500).  In  one  of  the  most  desolate  sections  of  New  York's 
decayed  dockyard-warehouse  areas,  behind  nondescript 
doors,  lies  this  total  surprise — in  a  most  dramatic  and 
attractive  decor.  It's  a  shame  that  the  food's  not  up  to  the 
creative  setting.  If  only  they  could  steal  a  couple  of  Joan- 
na's chefs,  they  might  quickly  enjoy  comparable  success. 

Madras  Woodlands— 3 1 0  East  44th  St.  (Tel:  986- 
0620).  Since  neither  vegetarian  nor  spicy  Indian  food  is 
my  bag,  a  restaurant  combining  both  was  not  at  the  top 
of  Forbes'  test  list — until  Times  reviewer  Mimi  Shera- 
ton gave  this  place  her  hard-to-come-by  three  stars.  Few 


of  the  many  unusual  combinations  appeal  to  this  preju 
diced  palate,  but  two  were  exciting  finds — the  masal 
dosai,  a  paper-thin  crepe  filled  with  a  mix  of  potatoes 
onions,  peas,  nuts;  and  deep-fried  chick-pea-flour  bajj 
enclosing  a  slice  of  apple.  Many  totally  new  dishes  a 
most  reasonable  prices. 

La  Tulipe— 104  West  13th  St.  (Tel:  691-8860).  Mos 
of  the  limited  dishes  here  are  so  choice  that  this  flower  of 
restaurant  blooms  brightly  the  year  round.  What  Sail} 
Darr's  kitchen  does  with  a  paper  bag  and  red  snapper  oi 
one  hand  or  ravioli  stuffed  with  sweetbread  forcemeat  on 
the  other  shouldn't  go  untasted  by  those  with  taste. 

El  Coyote— 774  Broadway  (Tel:  677-4291 ).  New  York 
has  one  or  sometimes  several  of  the  best  ethnic  restauran 
in  the  world,  yet  it's  always  been  amazing  that  there  are  few 
really  good  Mexican  ones.  El  Coyote  is  one  of  the  most 
popular  while  being  one  of  the  better  of  a  poor  lot.  Although 
some  dishes  make  it  in  heat  and  flavor,  nobody's  going  to 
come  to  the  Big  Apple  for  such  tacky  tacos. 

n  Nido— 251  East  53rd  St.  (Tel:  753-8450).  When  th 
captain  makes  angel-hair  pasta  Bolognese  before  you 
very  eyes,  you'll  not  taste  better  anywhere.  And  to 
watch  what  happens  to  thin  slices  of  veal  in  his  prep 
aration  of  bocconcini  di  vitello  is  nigh  comparable  to 
what  it  must  have  been  like  to  watch  Pollock  dribbling 
his  genius  onto  canvas. 


EVERT  ONCE  IN  A  WHILE,  A  REAL  EGO  TRIP 

results  from  a  reader's  letter.  This  one,  from  Paramount  ments.  The  reason  behind  the  question  is  that  with  all 
Pictures  CEO  Barry  Diller,  is  such  a  prime  example  that  I  your  activities  I  have  wondered  whether  a)  you  simply 
couldn't  resist —  never  sleep;  b)  you  have  a  clone;  or  c)  you  actually  do  it  all 
"Your  review  of  one  of  our  films  gives  me  an  opportuni-  with  ease.  If,  as  I  darkly  suspect,  it  is  the  latter,  then  my 
ty  to  ask  you  something  that  has  intrigued  me  for  several  guilt  about  the  organization  of  my  own  schedule  is  proper- 
years.  Do  you  actually  see  all  the  movies,  read  all  books,  ly  placed." 

eat  at  all  restaurants  you  review?  I  don't  ask  this  pejora-  As  those  familiar  with  Readers  Say  columns  know,  such  a 

tively.  I've  enjoyed,  and  i     stly  agreed  with,  your  com-  rare  kudo  provides  a  great  ego  trip— albeit  of  short  duration. 
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"a  sign  of  our  rancid  days" 

In  writing  a  perceptive  and  moving  tribute  to  one  of  believe  is  the  stigma  of  being  called  an  old  person, 

charlotte,  N.C.'s  most  extraordinary  achievers,  President  "At  78,  there  is  no  disputing  Oliver  Rowe  is  old.  Venerable 

ind  Publisher  Rolfe  Neill  of  the  Charlotte  Observer  and  is  a  good  word  for  him.  Those  who  have  worked  with  him,  or 

:he  Charlotte  News  leads  off  with  this  unfortunate  Truth:  crossed  him,  will  agree  that  he  certainly  is  stubborn, 

"Oliver  Rowe  is  a  stubborn  old  man.  It  is  a  sign  of  our  stubborn  in  that  enduring,  indefatigable  way  that  hangs  on 

rancid  days  that  this  admiring  reference  will  be  taken  as  until  success  comes.  He  is  magnificently  stubborn, 

uncomplimentary.  People  fight  for  the  privilege  of  buying  "Oliver  Rowe  is  known  for  a  lifetime  of  accomplish- 

bld  cars  or  restoring  old  houses.  Any  object  more  than  50  ment  both  as  a  businessman  and  a  benefactor  of  this 

years'  age  fetches  a  higher  price  than  a  newer,  more  community  and  beyond.  He  is  still  chairman  and  CEO  of 

[workable  one.  Antique  is  a  magic  word  for  anything — but  a  the  Rowe  Corp.,  a  firm  of  12  diversified  companies." 

person.  When  it  comes  to  old  people,  we  devalue  them.  We  It  takes  the  too-rare  likes  of  an  Oliver  Rowe  to  remind  us 

discard  them  in  warehouses  for  the  elderly.  We  even  in-  that  at  78 — -or  more  or  less  age — we  needn't  roll  over  and 

;vent  new  terms  such  as  'senior  citizen'  to  avoid  what  we  play  dead  before  we  are. 

ANENT  THE  END  OF  THE  WORLD 

People  have  been  setting  dates  for  the  end  of  the  world  of  us  "to  play  the  game  of  making  believe  that  Monday  the 

isince  it  and  they  began.  Although  gene-iuses  promise  to  world  will  come  to  an  end.  I  didn't  pick  Sunday  because  a  lot 

change  all  that,  so  far  only  people  end  while  the  world  goes  of  restaurants  and  other  delicious  places  are  closed." 

!  whirling  on.  "What  would  be  your  last  meal?" 

World's-end  proclaimers  were  in  full  cry  recently  when  a  "What  would  you  do  on  that  last  day?" 

ibunchofplanetslineduplastmonth(actually,theyremainin  As  to  the  first  question,  under  the  circumstances  I 

the  quadrant  until  Apr.  11).  Travel  e>)  Leisure  columnist  wouldn't  be  hungry. 

George  Lang  had  some  fun  with  the  prospect  by  asking  some  To  the  second,  I'd  spend  the  day  asking  God  to  call  it  off. 

MANY  RESTAURANTS  DO  DUCK  A  CIGAR  THAT  WON'T  STAY  LIT 

but  in  most  cases  the  customers  should.  usually  doesn't  deserve  to  be. 


CONSTITUTIONAL  NONSENSE 


By  M.S.  Forbes  Jr. 

It  looks  like  the  nation  will  soon 
be  seriously  considering  a  constitu- 
tional amendment  that  would  man- 
date a  balanced  budget  and  curb  fed- 
eral-spending growth.  There  is  little 
good  that  can  come  from  this  exer- 
cise and  a  whole  lot  of  harm. 

Politicos  are  falling  over  them- 
selves to  get  on  this  bandwagon  to 
show  the  voters  that  they  too  are 
very  upset  about  Washington's  red 
ink.  But  the  irony  is  that  the  exer- 
cise may  end  up  taking  pressure 
off  making  those  painful  spending 
cuts.  Given  the  way  the  process 
works,  it  would  be  at  least  five 
years  before  a  balanced-budget 
amendment  became  the  law  of  the 
land.  In  the  meantime,  federal  leg- 
islators could  go  about  their  budget 
business  as  usual. 

But  wouldn't  the  wait  be  worth 
the  expensive  candle  if  it  meant 
Uncle  Sam  would  eventually  put 
his  finances  in  order?  It  would  not. 
Congress  has  already  been  rather 
ingenious  in  finding  ways  to  ladle 


out  goodies  to  constituents  with- 
out having  these  activities  show 
up  in  the  official  budget.  Currently, 
Washington  hits  the  capital  markets 
for  more  than  $100  billion  a  year  for 
an  array  of  off-budget  items.  You  can 
bet  this  type  of  capital  allocation 
would  become  a  high  art  if  we  had  a 
balanced-budget  amendment. 

You  can  also  bet  that  our  repre- 
sentatives would  come  up  with  new 
ways  to  jiggle  budget  figures  [wasn't 
it  David  Stockman  who  said,  "no- 
body really  knows  what  these  num- 
bers mean"?),  and  to  put  additional 
new  costs  on  the  private  sector  via 
regulations. 

Another  pernicious  result  is  that 
Congress  would  more  likely  boost 
taxes  rather  than  restrain  its  spend- 
ing appetites.  We  had  enormous  in- 
creases in  taxation  during  the  past 
ten  years,  and  the  economy  is  suf- 
fering as  a  result.  Even  though  Presi- 
dent Reagan's  personal  income  tax 
reductions  don't  become  effective 
for  most  people  until  this  summer, 
he  is  facing  considerable  pressure  to 
postpone  or  kill  them. 


If  Washington  politicos  are  genu- 
inely serious  about  reducing  the  red 
ink,  they  can  enact  Reagan's  pro- 
posed cuts,  curb  the  off-budget  gim- 
micks and  give  the  Pentagon's 
spending  plans  the  examination 
they  should  have  received  from  De- 
fense Secretary  Weinberger. 

There  is  another  problem  with  a 
balanced-budget  amendment:  It  as- 
sumes that  the  most  important 
cause  of  our  economic  problems  is 
the  budget,  which  is  not  the  case. 
The  very  serious  shortcomings  in 
the  way  we  currently  conduct  mone- 
tary policy  is  doing  far  greater  dam- 
age. History  shows  that  sound  fiscal 
policy  is  invariably  undermined  if 
monetary  policy  is  in  disarray. 

Yet  the  sad  fact  is  that,  while 
politicos  have  no  hesitation  in  beat- 
ing their  chests  over  "excessive" 
spending— unless  it  affects  their  fa- 
vorite programs — they  shy  away 
from  examining  the  Federal  Reserve. 

The  result  of  this  type  of  amend- 
ment would  be  to  degrade  the  Con- 
stitution the  way  Prohibition  did 
more  than  half  a  century  ago. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  a  muse  this  editor's  mind.  -MSF 


Less  for  More 

Six  years  ago  the  Army  decided  to 
commission  its  own  shoulder-held  an- 
titank weapon,  called  the  Viper,  to 
replace  a  Norwegian  model  costing 
$135.  The  U.S.  version  would  be 
cheaper,  a  mere  $78,  and  have  a  longer 
range.  But  the  first  models  proved  too 
noisy,  so  the  firing  tube  was  length- 
ened. When  these  were  tested,  part  of 
the  barrel  blew  off.  Subjected  to  the 
prescribed  two-hour  water-immer- 
sion test,  the  weapon  failed  after  five 
minutes  under  water.  The  Norwegian 
model  now  costs  $250.  The  Viper  is 
expected  to  cost  $1,000  each. 

— Walter  Isaacson,  Time 

Instantly  a  Million  Plus 

Starting  immediately,  the  federal 
government  should  provide  a  $1,500 
personal  tax  credit  for  the  purchase  of 
an  American-built  car  or  truck  that 
gets  25  miles  per  gallon  or  better  fuel 
economy. 

I  know  that  a  $1,500  tax  credit  for 
one  year  would  increase  sales  by  one 
million  units.  I  know  it  would  bring 
250,000  people  back  to  work,  with  a 
lot  of  them  in  steel,  plastics,  rubber 
and  related  industries  .  .  .  and  30 
cents  of  every  dollar  we  pay  them  goes 
back  to  the  government  to  help  bal- 
ance the  budget.  It  would  save  a  bil- 
lion gallons  of  gasoline  a  year  as  peo- 
ple turn  in  their  old  gas  guzzlers  for 
new  fuel-efficient  automobiles. 

So  what  if  it's  politically  tough  to 
sell:  All  you  have  to  do  is  explain  it  to 
the  average  guy  and  he'll  understand 


it.  He  can  see  right  through  the  fact 
that  the  new  tax  law  doubles  the  in- 
vestment tax  credit  for  a  business 
that  buys  a  dozen  cars.  But  the  man  in 
the  street  can't  have  one  when  he 
buys  a  single  car  because  it's  not  free 
enterprise. 

— Chrysler  Chairman  Lee  Iacocca 

Successful  Dieting 

Food  is  an  important  part  of  a  bal- 
anced diet. 

— Fran  Lebowitz, 
Metropolitan  Life 

Snafued  Weaponry 

Full  production  of  the  second-gen- 
eration Maverick  missile,  at  a  cost  of 
$3.2  billion,  originally  was  to  start 
this  summer.  But  with  $173  million 
already  spent,  Air  For,ce  officials 
agreed  Feb.  23  that  up  to  two  years  of 
tests  are  needed  before  deciding 
whether  to  order  60,000  of  the 
Hughes  Aircraft  missiles.  The  new 
Maverick,  with  heat-seeking  sensors, 
was  designed  as  the  Air  Force's  No.  1 
tank  killer,  to  go  along  with  an  older 
television-guided  version  used  in 
combat  in  Vietnam.  The  new  Maver- 
ick's chief  problem:  Tests  showed  it 
keeps  missing  its  targets. 

The  Army's  M-l  tank  is  going  into 
service  at  a  cost  of  $2.5  million  each — 
five  times  higher  than  initial  esti- 
mates. Its  rubber  treads  still  wear  out 
after  1,100  miles,  but  fuel  consump- 
tion— improved  from  4  gallons  a  mile 
— is  rated  good  for  a  full  day  of  combat 
without  a  refill.  Development  took  20 


years,  so  long  that  the  M-l  will  hav< 
at  best  only  a  marginal  edge  over  thi 
latest  Soviet  tanks. 

— U.S.  News  6)  World  Repor\ 
*  *  * 

Does  it  make  sense,  critics  ask,  t( 
buy  7,058  M-ls  at  $19  billion  wher 
the  tank's  transmission  is  so  delicate 
that  the  vehicle  cannot  dig  itself  intc 
a  hull-down  position  on  the  battle 
field?  This  drawback  has  forced  the 
Army  to  provide  armored  combat 
earthmovers— high-speed  bulldoz 
ers — at  $1  million  each.  One  will  be 
assigned  to  each  tank  company,  oth 
ers  will  support  infantry,  artillery  and 
combat  engineer  units.  Because  the 
M- 1  's  turbine  engine  requires  3.86  gal 
Ions  of  fuel  for  every  mile  traveled,  the 
Army  will  also  require  a  new  fleet  of 
tankers  to  keep  armored  divisions 
operational  in  the  field. 

— Drew  Middleton 
New  York  Times 


Federal  regulations  repre- 
sent a  threat  to  the  imagina- 
tive capacities  of  the  Ameri- 
can people  second  only  to 
daytime  television. 

—A.  Bartlett  Giametti 
The  University  &  the  Public  Interest 


Psychic  Bull 

I  want  to  discredit  those  [psychics 
like  Uri  Geller  who  are  doing  ordinary 
magic  tricks  and  claiming  supernatu 
ral  powers,  because  they  are  a  disgrace 
to  my  profession.  They  are  liars  and 
frauds.  For  those  who  honestly  believe 
in  some  paranormal  power,  I  only 
want  to  show  them  that  the  evidence 
for  their  belief  is  full  of  holes.  ...  To 
some  extent  I  can  say,  "Let  them  be- 
lieve; it's  their  life,"  which  is  just  like 
giving  a  heroin  addict  all  he  wants 
Let  him  become  useless.  But  why 
should  we  let  people  become  mentally 
useless?  When  you  come  to  accept 
such  bull,  you're  open  to  belief  in 
anything. 

— magician  James  Randi,  Omni 

Time  for  Tea 

"What  does  it  feel  like  to  be  nearly  a 
hundred  years  old?"  the  shepherd's 
widow  was  asked.  She  was  stout  and 
sane.  "Well,  you  wake  up  in  the  morn- 
ing, you  say  to  yourself,  'What,  still 
here?'  And  then  you  make  the  tea." 

— Ronald  Blythe, 
The  View  in  Winter 


It's  people  like  you  who  make  it  worthwhile  for 
people  like  us  to  be  enormously  wealthy. 


28 


FORBES,  APRIL  12,  1982 


DON'T  BUY  A  MAGNAVISION 
IUST  BECAUSE  IT  PLAYS  MOVIES 


Watch  your  favorite  movie  on  Magnavision® 
and  you'll  hardly  recognize  it. 

Because  Magnavision  gives  you  a  sharp, 
astonishingly  clear  picture — better  than  any 
VCR  can  deliver.  And  most  discs  are  recorded 
in  brilliant  stereo  sound  as  well,  so  you  can 
hear  your  movie  sound  track  the  way  it  was 
meant  to  be  heard... a  whole  new  dimension  in 
video/audio  entertainment  systems. 

But  we  didn't  develop  Magnavision  just  for 
movies. 

Magnavision  is  a  LaserVision  player. 

And  you'll  be  able  to  do  things  with  the 
LaserVision  system  that  are  impossible  with 
other  systems. 

It  all  starts  with  a  laser  beam:  the  heart  of 
Magnavision. 

The  laser  beam  picks  up  a  picture  from  a 
special  video  disc  (it's  about  the  same  size  as 
a  long-playing  record,  but  it's  made  of  tough 
aluminum  plated  acrylic). 

Nothing  touches  the  disc  except  a  tightly 
focused  beam  of  light  which  reads  the  0.4 
micrometer  pit  on  the  disc.  So  there's  nothing 
to  wear  out,  and  you  can  expect  to  see  the 
same  sharp,  clear  picture  time  after  time. 

Variable  speed  slow  motion,  jitter-free 
freeze-frame  on  any  of  the  standard  disc's 
54,000  individual  frames,  and  a  "Rapid 
Search"  button  let  you  find  just  the  place  you 
want,  when  you  want  it — in  seconds. 

This  advanced  technology  also  gives  you 
room-filling  stereo  sound  (you  can  play  it 


through  your  own  stereo  system — frequency 
response  is  40  to  20,000  HZ±3db). 

You  can  enjoy  movies,  shows  and  concerts 
(wait  till  you  hear  Olivia  Newton-John's*  new 
video  Physical  disc  in  stereo!). 
And  the  list  grows  longer  every  day. 

There  are  also  more  and  more  "interactive" 
laser  discs  available — that's  where  the  fun 
begins. 

These  are  discs  that  let  you  participate, 
using  the  Magnavision  wireless  Infrared 
Remote  Control. 

You  can  learn  How  to  Watch  Pro  Football' 
(and  be  quizzed  afterwards);  or  try  all  the 
games  and  puzzles  on  the  Grammy  nominated 
The  First  National  Kidisc. 

You  can  go  on  art  gallery  tours  and  attend 
classical,  pop  or  rock  concerts. 

Don't  know  how  to  filet  a  flounder?  Take 
the  Master  Cooking  Course'  from  Craig 
Claiborne  and  Pierre  Franey.  Just  put  your 
Magnavision  into  "Slow  Motion"  and  they'll 
show  you  exactly  how  it's  done. 

You  can  see  it  all  on  Magnavision  right  now. 

Just  stop  in  at  your  nearest  Magnavision 
Dealer,  push  the  "PLAY"  button,  and  step  into 
the  future.  To  find  your  nearest  dealer,  call 
toll-free  800-447-4700. 
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The  brightest  ideas  in  the  world 
are  here  today. 


The  evolution  of  the  new 
Mercedes-Benz  Coupe. 


The  new  380  SEC  is  the  coupe  that 
Mercedes-Benz  has  been  readying  itself  to  create  for  83  years. 
There  is  no  automobile  like  it,  at  $52,000*  or  any  price. 


A  motorized 
carriage  built 
by  the  co- 
founder  of 
Mercedes- 
enz  in  1899  was  the  first  auto- 
lobile  ever  to  be  called  a  coupe. 
This  Benz  "My  Lord"  founded 
coupe  lineage  that  must  by 
ow  be  the  most  aristocratic  and 
lost  envied  anywhere:  evolving 
:ter  1927  from  thinly  disguised 
icing  machines  into  roadsters 
nd  cabriolets  as  sumptuous  as 
ley  were  powerful;  gaining 
xed  steel  roofs;  ever  more  civi- 
zed  as  driving  itself  became 
lore  civilized. 

Until  today  when,  whatever 
s  character  or  type  or  age-if  it  is 
Mercedes-Benz  coupe,  it  is 
robably  a  collector's  item. 

There  is  now  a  new  coupe,  the 
30  SEC.  It  is  Mercedes-Benz  at 
s  technological  zenith.  List  all 
lose  things  a  car  of  this  kind 
lould  do  well  and  point  for 
oint  it  is  meant  to  score  more 
ighly,  more  often,  than  any 
ther-even  any  other  Mercedes- 
enz  coupe. 

Its  0.35  drag  coefficient  makes 
lis  one  of  the  most  aerodynam- 
:ally  advanced  designs  in 
>roduction  today. 


Inside,  four  persons  are 
accommodated  in  four  individ- 
ual seats  that  feel  sculpted  in 
leather.  They  are  served  by  vir- 
tually every  electric  assist  and 
other  amenity  in  the  Mercedes- 
Benz  repertoire. 

Mechanical  butler 

Burled  walnut  veneer  lends 
this  cabin  a  warm  and  clubby 
atmosphere.  So  pampered  is  the 
driver  that,  as  he  turns  on  the 
ignition,  he  is  served  up  his  seat 
belt  by  a  mechanical  butler.  "If 
you  dare  to  ignore  it"  reports 
Autocar,  "it  continues  to  hold  out 
the  belt  for  half  a  minute,  then- 
you  feel  the  disapproval-it  sadly 
retires  again  into  its  hole" 

The  380  SEC,  meanwhile  han- 
dles and  corners  with  the  best 
sports  cars.  Its  suspension  is  so 
supple,  lending  the  tires  such 
bite,  that  you  can  make  good 
time  even  on  atrocious  roads. 

Yet  the  car  is  so  soothingly 
quiet  that  there  is  barely  any  wind 
noise  at  highway  speeds. 

The  380  SEC  is  engined  with 
the  most  efficient  V-8  in 
Mercedes-Benz  history,  a  light 
alloy  3.8  liter  whisperer.  Your 
gearshifts  are  made  for  you 
hydraulically,  by  a  highly  auto- 


mated four-speed  automatic 
gearbox. 

There  is  something  notable 
about  almost  every  aspect  of  the 
380  SEC.  This  coupe  provides  a 
sedan-sized  trunk  of  more  than 
14  cu.  ft.  capacity.  The  outside 
door  handles  wear  aerodynami- 
cally  shaped  gauntlets.  Every  car 
has  windshield  washers,  but  the 
380  SEC's  washer  nozzles  are 
heated,  as  a  deicing  measure. 

Quantities  limited, 
significance  universal 

The  380  SEC  will  be  minted  in 
restricted  numbers  for  a  few 
fortunate  customers  per  year.  For 
the  rest  of  the  world  it  will  stand 
as  a  landmark  of  automotive 
design-probably  through  this 
decade  and  beyond. 

'  Approximate  suggested  advertised  delivered 
price  at  port  of  entry. 

©1982  Mercedes-Benz  N.A.,  Inc.,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


Chesebrough-Prmd's  Success  Story  No.7 


Ragu  Sauces.  Accounting  for 

two  out  of  three  purchases 
in  a$350  million  a  year  market. 


When  Ragu  sauces  first  joined  the 
( Ihesebrough-Pond's  family  in  1969, 
ii  was  a  high  qualit)  i  egional  brand  with 
sales  of  22  million.  Today  Ragu  is  not  onl) 
the  national  category  leader,  it  is  also  the 
leader  in  new  product  areas  with  entries 
like  Pizza Quic  k  sauce.  And  this  past  year. 
Packaged  Foods  Division  sales  advanced 
again,  reaching  a  new  high  of  over  $260 
million.  That's  performance  that  will  whet 
any  appetite. 

In  packaged  foods,  casual  footwear, 
c  hildren's  apparel,  cosmetics,  fragrances, 
health  and  beauty  products,  Chesebrough- 
Pond's  is  dedi«  ated  to  quality  and  value. 
This  has  helped  -  ur  leadership  brands 


increase  sales  and  earnings  for  26  years 
straight.  And  enabled  us  to  pay  dividends 
without  interruption  foi  100  years: 

Foi  the  Think-Ahead  Investor,  a  solidgrowth 
investment.  Call  your  stockbroker/of  an  inde- 
pendent analysis. 

Chesebrough^onds  Inc. 


vaseline 

Intensive 
Care 

Raws 

PRINCE 
MATCHABEIII 

&044 

PONDS 

Vaseline 

Health-tex  aziza 

Cutex 

These  brand  names  are  registered  trademarks 
of  Chesebrough-Pond's  Inc  and  its  divisions 


Consistent  profitable  growth... through  leadership  brands. 


What's  Ahead  for  Business 


Edited  By  Thomas  O'Donnell 


No  reason 
for 

brake  slamming 


Are  the  downturns 
of  1980  and  1981 
part  of  the 
same  event? 


The  right  budget 
compromise  will 
sustain  a  boom 


HIGH  (AND  UNNECESSARY)  ANXIETY 

Expect  the  unadjusted  numbers  tracking  the  money  supply  to 
jump  over  the  next  few  weeks.  The  cause  will  be  merely  technical  and 
seasonal — the  Treasury  will  be  returning  overpayments  to  taxpayers  — 
but  it  will  nevertheless  arouse  a  predictable  amount  of  unnecessary 
anxiety. 

The  financial  markets  will  overreact  as  the  money  supply  balloons 
because  memories  of  what  happened  a  year  ago  are  still  green.  In  April 
1981  there  was  a  substantial  increase  in  the  money  supply,  whereupon 
the  Federal  Reserve  slammed  on  the  brakes,  sending  interest  rates 
through  the  roof  and  the  markets  into  a  tailspin. 

That  won't  happen  this  time  around  because  there  is  no  reason  for 
brake-slamming.  The  war  against  inflation  is  clearly  being  won  (see  p. 
39).  The  Fed  knows  that  its  grip  on  the  money  supply  is  not  relaxing 
enough  to  revive  inflationary  fears.  After  an  initial  flap,  the  markets 
will  know  it  too. 

Corporate  planners  looking  beyond  the  next  few  weeks  will  have  to 
play  an  especially  cautious  game.  A  steady  hand  at  the  Fed  means  that 
interest  rates  are  not  likely  to  rise,  despite  the  seasonal  bulge  in  the 
money  supply.  But  it  also  means  that  interest  rates  are  not  likely  to  fall 
dramatically  either.  And  that,  in  turn,  means  that  the  economy's 
much-hoped-for  recovery  will  be  more  fragile  and  occur  later  in  the 
year  than  had  been  expected. 

A  continuation  of  high  rates  could  also  doom  the  economy  to  mild, 
annual  recessions.  Some  observers  believe  that  the  downturns  of  early 
1980  and  the  one  we  are  still  in  today  are  really  part  of  the  same  event. 
Neither  recession,  they  point  out,  was  strong  enough  to  wash  out 
weakness  or  lay  the  groundwork  for  a  strong  recovery.  Even  Alan 
Greenspan,  who  helped  draw  up  President  Reagan's  economic  program, 
fears  high  rates  could  lead  to  limited  growth  for  years  to  come. 

What's  Ahead  doesn't  think  that's  likely.  If  Congress  and  the  Adminis- 
tration reach  a  deadlock  on  the  deficit,  there  would  be  immense 
uncertainty,  which  would  carry  an  immense  economic  price.  But  we 
continue  to  believe  a  deadlock,  despite  current  rhetoric,  is  unlikely. 

For  weeks,  the  White  House  and  the  Hill  have  been  quietly  working 
on  a  compromise.  It  shapes  up  something  like  this:  a  cut  in  defense 
budget  authority  of  nearly  $20  billion  and  a  stretch-out  of  the  1983  tax 
cut.  Also  in  the  cards  is  a  sharp  reduction  in  entitlement  programs  such 
as  food  stamps  and  welfare.  Expect  a  small  increase  in  business  taxes 
and  perhaps  a  repeal  of  the  leasing  laws  written  just  last  year. 

Compromise  along  such  lines  could  set  off  a  sustained  boom.  Even 
Administration  critics  concede  that  the  fundamentals  for  a  strong 
recovery  are  now  in  place — provided  rates  come  down.  In  July,  in- 
creases in  Social  Security  payouts  and  the  second  phase  of  the  tax  cut 
will  put  additional  spending  money  in  consumers'  hands.  Inflation  is 
rapidly  receding.  And  the  Fed  finally  is  demonstrating  a  steady  hand.  In 
spite  of  some  rough  spots  immediately  ahead,  the  long-term  outlook  is 
brighter  than  it  has  been  in  years. 
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Bright  spots.  The  Forbes  Index  was  down  only  slightly, 
mainly  because  several  economic  indicators  turned  in 
surprisingly  strong  showings.  Industrial  production  rose 
1.6%  in  February,  while  new  housing  starts  jumped  7.3% 
from  January's  dismal  level.  Most  important,  consumer 
spending  began  to  accelerate  as  retail  sales  increased 


1.6%.  Personal  income  also  posted  a  gain,  rising  0.5%. 
Since  consumers  are  expected  to  lead  the  way  to  recovery, 
higher  income  and  sales  could  mean  an  upturn  is  at  hand. 
Optimism,  however,  may  be  premature.  The  improve- 
ment could  be  due  to  the  fact  that  January  results  werel 
extremely  poor  and  a  bounceback  was  inevitable. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  suns,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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JVHY  YOU  SHOULD  BUY 
V  BUSINESS  COMPUTER 
FROM  A  COMPANY 
YOU  PROBABLY 
NEVER  HEARD  OF. 


BECAUSE  TELEVIDEO  SYSTEMS 
DELIVER  MORE  PERFORMANC 
AND  RELIABILITY  FOR  THE 
MONEY  THAN  THE  COMPANIES 
YOU  HAVE  HEARD  OF. 


TELEVIDEO. 
1  THE  GROWING  FORCE 
;  N  BUSINESS  COMPUTING. 

'■fore  its  entry  into  the  small  business 
jmputer  market,  TeleVideo  startled 
1 3  business  and  computer  world 
Jh  its  unusual  success  in  the  manu- 
turing  and  marketing  of  CRT 
puter  terminals. 

ased  on  the  philosophy  that  simple 
sign  and  high  quality  components 
;rease  reliability  and  decrease  price, 
leVideo  quickly  became  the 
^mber  one  independent  supplier 
CRT  terminals. 

TeleVideo  is  now  entering  the  small 
siness  computer  market,  using  the 
me  philosophy  to  market  systems  of 
3  same  high  reliability  and  economy 
TeleVideo  is  also  breaking  new 
ound  by  offering  TeleSolutions™ 
mique  computer  and  software 
ismess  solution  that'll  make  your 
Dve  to  a  business  computer  much 
sier  and  more  cost-effective 

THE  TS  802. 
YOUR  FIRST  SERIOUS 
COMPUTER. 

though  theTS  802  is  state-of-the-art 
id  its  functions  are  sophisticated, 
s  simple  to  master  and  is  the  lowest 
iced  of  TeleVideo's  computers. 
What  will  the  TS  802  do  for  you? 
It'll  make  you  more  productive.  It 
n  store  up  to  250  typewritten  pages 
each  of  its  two  removable  disk- 
es,  and  can  type  those  pages  out  at 
'ate  of  at  least  one  line  every  two 
conds.  Keeps  complete  tax  and 
yroll  records,  prints  checks,  main- 
ns  a  general  ledger  and  tabulates 
b-to-the-minute  entries  into  accounts 
eyable,  receivable,  inventory  and 
sales  order  processing.  Helps 
with  budgets,  forecasts, 
and  job  estimates.  In 
fact,  theTS  802 
quickly  creates  and 


conveniently  stores  the  documents 
and  reports  you  need  to  run  a  busi- 
ness efficiently 

But  let's  say  your  company  is  larger, 
and  you  need  even  more  storage. 
TheTS  802's  brother -theTS  802H 
—  gives  you  ten  times  more  storage 
capacity. 

Both  theTS  802  and  TS  802H  are 
built  around  a  field  proven  high  speed 
microprocessor  with  all  the  mam 
memory  you  need  for  your  business. 
Both  include  the  CP/M®  operating 
system,  which  gives  you  access  to  more 
software  programs  than  any  other 
operating  system.  Both  come  as  self- 
contained  units  with  a  video  screen 
and  a  typewriter  and  calculator-style 
keyboards.  And  both  are  designed  to 
work  with  a  variety  of  printers  and 
modems  that  transmit  data  by  phone. 

COMPUTERS  THAT  GROW 
AS  YOU  GROW. 

The  TS  802  and  TS  802H  are  single  - 
user,  stand  alone  computers.  Yet 
when  plugged  into  TeleVideo's  more 
powerful  TS  806  or  TS  816  multi-user 
systems,  they  become  intelligent  satel- 
lite terminals  in  a  larger  system.  For 
example,  up  to  16  stations  can  operate 
simultaneously  with  theTS  816  multi- 
user system.  This  expansion,  or  net- 
working, protects  your  original  invest- 
ment because  theTS  802s  do  not 
have  to  be  replaced  by  a  larger  com- 
puter as  your  data  processing  needs 
grow 

TELESOLUTIONS.™ 
THE  BETTER  BUSINESS 
SOLUTION. 

A  computer  is  of  no  use  without 
software;  it  isn't  much  better  if  you 
don't  have  the  right  software. 

So  instead  of  offering  you  just  a 
small  business  computer,  TeleVideo 
offers  a 
computer 
and  soft- 
ware 
package 
designed 
so  each 


brings  the  most  out  of  the  other. 

The  package  is  called  TELE- 
SOLUTIONS. 

When  you  buy  either  the  TS  802  at 
$3,495*  or  TS  802H  at  $6,995f  Tele- 
Video includes  MicroPro's  s  word 
processing  WordStar,™  and  business 
planning  CalcStar™  software  pro- 
grams for  a  special  price  of  $500  —  a 
savings  of  nearly  $300 

WORLDWIDE  SERVICE. 

TeleVideo's  small  business  computers 
are  serviced  by  a  professional, 
nationwide  service  network,  and 
distributors  in  the  U.S.  and  in  27 
countries  abroad. 

THE  BETTER  BUSINESS 

SOLUTION? 
PROVE  IT  TO  YOURSELF. 

Before  you  begin  evaluating  com- 
puters for  your  business,  make  a  list 
of  what  you'd  like  a  computer  to  do 
for  you.  Then  bring  that  list  to  one  of 
TeleVideo's  computer  dealers  through- 
out the  country  Sit  down  at  a  TeleVideo® 
computer,  and  see  how  easy  it  is  to 
use.  Study  the  TeleSolutions  package. 
Compare  its  price  and  performance 
with  the  computers  you  have  heard  of. 
We  believe  you'll  select  TeleVideo. 

You  won't  find  a  better  business 
solution  anywhere. 

For  more  information  call  toll  free 
800-538-1780. 

©Tel^ided 


TeleVideo  Systems,  Inc. 
Dept.  #603A 
1170  Morse  Avenue 
Sunnyvale,  CA  94086 

Please  send  details  on  TeleVideo  computers 
and  TeleSolutions  to 

NAME  

TITLE  


1 


COMPANY. 
ADDRESS_ 
CITY  


STATE _ 


_ZIP^ 


|  TELEPHONE!  )  

TeleSolutions  is  a  trademark  of  TeleVideo  Systems,  Inc 
WordStar  and  CalcStar  are  trademarks  of  MicroPro 
International  Corporation 

CP/M  is  a  registered  trademark  of  Digital  Research  Inc 
'Prices  are  suggested  retaikexcluding  applicable  state 
and  local  taxes  -  Continental  USA.  Alaska  and  Hawaii 


It  takes 


GROWTH 


mm 


to  manage 
Corporate 
.  Risks. 


Here,  Mt  Tahmoush,  Chmn.  &  CEO  of  Frank  B.  Hall, 
the  inventive  corporate  insurance  services  firm  discusses 
growth  with  some  of  our  worldly  neighborhood  kids.  We 
handle  risks  everywhere.  Call  Hall  today. 


CO.* 


Creative  insurance  servie 
We've  got  what  it  takes. 


Forbes 


Everybody  says:  Fight  inflation!  But  now 
that  we  are  starting  to  pay  the  price — 
ouch!  And  ouch  again! 


Leaning  on  the 
suppliers 


By  Priscilla  S.  Meyer 
with  Anne  Field 

W'  hen  General  Motors  Corp. 
told  all  its  suppliers  in  Febru- 
ary to  cut  prices  by  2%,  most 
people  (except,  of  course,  the  suppli- 
ers) thought  it  a  special  case  deriving 
from  the  auto  industry's  special  prob- 
lems. But  now  the  demands  for  price 
cuts  are  spreading,  strengthening  the 
deflationary  forces  at  work  within  the 
economy. 

At  the  bottom  of  the  supply  chain, 
price-cut  demands  are  pounding  on 
the  steel  and  materials  suppliers,  at 
the  same  time  that  financially  trou- 
bled agricultural,  construction  and 
heavy  equipment  makers  are  jumping 
onto  the  price-cut  bandwagon.  Inter- 
national Harvester  and  Allis- 
Chalmers  are  in  the  act,  amidst 
slumping  demand  in  a  market  already 
rife  with  discounting.  "When  we  get 
requests  for  price  cuts  we  say,  'Sure, 
but  first  give  us  an  order,'  "  says  Jack 
Heltman,  vice  president-material  at 
Mueller  Brass  Co.,  a  unit  of  Sharon 
Steel  Corp.  The  pressure  mounted  late 
last  month,  when  CM  asked  steel  sup- 
pliers to  bid  for  its  business,  meaning 
the  big  automaker  would  no  longer 
pay  list  prices.  This  raised  the  pros- 
pect that  some  current  suppliers 
might  not  get  any  business  from  the 
big  automakers  at  all. 

Early  clues  to  the  deflationary  push 
showed  up  in  Labor  Department  fig- 
ures for  February.  The  Producer  Price 
Index  had  its  first  monthly  drop  in  six 
years,  dipping  at  a  seasonally  adjusted 
annual  rate  of  1.7%.  Deeper  in  the 


supply  chain,  prices  for  goods  at  the 
intermediate  stage  of  processing  fell 
at  a  3.8%  seasonally  adjusted  rate. 

Figures  prepared  by  the  National 
Association  of  Purchasing  Manage- 
ment for  February  confirmed  the 
trend.  They  showed  23%  of  the  mem- 


Down,  down,  down 


The  deeper  you  go  in  the  supply 
chain,  the  stiffer  the  price-cut- 
ting. The  squeeze  is  on  suppliers 
who  can't  find,  or  afford,  credit. 

Percent  (seasonally  adjusted  annual  rate) 
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■Estimate  for  Consumer  Price  Index 
Source:  Department  of  Labor 


bers  paying  lower  prices,  with  13% 
paying  more,  the  first  time  since  the 
first  half  of  1975  that  purchasers  re- 
ported more  price  dips  than  increases. 
It  was  only  the  second  time  such  a 
thing  has  happened  in  19  years. 

At  best,  all  that  this  means  is  that 
deep  at  its  core  the  economy  is  even 
more  deflationary  than  imagined.  At 
worst,  many  suppliers  are  poised  for 
collapse.  Says  one  economist,  "For 
the  next  6  to  12  months  we  should  see 
strong  disinflation  that  will  be  even 
more  marked  at  the  supply  level  than 
among  manufacturers." 

For  a  long  time  people  have  yearned 
for  "the  good  old  days"  when  prices 
went  down  as  well  as  up.  Now  it  is 
happening  and  they  are  not  so  sure  it's 
what  they  really  want.  There  is  a  ten- 
dency to  look  back  on  1975  as  a  bene- 
ficial period  because  the  recession  of 
that  year  brought  the  inflation  rate 
way  down.  What  is  generally  forgot- 
ten is  how  painful  that  recession  was. 
This  one  looks  like  it  may  be  worse. 
Gary  Wenglowski,  director  of  eco- 
nomic research  at  Goldman,  Sachs, 
thinks  the  situation  will  produce 
more  bankruptcies  this  time,  because 
many  suppliers  either  can't  afford  to 
borrow  or  can't  get  credit  to  tide  them 
over  till  the  next  pickup. 

Craig  Roberts,  an  architect  of  Rea- 
gan's economic  plan  who  exited  from 
the  Treasury  recently  to  become  a  re- 
search economist  at  Georgetown  Uni- 
versity, says  he  doesn't  disagree  about 
the  plight  of  the  suppliers.  "They  are 
going  to  find  it  harder  to  get  out  of 
this  recession,"  he  says. 

With  no  solution  in  sight,  many 
suppliers  are  grappling  with  life-or- 
death  decisions.  D.A.B.  Industries, 
Inc.,  a  Troy,  Mich,  maker  of  bearings 
and  bushings,  decided  to  comply  with 
the  automakers'  price  cuts.  "This  was 
a  major,  major  decision,"  says  K.G. 
Frank,  D.A.B. 's  president.  D.A.B.  is 
financially  strong  despite  current 
losses,  he  says,  adding,  "I'm  sure  there 
are  companies  teetering  on  bankrupt- 
cy that  had  to  make  that  decision." 

"Two  percent — we're  talking  in  ex- 
cess of  at  least  a  quarter  of  a  million 
dollars  right  out  of  our  bottom  line," 
Frank  says,  noting  that  D.A.B.  had 
sales  last  year  of  about  $65  million. 

The  price-cut  demands  filtering 
down  through  the  suppliers  are  blunt. 
Typically,  a  Mar.  3  form  letter  to  sup- 
pliers from  W.P.  Liggett  Jr.,  purchas- 
ing manager  at  Ingersoll-Rand's  Terry 
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Corp.  steam  turbine  division,  saysf 
"Upon  your  notification  of  agreement 
and  for  your  convenience,  we  will  de- 
duct 2%  of  the  total  dollar  value  of  the 
invoice.  I  have  instructed  my  buyers 
in  our  purchasing  department  to  place- 
orders  only  with  those  suppliers  coop- 
erating in  this  effort." 

Early  indications  are  that,  given 
such  conditions,  most  suppliers  are 
complying.  Allis-Chalmers apparently 
ran  into  more  resistance  with  a  de- 
mand for  4%  cuts.  Manufacturers  re- 
port some  holdouts  among  the  largest 
suppliers,  who  have  bargaining  clout, 
and  the  smallest,  whose  compliance 
could  send  them  immediately  under. 
GM,  which  started  its  price-cut  pro- 
gram for  the  1982  model  year  on  Feb. 
1,  said  about  75%  of  its  suppliers  had 
complied  by  early  March,  although 


l>.\B  Industries  President  K  (,  Frank 
$250,000  right  off  the  bottom  line. 


some  negotiated  smaller  reductions  oi 
product-by-product  cuts. 

"I  can  tell  you  frankly  that  most  are 
participating  (with  the  automakcrsj,'' 
says  Robert  Navarre,  president  ol 
Simpson  Industries,  Inc.,  a  Litchfield, 
Mich,  maker  and  supplier  of  preci- 
sion-machined products.  Simpson 
says  it  passed  along  automaker  price 
cuts  to  its  own  suppliers.  "And  we 
have  had  few  not  participate,"  says 
Navarre. 

Not  a  few  businessmen  look  back 
wistfully  to  the  good  old  inflationary 
days,  when  no  matter  what  else  hap- 
pened they  could  simply  pass  the  buck 
on  rising  costs.  And  not  a  few  others 
aren't  going  to  be  in  business  if  and 
when  the  economy  emerges  from  the 
recession  into  a  period  of  growth  and 
stable  prices.  ■ 


"First  the  whole  world  was  for  it,  now  the 
whole  world's  against  it"  says  the  top  fi- 
nancial officer  of  Emerson  Electric. 


Shelving 
the  shelf  rule 


By  Priscilla  S.  Meyer 


T|  here  has  been  alot  of  scare  talk 
that  the  Securities  &  Exchange 
Commission's  new  Rule  415 
could  spell  the  end  of  old-line  invest- 
ment banking  because  it  permits  com- 
panies to  sell  their  own  securities  di- 
rectly by  auction  any  time  they  want. 

Companies  like  Exxon,  Du  Pont 
and  U.S.  Steel  have  pushed  strongly 
for  the  proposed  rule  since  last  fall, 
thinking  that  it  would  mean  lower- 
cost  underwritings.  According  to  Lee 
Spencer,  head  of  the  SEC's  corpora- 
tion finance  division,  the  SEC  re- 
ceived no  fewer  than  52  letters  on  the 
proposed  rule.  "No  corporations  op- 
posed it,"  he  says.  "The  heat's  on 
Morgan  Stanley,"  proclaimed  theNew 
York  Times. 

Well,  guess  again.  Blue  chip  corpo- 
rations are  having  a  change  of  heart 
about  Rule  415,  or  the  "shelf  rule"  as 
it  is  called,  as  they  have  faced  up  to 


real-life  problems  the  rule  may  cause. 
"First  the  whole  world  was  for  it,  now 
the  whole  world's  against  it,"  says 
James  J.  Kerly,  chief  financial  officer 
of  Emerson  Electric.  "Maybe  in  the 
final  analysis  things  won't  change 
that  much,"  speculates  W.  Allen  Har- 
rison, assistant  treasurer  of  Exxon. 
American  Telephone  &  Telegraph  has 
no  present  plans  to  use  the  shelf  rule 
in  its  underwritings  and  doesn't  plan 
to  state  its  position  immediately. 

Big  business  is  reconsidering  partly 
because  many  companies  have  since 
come  to  realize  that  investment  bank- 
ing firms  would  naturally  attempt  to 
recoup  in  trading  profits  what  they 
lost  in  investment  banking  fees  under 
the  new  rule.  And  there  is  plenty  of 
room  for  trading  speculation.  Under 
the  old  syndication  system,  prices  of 
bonds  normally  remain  stable,  al- 
though some  discounting  may  result 
ultimately  if  too  many  securities  go 
unsold.  Under  the  shelf  rule,  however, 


prices  and  commissions  would 
change  minute  to  minute  as  the  total 
borrowing  dribbles  out  bit  by  bit.  To 
the  trader  that's  opportunity. 

"Bond  desks  are  more  important  in 
a  Rule  415  environment,"  says  Robert 
Scott,  managing  director  of  Morgan 
Stanley.  "If  someone  makes  what  we 
think  is  a  stupid  bid,  dealers  could 
short  the  bonds  right  away."  Since 
there  wouldn't  be  the  usual  two-day- 
to-seven-day  delay  period  under  the 
shelf  rule,  that  kind  of  short  selling 
could  suddenly  drive  down  the  price 
of  new  securities  at  the  very  moment 
the  company  was  putting  more  secur- 
ities on  the  market. 

The  blue  chips  profess  not  to  be 
worried.  "We're  not  scared  of  a  free 
market,"  says  Exxon's  Harrison. 
"Shorting  and  swaps  are  going  on  right 
now.  "But  not  in  the  initial  selling  days. 

Harrison  claims  Exxon  is  still  inter- 
ested in  Rule  415,  but  he  concedes 
that  the  company  will  probably  con- 
tinue to  rely  on  investment  bankers 
for  evaluations  of  bids  and  advice. 

Sure,  some  companies  are  going  to 
try  Rule  415  during  the  current  nine- 
month  trial  period.  Citicorp  has  al- 
ready announced  plans  to  offer  up  to 
S500  million  of  its  securities  under 
the  shelf  rule  and  other  big  issuers  are 
expected  to  follow  suit.  "A  handful  of 
large  utilities,  big  bank  holding  com- 
panies, perhaps  a  few  large  finance 
companies  like  General  Motors  Ac- 
ceptance Corp.  and  General  Electric 
Credit  Corp.  will  try  the  shelf  rule," 
says  John  Whitehead,  co-head  of 
Goldman,  Sachs. 

But  don't  hang  crepe  for  Morgan 
Stanley  and  the  other  big-time  Wall 
Street  underwriters  because  of  415. 
Most  companies  will  probably  shelve 
the  shelf  rule.  ■ 
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Does  President  Reagan  want  to  dismantle 
his  predecessors'  social  programs?  Let's 
take  a  look  at  the  numbers. 


Truth  squad 


By  James  W.  Michaels 
and  Aaron  Bernstein 


There's  a  general  misconcep- 
tion in  the  country  that  heavy 
social  spending  by  the  federal 
government  is  a  legacy  from  Franklin 
D.  Roosevelt  and  the  New  Deal.  Not 
so.  While  most  of  the  social  pro- 
grams— Social  Security  in  particular — 
trace  their  roots  to  the  Depression- 
fighting  days  of  the  1930s,  social 
spending  did  not  become  a  major  fac- 
tor in  the  federal  budget  until  Lyndon 
Johnson's  Great  Society  barely  15 
years  ago.  And  it  was  during  a  Repub- 
lican Administration,  Richard  Nix- 
on's, that  social  spending  really 
soared.  The  chart  below  tells  the  sto- 


ry: Social  spending — payments  to  in- 
dividuals— normally  took  under  25% 
of  the  federal  budget  until  the  late 
1960s,-  before  Nixon  left  the  White 
House  it  had  soared  to  40%.  In  1964 
Washington  was  doling  out  under  $32 
billion  a  year  for  all  social  programs, 
Social  Security  included.  In  1981  the 
figure. was  $317  billion.  Adjusted  for 
inflation,  social  spending  had  quadru- 
pled in  less  than  20  years. 

Meanwhile,  defense  spending  was 
dropping  sharply  both  in  its  share  of 
the  federal  budget  and  in  its  share  of 
gross  national  product;  the  lines  first 
crossed  in  Nixon's  first  term.  In  John 
F.  Kennedy's  time  the  U.S.  spent 
nearly  $2  on  defense  for  every  $1  for 
social  and  individual  income  pro- 


grams. Now  the  proportions  are  re- 
versed. From  the  mid-1960s  to  1981, 
social  spending  went  up  three  times 
as  fast  as  defense  spending. 

Call  it  social  spending,  income  re- 
distribution, or  call  it,  as  the  statisti- 
cians do,  "payments  for  individuals." 
Under  any  name,  social  spending  is 
one  of  the  glories  of  modern  civiliza- 
tion. It  helps  spare  the  aged,  the  sick 
and  the  poor  from  economic  suffering 
and  tries  to  create  a  more  equal  soci- 
ety. (Payments  for  individuals  as  de- 
fined here  include  Social  Security,  fed- 
eral employee  retirement,  medical 
care,  food  and  nutrition  programs  and 
public  assistance.)  But  this  can  be 
achieved  only  by  taking  money  from 
the  more  fortunate  and  giving  it  to  the 
less  fortunate.  A  lot  of  it  gets  spilled 
on  the  way.  Social  spending  is  now  so 
big  in  the  U.S.  that  it  can't  be  fi- 
nanced any  longer  by  "taxing  the 
rich."  A  lot  of  the  burden  now  is  on 
people  who  aren't  all  that  well  off. 

Reaganomics.  Is  Reagan  planning  to 
dismantle  the  social-spending  appara- 
tus? As  the  chart  shows,  social  spend- 
ing's  share  of  federal  spending  will 
drop  only  modestly  under  the  Reagan 
Administration's  planned  budgets;  it 
will,  by  design,  drop  somewhat  more 
as  a  proportion  of  GNP.  Overall,  there 
are  no  Reagan  cutbacks — only  a 
hoped-for  leveling  off. 

Defense  spending?  Even  if  the  Ad- 
ministration gets  its  way — no  fore- 
gone conclusion — defense's  share  of 
the  GNP  will  only  creep  back  to 
where  it  was  in  Kennedy's  time.  ■ 


Rhetoric  versus  reality 

To  statisticians,  social  spending  is  "payments  for  indi- 
viduals." As  the  chart  shows,  the  U.S.'  big  increases  in 
social  spending  came  not  under  Democratic  adminis- 

trations  but  in  President  Nixon's  time.  President  Rea- 
gan's "cutbacks"  are  merely  intended  to  level  the 
trend — to  slow  the  growth — not  to  reverse  it. 

Percent  of  gross  national  product 

Percent  of  federal  budget 
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Harold  Hall's  ambitions  to  turn  the 
merged  Southern  and  N&W  railroads  into 
a  total  transportation  company  scare  the 
trucking  industry  half  to  death. 

The  specter 
of  intermodal 


By  Eamonn  Fingleton 


If  you  think  the  financial  supermar- 
ket rattles  the  banks,  listen  to  the 
plans  of  Harold  Hall,  the  ambitious 
president  of  Southern  Railway  Sys- 
tem, for  a  transportation  supermar- 
ket— once  the  Southern's  merger  with 
the  Norfolk  &  Western  goes  through. 


Hall's  scheme  has  the  struggling 
trucking  industry  plenty  scared. 

"If  I  go  into  a  hardware  store  and  buy 
something,  I  don't  want  to  talk  to  15 
different  damn  clerks,"  Hall  says, 
waving  a  hand  for  emphasis.  "I  want  to 
talk  to  one  guy.  Transportation  is  pret- 
ty much  the  same  way."  So  he  wants 
to  build  "a  total  intermodal  transpor- 


Soutbern  Railway  System  President  Harold  Hall 

With  Washington  dismantling  the  barriers,  the  dream  seems  close. 


tation  company,"  which  would  run 
not  only  a  railroad  but  also  trucks  and 
barges.  The  Interstate  Commerce 
Commission  was  expected  to  give  for- 
mal approval  to  the  new  Norfolk 
Southern  Corp.  in  late  March. 

Railroad  men  have  dreamt  for  years 
of  using  trucks  to  bring  more  business 
to  their  railheads,  but  with  the  excep- 
tion of  a  few  special  cases  that  has 
always  been  barred  by  regulation. 
Now,  with  Washington  dismantling 
the  barriers  to  competition,  the  old 
dream  seems  tantalizingly  close. 

In  fact,  Hall  believes  recent  legisla- 
tion loosening  some  of  the  shackles  on 
railroads  may  already  have  given  the 
go-ahead  for  intermodal  transport.  But 
he  wants  the  ICC  to  clarify  a  few 
ambiguities  before  he  takes  the  plunge. 

One  thing  is  certain:  No  company 
will  be  better  placed  to  blaze  the  trail 
than  the  Norfolk  Southern  (Forbes, 
Jan.  4).  The  existing  Southern  road 
operates  10,000  miles  of  line  between 
Washington,  D.C.,  New  Orleans,  Cin- 
cinnati and  St.  Louis.  The  N&W  has 
7,800  miles  of  line  between  Norfolk 
and  Kansas  City.  Both  are  among  the 
industry's  strongest  companies.  To- 
gether they  will  constitute  a  $3.6  bil- 
lion giant  generating  a  cash  flow  of 
perhaps  $902.1  million  annually. 

Robert  Claytor,  N&W  president, 
sees  eye-to-eye  with  Hall  on  the  need 
to  go  intermodal.  And  since  either 
Hall  or  Claytor  will  probably  head  the 
merged  entity  (with  the  other  serving 
as  Number  2),  the  Norfolk  Southern 
seems  certain  to  try  to  push  the  inter- 
modal strategy  through. 

The  trucking  industry  seems  cer- 
tain, too,  to  fight  it  tooth  and  nail.  For 
example,  Roy  Cayton,  executive  vice 
president  of  Virginia-based  Overnite 
Transportation,  argues  that  intermod- 
al transport,  far  from  benefiting  ship- 
pers as  Hall  contends,  would  actually 
push  up  freight  rates  in  the  long  run. 

Says  Cayton:  "Motor  carriers  could 
be  in  a  very  difficult  position  because 
they  have  to  use  the  railroad's  piggy- 
back facilities  for  long  hauls.  It's  not 
hard  to  imagine  the  railroad  subsidiz- 
ing its  trucking  operation  to  the  point 
that  it  puts  outside  truckers  out  of 
business.  Then  monopoly  influences 
would  begin  to  assert  themselves." 
Edward  Kiley,  vice  president  of  the 
American  Trucking  Association,  puts 
it  this  way:  "Railroads  have  the  finan- 
cial muscle  to  create  an  oligopoly  in 
transportation.  If  they  acquire  truck- 
ing companies,  they  would  severely 
limit  competition." 

Hall  dismisses  such  talk  as  scare- 
mongering.  He  says,  "If  a  trucker 
didn't  like  the  rates  we  were  charging 
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him,  he  could  go  to  another  railroad — 
the  CSX  System,  for  example.  They're 
in  competition  with  us  in  almost  ev- 
ery part  of  our  network." 

Shippers  don't  want  to  talk  to  a 
trucking  company  "to  see  if  their 
shipment  got  from  A  to  B  and  then 
talk  to  a  railroad  company  to  see  if  it 
got  from  B  to  C,"  Hall  contends.  Un- 
der intermodal  transport,  a  railroad 
could  provide  door-to-door  service 
from  Jacksonville,  Fla.,  for  example,  to 
cities  like  Cincinnati  and  St.  Louis. 


"The  customer  would  be  quoted  one 
rate,  and  one  entity  would  take  re- 
sponsibility," Hall  says.  What  sort  of 
customers  is  he  aiming  at?  "We  would 
cover  the  whole  waterfront,"  he  says. 
"Hundreds  of  different  commodities, 
but  consumer  items  mainly." 

To  develop  the  trucking  part  of  an 
intermodal  network,  the  future  Nor- 
folk Southern  is  more  likely  to  buy  an 
existing  business  or  businesses  than 
start  from  scratch,  Hall  indicates. 
That  might  mean  some  big  takeovers. 


In  their  current  malaise,  the  stocks  of 
most  trucking  companies  are  selling 
at  desperation  levels,  and  Hall  says 
many  of  them  are  efficiently  run. 

The  Norfolk  Southern  could  prob- 
ably afford  to  acquire  whatever  it 
needs,  too.  The  existing  N&W  has 
$435  million  in  cash  or  equivalents, 
and  the  Southern  has  $331  million. 
That  adds  up  to  enough  to  buy  the 
trucking  industry's  biggest  unit, 
Roadway  Express,  and  still  have  near- 
ly $200  million  left  over.  ■ 


If  the  U.S.  does  nothing,  Sandinistan  Nica- 
ragua will  soon  become  a  second  Cuba. 


Now  or  never 


By  Allan  Dodds  Frank 


Be  reasonable,  Nicaragua's  left- 
ist rulers  tell  the  U.S.;  let's  talk 
and  negotiate  our  differences.  It 
seems  a  sensible  proposition  and  the 
U.S.  will  bargain  with  Nicaragua, 
mindful  that  it  is  clearly  not  in  U.S. 
interests — nor  those  of  the  rest  of  Latin 
America — to  have  a  Castro-dominat- 
ed, left-totalitarian  government  in  Ma- 
nagua exporting  armed  revolution.  The 
Sandinistas  have  no  change  of  heart; 
they  want  to  talk  because  they  are 
frightened  by  their  economic  failings 
and  U.S.  pressure.  But  there  will  be  no 
march  toward  democracy  by  Nica- 
ragua's Marxists  without  pressure,  and 
today  they  are  vulnerable,  more  vulner- 
able than  the  American  public  realizes. 

That  Nicaragua  is  going  Castro  is 
beyond  denial.  In  Masaya,  south  of 
Managua,  a  former  Sandinista  guerril- 
la tells  Forbes  that  he  wouldn't  join 
the  Cuban-style  block  committee.  His 
old  colleagues-in-arms  put  him  in  jail 
for  ten  days.  In  the  still-shabby  Nica- 
raguan  capital  a  waiter  says  he's  try- 
ing to  get  to  Miami  to  escape  political 
repression  and  proposed  limits  on  pay 
and  tips.  The  economy  is  in  serious 
decline.  In  the  Indian  market  at  Mo- 
nimbo,  the  seamstresses  have  few  of 


the  traditional  Latin  shirts,  theguaya- 
beras  they  sell,  because  Dacron  is 
scarce.  Making  of  long-sleeve  shirts  is 
forbidden,  they  add,  to  save  material. 
The  price  of  rum  has  tripled  in  three 
years  and  spare  parts  for  the  taxis  are 
scarce.  Things  are  tough  in  this  bud- 
ding Marxist  state. 

"Since  1979  there  has  been  a  one- 
third  drop  in  gross  domestic  product, 
a  drop  without  precedent  in  Central 
America,"  says  Alfredo  Cesar,  presi- 
dent of  the  Central  Bank  of  Nicaragua. 

Is  the  average  Nicaraguan  happy 
with  the  revolution?  One  thing  is 
clear:  A  good  many  former  revolution- 
aries are  thoroughly  disillusioned. 
"People  say  that  under  Somoza  there 
were  no  rice  shortages,  no  sugar  short- 
ages," says  one  businessman.  An- 
other, a  former  member  of  the  San- 
dinista junta,  says:  "A  year  ago  my 
grandmother  asked,  'Is  it  true  the 
Yanqui  Marines  might  come?'  I  said, 
'Grandmother,  it  is  sad,  but  yes,  it  is 
possible.'  She  answered  'How  tragic,' 
but  she  was  smiling  from  ear  to  ear." 

Yet  there  is  an  ambivalence.  This 
same  former  junta  member,  who  now 
opposes  the  Sandinistas,  says  his  eldest 
son,  studying  in  the  U.S.,  plans  to  re- 
turn home.  "He  told  me,  'Poppa,  I  was 
too  young  to  take  a  gunagainst  Somoza. 


Now  I'm  coming  home  to  hold  one  in 
the  time  of  intervention.'  " 

The  failures  of  the  government  are 
clouded  in  a  hailstorm  of  anti-Ameri- 
can rhetoric  broadcast  constantly  by 
Radio  Sandino  and  other  stations  and 
published  in  two  of  the  nation's  three 
newspapers.  On  Mar.  15,  after  stories 
in  the  Washington  Post  and  theAfeu'  York 
Times  about  U.S.  support  for  CIA- 
backed  counterrevolutionaries  \fontras 
in  Nicaragua)  and  to  business  and  labor 
groups  in  the  country,  the  regime  sus- 
pended nearly  all  civil  rights,  stopped 
citizens  from  leaving  the  country, 
closed  some  radio  stations  and  began 
heavy  newspaper  censorship.  The  co- 
mandantes,  members  of  the  nine-man 
Sandinista  directorate  that  rules  the 
nation,  took  turns  at  press  conferences 
beating  the  anti-Yanqui  war  drums 
after  two  bridges  were  blown  up  near 
the  Honduran  border.  Soldiers  were 
ordered  to  guard  every  culvert  and  tiny 
bridge.  This  Forbes  reporter  was 
stopped  four  times  at  military  road- 
blocks, and  his  car  searched,  on  a  26- 
mile  trip  to  Managua. 

Only  a  fool  would  conclude  that  the 
left-wing  directorate  is  interested 
only  in  defending  itself.  Nicaragua's 
well-equipped  army  is  put  at  15,000, 
with  another  7,000  in  the  internal 
security  force  and  a  militia  of  50,000. 
Inside  Nicaragua  it  is  known  that 
there  is  a  Cuban  officer  with  each 
army  unit,  and  the  government  has 
said  it  plans  to  increase  the  army  to 
50,000  and  the  militia  to  200,000. 
Today  they  supply  weapons,  money, 
military  advice  and  safe  haven  to 
Marxist  rebels  in  El  Salvador.  The 
U.S.  fears  that  a  Marxist  victory  in  El 
Salvador  will  increase  subversion 
across  Central  America  and  eventual- 
ly affect  even  Mexico,  whose  rich 
oilfields  border  Guatemala.  The  San- 
dinista army  eventually  could  export 
itself  to  Africa,  as  the  Cuban  army 
has,  and,  at  worst,  Soviet  troops  could 
appear  on  the  mainland  as  they  have 
in  Cuba.  Quite  clearly,  Nicaragua's 
real  rulers  are  screaming  about  Yan- 
kee intervention  in  order  to  cloak 
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their  own  .aggressive  intentions. 

Says  a  ranking  U.S.  official  in  Ma- 
nagua: "If  Nicaragua  would  close  its 
borders  and  get  out  of  the  revolution- 
exporting  business,  then  we  could 
come  to  terms  with  the  state.  We're 
not  saying  they  can't  be  Marxist-Le- 
ninists. But  I  don't  see  that  these  peo- 
ple will  be  willing  to  give  up  their 
support  for  insurrections,  and  we  will 
not  change  our  policy  toward  them 
until  they  do." 

Fortunately  for  the  U.S.,  the  Sandi- 
nista  economy  is  vulnerable  to  pres- 
sure. U.S.  aid,  $115  million  for  the 
first  2Vi  years  after  the  revolution, 
virtually  has  stopped,  and  the  U.S.  is 
squeezing  the  multinationals,  the 
World  Bank  and  the  Inter-American 
Development  Bank  to  stop  aid.  This 
year    Nicaragua's  foreign-exchange 


the  economy.  Cruel?  So  is  the  alterna- 
tive of  exported  revolutions. 

Sandinista  arrogance  is  based  on  the 
belief  that  replacement  aid  will  be 
forthcoming  from  the  Soviet  bloc  and 
from  international  troublemakers  like 
Libyan  dictator  Qaddafi.  Says  Cesar  of 
the  Central  Bank:  "Latin  American 
countries  have  friends  in  both  Eastern 
and  Western  Europe.  We  are  sure  that 
they  will  make  up  any  shortfall  that 
results  from  U.S.  aggression,"  and  he 
mentions  the  U.S.S.R.,  Libya,  Canada 
and  Sweden  as  potential  helpmates. 
Maybe,  but  sources  close  to  the  situa- 
tion doubt  whether  the  Libyans  will 
deliver  more  cash  as  promised  and 
whether  Russia's  lagging  economy  can 
afford  to  provide  financing  indefinitely 
for  more  meddling  far  from  home. 

"The  government  has  proved  to  be 


Victorious  rebels  in  1979.  Commanders  Zero,  Tomas  Borge  and  Bayardo  Arce 
Zero  got  nothing  as  the  Marxists  pushed  the  others  aside. 


deficit  is  expected  to  surpass  $500 
million,  more  than  a  fifth  of  the  na- 
tion's gross  domestic  product. 

U.S.  pressure  began  being  applied 
only  after  the  leadership  turned  sharp- 
ly left.  The  nation  of  2.5  million  got 
plenty  of  help  after  the  Sandinista  vic- 
tory in  1979:  $1.1  billion  through  last 
June  largely  from  the  West  and  Latin 
America,  and  only  $170  million  from 
the  Communist  bloc  and  $1 10  million 
from  Libya  and  OPEC  states.  Even 
with  that,  the  country  was  in  eco- 
nomic trouble.  A  confidential  World 
Bank  report  concludes:  "Per-capita  in- 
come levels  of  1977  will  not  be  at- 
tained, in  the  best  of  circumstances, 
until  the  late  1980s.  Economic  growth 
will  likely  continue  to  be  constrained 
by  a  scarcity  of  foreign  exchange."  By 
withholding  aid,  the  U.S.  helps  pre- 
vent the  Sandinistas  from  restoring 


very,  very  inefficient.  They  are  afraid 
to  take  over  all  the  private  sector  so 
productivity  will  be  even  worse,"  says 
Alfonso  Robelo,  leader  of  the  opposi- 
tion Nicaraguan  Democratic  Party, 
whose  home  has  been  attacked  by 
government-controlled  mobs.  "There 
is  no  papa  to  pay  the  bill  like  there 
was  in  Cuba.  The  Soviet  Union  was 
willing  to  pay  for  all  Castro's  mis- 
takes. Up  till  now,  it  has  not  been 
willing  to  do  that  for  Nicaragua." 

Confides  a  Managuan  businessman: 
"They  (the  Sandinista  directorate] 
have  a  lot  of  opposition.  What  good 
will  it  do  them  to  shoot  everybody  in 
this  country?  Then  they  won't  have 
anybody  to  work.  People  who  have 
guns  tend  to  disagree  among  them- 
selves. It  seems  people  have  forgotten 
about  the  Latin  coup  d'etat." 

Is  a   counterrevolution  possible? 


One  of  the  best-known  non-Sandi-j 
nistas  in  the  country  says:  "They  are; 
holding  power,  they  are  not  govern-j 
ing."  He  talks  of  Tomas  Borge,  one  of 
the  hardest-line  Marxists  of  the  ninei 
ruling comandantes,  living  in  a  luxuri- 
ous, heavily  guarded  house  only  two 
blocks  from  the  big  new  Cuban  em- 
bassy. There  are  signs  of  resentment 
against  the  leaders'  lifestyle,  the  big 
cars,  unpaid  bills  in  restaurants,  the 
always-present  young  women.  One 
Nicaraguan  tells  the  story  of  Borge 
returning  to  a  mountain  town  with 
cases  of  scarce  liquor  for  his  old 
friends.  When  a  child  came  up  and 
asked  for  change,  the  comandante 
pulled  out  his  empty  pants  pockets  to 
show  that  he,  too,  was  broke.  No  one 
considers  the  Sandinista  ideologues 
remotely  as  corrupt  as  the  Somozas, 
but  the  citizenry  is  no  longer  starry- 
eyed  about  the  rebels. 

The  so-called  mixed  economy  is  not 
what  it  seems,  says  Enrique  Dreyfus, 
a  business  leader  jailed  last  year  for 
criticizing  the  government.  Sixty  per- 
cent of  the  economy  may  be  in  the 
hands  of  the  private  sector,  he  says, 
but  it  is  still  100%  controlled  by  the 
state.  "Banks  are  nationalized.  The 
government  controls  financing,  hard 
currency,  allocation  of  raw  materials, 
sales  prices  and  the  exporting  com- 
pany." But  he  also  calls  the  recent 
lifting  of  export  taxes  on  meat,  cot- 
ton, coffee  and  sugar  to  encourage  ex- 
port production,  "one  of  the  first  prag- 
matic measures  with  economic  crite- 
ria," instead  of  political  motivation. 

The  1978  assassination  of  Pedro 
Joaquin  Chamorro,  editor  oiLct  Prensa , 
was  the  trigger  that  fired  the  middle 
class  into  the  anti-Somoza  war.  Yet 
the  Chamorro  family  is  no  longer 
100%  pro-Sandinista. 

Today  Pedro  Joaquin  Chamorro  Jr. 
and  his  uncle,  Roberto  Cardenale 
Chamorro,  run  La  Prensa,  the  biggest 
paper,  and  they  oppose  the  growing 
dictatorship.  The  paper  has  been 
closed  five  times  and  attacked  twice 
by  government  mobs.  "Each  moment 
you  feel  there  is  less  and  less  air  to 
breathe,"  says  Cardenale.  "We  are 
still  alive  because  of  the  external  po- 
litical situation.  They  have  to  have 
the  appearance  of  still  being  demo- 
cratic." Why?  To  collect  money  from 
the  West,  he  says,  because  the  East 
bloc  doesn't  give  enough. 

Then  there  is  El  Nuevo  Diario ,  run 
by  the  late  Pedro's  brother,  Xavier 
Chamorro  Cardenale,  once  an  editor 
of  La  Prensa  He  likes  to  think  he  is 
middle  of  the  road.  "I  felt  we  had  to 
have  a  paper  to  support  the  revolu- 
tion, but  at  the  same  time  be  critical. 
The  paper  is  pro-revolution,  it  is  push- 
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Sing  social  change,  but  we  are  plural- 
lists."  He  had  his  paper  closed  for  call- 
ling  the  crisis  "a  state  of  siege"  (indeed, 
Sandinista  officials  told  Forbes  it  is  "a 
state  of  siege"),  instead  of  what  the 
i  government  decided  it  was,  "a  state  of 
emergency."  He  said  he  understands 
the  closing  punishment  because  he 
might  have  panicked  people. 

Then  there  is  La  Barricada,  the  offi- 
cial Sandinista  paper,  whose  editor  is 
26-year-old  Carlos  Fernando  Cha- 
morro,  younger  brother  of  Pedro  Jr. 
and  Xavier's  nephew.  "I  try  to  under- 
stand it,"  he  says  of  the  censorship. 
When  asked  about  the  talk  of  high- 
living  by  the  Sandinistas,  he  says,  "I 
don't  think  you  are  more  revolution- 
ary because  you  are  barefoot." 

Yet  they  are  a  family.  That  they 
would  also  be  political  opponents 
seemed  unbelievable  less  than  three 
years  ago,  when  the  rebels  fought 
their  way  into  Managua.  The  point  is: 
The  leftists  may  be  on  top  but  they  do 
not  yet  own  the  country. 

The  Sandinista  rebellion,  named  for 
Augusto  Sandino,  who  fought  guerrilla 
battles  against  U.S.  Marines  a  half  cen- 
tury ago,  grew  from  the  corruption  of 
the  Somoza  clan  and  its  increasing 
brutality.  In  the  end,  it  became  a 
broad-based  movement,  with  the  mid- 
dle class  joining  in.  The  U.S.  cut  off 
Somoza's  weaponry  but  ignored  the 
Marxist  fervor  of  the  armed  rebel  lead- 
ers and  discounted  the  importance  of, 
and  their  loyalty  to,  Cuban  arms  sup- 
pliers. The  Sandinistas  at  first  prom- 
ised elections,  freedom  and  pluralism, 
but  they  had  the  guns,-  in  2  V2  years 
they  pushed  all  non-Marxists  from  po- 
sitions of  power. 

There  was,  for  example,  Eden  Pas- 
tora,  the  most  famous  of  the  guerrilla 
leaders.  "Commander  Zero"  seized 
the  National  Palace  and  the  Congress 
during  the  revolution — the  single  act 
that  put  Nicaragua  on  the  revolution- 
ary map.  He  was  a  non-Communist. 
He  was  never  given  a  post  of  power, 
but  he  was  too  popular  to  eliminate. 
He  left  Nicaragua.  Where  is  he?  Some 
say  Mexico,  some  Honduras,  or  Pana- 
ma or  Venezuela.  What's  he  doing? 
Those  who  know  don't  say. 

What's  the  U.S.  to  do?  If  the  U.S. 
leaves  Nicaragua  alone,  there's  little 
doubt  they  will  continue  to  arm  and 
shelter  the  Marxists  of  El  Salvador  and 
slowly  eliminate  what  is  left  of  the 
traditional  democratic  freedoms.  Inva- 
sion, even  if  the  U.S.  Congress  and 
public  would  permit  it,  would  be  self- 
defeating.  The  U.S.  does  have  a  power- 
ful weapon,  though,  in  its  ability  to 
withhold  economic  help.  The  econo- 
my is  moving  toward  shambles,  and 
there  are  signs  of  restlessness — not 


just  from  the  remnants  of  Somoza's 
army  across  the  Honduran  border  but 
from  thousands  of  Nicaraguan  Indians 
who  have  been  persecuted  by  the  re- 
gime, some  businessmen,  officers  who 
resent  Cuban  superiors  and  perhaps  a 
few  disgruntled  old  rebels  like  Zero.  A 
relatively  peaceful  change  of  direction 
is  still  conceivable.  But  the  economic 
pressure  had  better  be  powerful:  When 
more  Communist  arms  arrive — land- 
ing fields  are  being  lengthened  and 
pilots  trained  for  MiGs — and  the  oppo- 
sition all  jailed,  it  may  be  too  late. 

A  former  Sandinista  is  stunned  by 
the  press  and  student  movements  in 
the  U.S.  "Not  a  word  of  criticism 
from  them,"  he  says,  on  the  killing  of 
a  major  business  leader,  on  the  Soviet- 
Cuban  experts,  on  the  export  of  revo- 
lution, on  the  mistreatment  of  Indi- 
ans. "Don't  you  people  realize  what  is 
happening?"  he  asks.  "They  are  Com- 
munists first,  they  are  Communists 
second  and  they  are  Communists 
third.  Then  they  are  Nicaraguans." 


Nicaragua  is  becoming  a  media 
event.  TV  crews  from  around  the 
world  film  Sandinista  leaders  attack- 
ing U.S.  "aggression"  and  American 
priests  and  nuns  extolling  the  revolu- 
tion. Press  headquarters  is  the  pyra- 
mid-shaped Managua  Intercontinen- 
tal Hotel,  and  eavesdroppers  and  in- 
formation peddlers  are  everywhere. 
North  Koreans  wear  Kim  II  Sung  but- 
tons. The  burly  guys  on  the  corner  are 
Bulgarians.  Five  Libyan  "journalists" 
circle  the  lobby.  What  news  do  you 
find  in  Nicaragua?  Forbes  asks  the 
Libyans.  No  answer.  How  long  have 
you  been  here?  Forbes  asks.  "I  don't 
remember,"  replies  a  Libyan. 

In  these  circumstances,  it  is  easy  to 
pin  the  label  "reactionary"  on  the 
recent  military  eruption  in  neighbor- 
ing Guatemala,  but  a  more  sensitive 
interpretation  would  recognize  that 
the  Guatemalans  are  frightened  by 
what  is  coming  their  way  via  Cuba 
and  Nicaragua  even  if  the  North 
Americans  aren't.  ■ 


Who  do  you  think  is  holding  a  lot  of  that 
dubious  Polish  paper?  Brazil — a  nation 
that  has  big  financial  problems  of  its  own. 


Brothers 
in  misery 


By  Norman  Gall 


Here's  the  story  of  a  nation  of 
120  million  that,  to  impress  its 
creditors  with  its  export 
drive,  apparently  shipped  a  vast  quan- 
tity of  goods  abroad  in  exchange  for 
some  very  shaky  IOUs. 

Brazil  owes  $61  billion  to  the  out- 
side world;  servicing  that  debt  eats  up 
nearly  80%  of  what  Brazil  earns  from 
exports,  leaving  the  nation  without 
enough  foreign  exchange  to  pay  for  oil 
and  needed  imports.  But  the  foreign 
bankers  kept  lending  to  close  the  gap. 
Why?  In  part  because  they  were  so 
impressed  with  Brazil's  successful  ex- 
port drives.  In  1981,  a  year  when 
world  trade  grew  by  only  1%,  Brazil 
pushed  its  exports  up  by  an  impres- 


sive 15%,  to  $23  billion.  As  a  result, 
Brazil  had  a  record  trade  surplus  of 
$1.2  billion.  That  surplus,  however, 
was  still  short  by  $17  billion  of  what 
was  needed  to  service  the  overseas 
debt.  The  banks  simply  rolled  over  the 
installments  due  on  their  debt  and 
added  the  interest  to  the  principal. 

But  the  news  from  Poland  has  left 
everyone  concerned  in  a  state  of 
shock.  It  seems  that  part  of  Brazil's 
trade  gains  came  from  sales  to  Poland 
on  terms  so  easy  as  to  amount  to  a 
virtual  giveaway.  Brazil's  Central 
Bank  granted  export  credits  reported- 
ly worth  $1.5  billion  to  Polish  state 
trade  companies  at  interest  rates 
ranging  from  5%  to  7%,  while  Brazil 
was  borrowing  abroad  at  3  times 
those  levels.  On  top  of  that,  Poland 
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had  not  been  meeting  its  obligations 
to  pay  in  coal  and  ships  and  other 
goods  that  were  part  of  bilateral  deals. 

The  news  that  bankrupt  Poland 
owes  hard-pressed  Brazil  $1.5  billion 
would  have  leaked  out  much  more 
slowly  if  not  for  some  angry  words 
from  Brazil's  retiring  ambassador  to 
Warsaw,  Jose  Osvaldo  Meira  Penna. 


in  which  the  Central  Bank  issued  $3 
billion  in  subsidized  credit  last  year, 
up  50%  from  1980. 

"These  deals  are  good  for  Brazil  if  we 
can  sell  goods  we  can't  export  for  hard 
cash  elsewhere — like  textiles  or  soy- 
beans when  the  price  is  low,"  says 
another  Sao  Paulo  businessman. 
"They  are  harmful  to  Brazil  if  we  wind 


"Brazil  has  a  policy  of  exporting  at  any  up  giving  away  goods  for  nothing." 

cost,"  Penna  told  Forbes.  "We  are  the  Brazilian  officials  have  become  very 

world's  biggest  iron  ore  exporter,  and  sensitive  to  charges  that  they  have 

we  thought  we  could  barter  iron  ore  for  been  subsidizing  the  fouled-up  econo- 

coal.  We  exported  soybeans,  coffee,  my  of  a  Communist  country  with 


was 


cocoa,  rice,  castor  oil,  orange  juice  and 
textiles.  We  were  pleased  to  sell  the 
Poles  Brazilian  textiles,  which  are  hard 
to  place  on  the  world  market.  Our 
Minister  of  Energy  and  Mines  went  to 
Poland  to  make  a  coal  deal  with  their 
Minister  of  Mines,  who  later 
ousted  from  his  job  and  the 
Communist  Party  for  mixing 
coal  with  stone  to  fill  his  produc- 
tion quotas  and  make  some 
money  on  the  side." 

Brazil's  exports  to  Eastern  Eu- 
rope more  than  doubled  over  the 
past  three  years,  with  three- 
fourths  going  to  Poland  and  the 
Soviet  Union.  Its  trade  balance 
would  look  much  worse  without 
the  $1.7  billion  it  sold  to  the 
Soviet  bloc  last  year. 

Over  the  past  two  years  Brazil 
also  has  accumulated  trade  sur- 
pluses of  $160  million  with  Ru- 
mania, which,  like  Poland,  has 
stopped  debt  payments  to  West- 
ern banks  and  governments. 
Asked  why  Brazil  did  not  join 
the  Western  creditor  govern- 
ments negotiating  with  the 
Poles,  a  high  official  in  Brasilia 
explained  lamely  that  the  Poles 
were  against  it. 

The  Central  Bank  now  says  the  Pol- 
ish trade  debt  is  only  $1  billion — pre- 
sumably not  including  $300  million  in 
Brazilian  loans  to  Poland  to  develop 
coal  and  sulfur  mines — and  not  the 
$1.5  billion  widely  reported  in  the 
press  and  accepted  by  Brazilian  offi- 
cials and  the  Polish  embassy  in  Brasi- 
lia. Nobody  is  providing  a  detailed  sta- 
tistical breakdown. 

The  Polish  trade  is  handled  through 
Brazil's  big  state  mining  and  trading 
companies.  Textiles  are  exported  by  a 
ten-year-old  private  Sao  Paulo  trading 
company,  Comexport,  headed  by  a 
Polish-born  U.S.  citizen  who  has  lived 
nearly  30  years  in  Brazil.  Comexport 
and  other  private  trading  companies 
first  go  to  the  Central  Bank  for  allot- 
ments of  subsidized  credit  for  a  specif- 
ic deal  and  then  find  companies  to 
supply  the  goods.  The  exporter  gets 
paid  off  immediately  under  a  scheme 


twice  Brazil's  per  capita  income.  Nev- 
ertheless they  are  not  giving  up  on 
Poland.  One  of  the  schemes  to  keep 
Brazilian-Polish  trade  alive  is  a  trian- 
gular deal  to  deliver  a  Polish  ship  to 
Liberia,  for  which  Brazil  rather  than 
Poland  would  receive  payment  to 


Loading  iron  ore  at  the  port  of  Tnbaro 
Giving  away  exports? 


keep  the  outstanding  Polish  debt  un- 
der the  agreed  ceiling.  Whether  or  not 
this  is  a  desperate  fantasy,  it  shows 
that  the  Brazilians  will  leave  no  stone 
unturned  in  order  to  keep  exporting. 

All  this  suggests  that  Brazil's  trade 
acrobatics  of  the  past  decade  will  be 
hard  to  repeat.  Fortunately,  although 
export  growth  has  been  averaging 
26%  over  the  past  five  years,  debt 
payments  ($18  billion)  and  oil  imports 
($10  billion)  left  little  room  for  nonoil 
imports.  Last  year's  trade  surplus 
could  be  achieved  only  with  a  drastic 
cut  in  imports.  A  big  help  was  a  $1.2 
billion  turnaround  in  trade  with  the 
U.S.,  into  a  $600  million  surplus, 
boosted  by  a  big  surge  in  frozen  or- 
ange juice  exports  after  frost  hit  the 
Florida  crop  last  year.  "They  bought 
fewer  Boeings  and  sold  us  a  lot  more 
Bandeirantes,"  explains  a  U.S.  offi- 
cial, referring  to  the  fast-selling  Brazil- 
ian  two-engine   commuter  airliner 


that  Embraer,  its  manufacturer, 
claims  is  flown  today  by  more  passen- 
gers in  the  U.S.  than  in  Brazil. 

After  centuries  of  playing  its  role  in 
the  world  economy  by  shipping  com- 
modities like  sugar,  cocoa,  gold,  rub- 
ber, coffee  and  iron  ore,  Brazil  had  a 
historic  year  in  1981  because,  for  the 
first  time,  most  of  its  exports  were 
manufactured  goods.  It  was  a  year  in 
which  domestic  industrial  production 
fell  by  nearly  10%.  Brazilian  officials 
speak  of  their  products  as  "middle- 
level  technology"  suitable  to  the 
Third  World  and  Eastern  Europe, 
where  they  can  compete  with  the 
Japanese  by  freely  subsidizing  im- 
porters and  exporters  and  by  making 
special  political  deals,  including  bar- 
ter arrangements,  such  as  the  ones 
with  Poland. 

Over  the  past  three  years 
Brazilian  exports  to  Africa,  the 
Middle  East  and  Eastern  Europe 
have  more  than  doubled,  to 
$3.7  billion.  This  figure  is  only 
15%  of  total  exports  and  10% 
less  than  exports  to  the  U.S., 
which  still  supplies  30%  of  Bra- 
zil's nonoil  imports,  meeting 
critical  needs  for  high-technolo- 
gy machinery  and  for  agricul- 
tural products  at  times  of  crop 
failure. 

In  one  of  its  most  spectacular 
foreign  trade  achievements, 
Brazil  last  year  tripled  its  ex- 
ports to  Nigeria  (from  $272  mil- 
lion in  1980  to  $770  million)  in 
exchange  for  buying  lots  more 
Nigerian  oil.  A  Brazilian  firm, 
Nova  Cap,  is  designing  Nigeria's 
new  capital  of  Abuja,  modeled 
after  Brasilia.  A  Sao  Paulo  trad- 
ing company,  Cotia,  has  set  up 
factories  in  Nigeria  making 
barbed  wire,  nuts  and  bolts,  beer  and 
soft  drinks.  Hydroservice,  a  Sao  Paulo 
engineering  firm,  is  installing  Nige- 
ria's new  phone  system.  Volkswagen 
Do  Brasil  last  year  sold  $92  million 
worth  of  car  kits  and  parts  to  its  Nige- 
rian assembly  plant. 

But  how  much  further  can  all  this 
go?  "We  have  debt  collection  prob- 
lems all  over  Africa,"  says  a  Sao  Paulo 
trader.  "Of  course  we  have  fewer 
problems  getting  paid  when  we  export 
to  Holland  instead  of  Africa,  but  the 
profit  margins  are  much  lower  also." 

Brazil  must  export  to  get  more  loans. 
Poland  now  must  export  to  eat.  But 
how  long  can  you  go  on  exporting  if  you 
don't  get  paid?  How  long  can  you  go  on 
borrowing  if  you  can't  repay?  A  world 
that  solved  the  seemingly  impossible 
task  of  recycling  petrodollars  after 
1973  should  be  able  to  figure  this  one 
out,  too.  But  it  won't  be  easy.  ■ 


new 
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How  do  you  create  an  environment 
for  people  who  create  the  future? 

You  nourish  the  mind  as  well  as  the  body. 
You  recognize  the  power  of  ingenuity. 
You  encourage  it.  You  reward  it. 
Bendix  creates  this  environment  for  its  people. 
So  their  ingenuity  can  thrive.  And  create. 

Bendix^ 


The  power  of  ingenuity 


-  .                                  ,  agency  to  charge  strong  banks  less 

The  FDIC  prOteCtS  CiepOSltOrS  and  gtVeS  and  weak  banks  more,  just  as  an  un 
,  j  r       i.   •  'j.  11  safe  driver  has  to  pay  more  for  his  car 

banks  no-fault  insurance  against  collapse,  insurance. 

In  addition,  many  bankers  privately 


Bill  Isaac  wants  rates  to  vary  with  risk. 

Market  pricing, 
if  you  please 


By  Thomas  O  Donnell 


Nor  every  government  bu- 
reaucrat jealously  guards  the 
power  and  perks  of  his  office. 
Take  William  Isaac,  the  chairman  of 
the  Federal  Deposit  Insurance  Corpo- 
ration. He  wants  to  reform  the  FDIC's 
insurance  and  regulatory  functions. 

Tamper  with  the  FDIC?  In  a  sense, 
that's  like  opposing  moth- 
erhood and  apple  pie.  The 
agency,  which  was  found- 
ed during  the  Depression, 
has  been  a  smashing  suc- 
cess, both  in  reducing 
bank  failure  and  in  elimi- 
nating financial  panics. 

Consider  some  num- 
bers: In  the  Twenties 
some  600  banks  failed  ev- 
ery year.  In  the  early  Thir- 
ties that  figure  soared  to 
2,000.  Since  1933,  when 
the  FDIC  was  founded, 
however,  failures  have  av- 
eraged about  12  per  year, 
only  600  in  half  a  century. 

Still,  Isaac  and  lots  of 
economists  see  a  dark  side 
to  this  success.  Critics  ar- 
gue that  the  FDIC,  by  in- 
sunngall  banks  equally  for 
a  flat  percentage  of  aver- 
age total  deposits,  allows  the  weak — 
and  badly  managed — to  prosper  along 
with  the  strong.  The  real  danger,  says 
Professor  Mark  Flannery  of  the  Uni- 
versity of  Pennsylvania,  is  that  Uncle 
Sam's  no-fault  insurance  policy  may 
encourage  lenders  to  undertake  more 
risk  than  they  would  in  an  unregulat- 
ed, free  market. 

When  banks  were  small  and  lent  to 
local  businesses  that  wasn't  much  of  a 
problem.  Lenders  knew  their  custom- 
ers, and  depositors  knew  their  bank- 
ers. But  those  days  are  gone.  Today 
many  banks  are  international  giants, 


and  they  sometimes  roll  out  the  red 
carpet  for  borrowers  who  wouldn't 
have  gotten  through  the  door  in  years 
past.  The  result  can  be  high-risk  loans 
with  high-profit  margins.  That  can 
boost  stock  prices  and  play  well  on 
Wall  Street — and  who's  really  to  com- 
plain, since  the  FDIC  is  always  around 
with  protection. 
The  problem  is  that  government  in- 


sury 


A  bank  panic  in  New  York  and  FDIC  Chairman  William  Isaac 
Does  the  FDIC  allow  badly  managed  banks  to  prosper 
and  take  risks  they  would  avoid  in  a  free  market? 


surance  was  created  to  help  deposi- 
tors, not  banks.  When  institutions  re- 
alized it  would  bail  them  out  regard- 
less of  performance,  however,  they 
began  taking  bigger  and  bigger 
chances.  As  more  banks  got  into  trou- 
ble, the  more  the  FDIC  came  to  the 
rescue — a  vicious  cycle. 

Should  the  FDIC  be  abolished-:  "Ab- 
solutely not,"  says  Isaac,  a  38-year-old 
Kentucky  banker  who  was  elected 
chairman  last  year.  "The  marketplace 
ought  to  be  allowed  to  play  a  much 
larger  role."  What  he  and  a  growing 
host  of  critics  propose  is  allowing  the 


complain  that  the  FDIC's  present 
fixed-rate  premium  actually  breedsl 
overregulation  elsewhere.  Because  all 
insurance  assessments  are  equal,  oth- 
er agencies,  such  as  the  Federal  Re- 
serve and  the  Comptroller  of  the  Cur- 
rency, also  struggle  to  control  banks 
by  laying  down  arbitrary  rules  about 
such  things  as  capital  adequacy,  re- 
serve requirements,  investments, 
holding  company  activities  and  de- 
posit ceilings.  Give  the  FDIC  more 
discretion,  they  argue,  and  you  will 
need  less  bank  regulation  elsewhere. 

At  the  same  time,  today's  banking 
system  needs  government  protection 
against  failure.  Potential  bailouts  are 
so  large  that  only  federal  funds  can 
finance  them.  The  FDIC's  reserve 
fund — its  first  line  of  defense  in  case 
of  failure — amounts  to  $12.3  billion. 
That  may  sound  like  a  lot,  but  it  is  a 
mere  1.2%  of  insured  deposits. 
There's  also  a  $3  billion  line  of  Trea- 
credit.  The  agency's  real 
strength,  however,  is  its 
limitless  support  from  the 
Federal  Reserve  and  the 
Treasury. 

To  spread  risks  more 
fairly,  reformers  also  ad- 
vocate a  move  toward  co- 
insurance. That  way  large 
creditors  would  get  hurt 
more  when  a  bank  is  in 
trouble.  For  example,  the 
FDIC  might  insure  every- 
thing up  to  $100,000,  but 
only  50%  of  deposits 
above  that  amount.  If  a 
bank  got  into  deep  trou- 
ble, the  bigger,  more  so- 
phisticated credits  would 
not  be  made  completely 
whole  as  they  are  now. 

Ironically,  the  FDIC 
was  conceived  to  operate 
on  just  such  a  system.  In 

  1933  deposits  of  up  to 

$10,000  were  to  be  completely  cov- 
ered. Accounts  of  up  to  $50,000  were 
to  be  75%  insured,  and  larger  amounts 
were  only  50%  protected.  But  because 
of  exaggerated  fears  about  bank  safe- 
ty, the  system  was  scrapped  at  the  last 
minute. 

In  today's  rapidly  shifting  financial 
world,  this  much  is  certain:  The  FDIC 
has  failed  to  keep  up.  The  main  reason 
banks  get  into  trouble  these  days  is 
not  bad  loans  but  failure  to  match 
liabilities  to  assets — a  problem  caused 
by  volatile  interest  rates.  And,  while 
the  100  largest  banks  control  more 
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f  you  make  a  month's  worth  of  copies  in  a  week, 
ongratulations.  We  have  a  Saxon  just  for  you. 


When  a  lot  of  copying 
machines  are  beginning  to 
break  down,  the  Saxon 
SX  30  is  just  breaking  in.  It's 
a  work-a-holic.  It's  fast-first 
copy  time  is  only  6.5  seconds. 
After  that  it  pumps  out  30 
copies  a  minute.  It  copies  on 
plain,  ordinary  bond  paper, 
even  letterhead,  because  it 
uses  dry  toner. 

One  reason  the  SX  30 
turns  out  copy  after  copy  so 
dependably  is  that  it  features 
the  latest  in  microprocessor 
electronics.  Another  is  that 
Saxon  offers  a  short,  straight 
paper  path  from  start  to  finish. 

It  uses  dual  cassettes. 
Copies  on  four  paper  sizes  up 
to  1 1" x  17".  Has  a  stationary 
top  for  greater  productivity. 

So  call  Saxon  for  a  copier 
that  works  harder  than  your 
best  employee. 

I-8OO-526-7843. 

In  New  Jersey,  1-800-522-4503. 

Mail  to:  Saxon  Business  Products 
13900  NW  57th  Court 
Miami  Lakes,  Florida  33014 


Name/Title 


Company 


Street 


City/State/Zip 


(  ) 


@,  Saxon  and  SX  30  are  trademarks  of 
Saxon  Industries,  Inc.  r\r««n/i>i 
» 1982  Saxon  Industries,  Inc.  M U4 1 


0%  of  total  assets,  the  FDIC  entire  approach  to  supervision." 

.  oncentrates  on  loan  examinations  at  Those  are  startling  words  from  the 

tiler  banks.  "Not  only  do  we  need  man  who  runs  one  of  Washington's 

to  reallocate  our  resources,"  says  most  sacred  institutions.  But  who 

Isaac,  "we  also  need  to  reevaluate  our  should  know  the  problem  better?  The 

International  Harvester  and  Massey-Fer- 
guson  are  struggling  and  knee-deep  in 
debt.  For  Deere  &  Co.  that  presents  a  once- 
in-a-lifetime  opportunity. 


Plowing  a 
straight  furrow 


By  Howard  Rudnitsky 


1AST  SUMMER  DEERE  &  COMPANY 
invited  some  200  institutional 
I  investors  to  a  two-day  presen- 
tation and  tour  at  its  new,  highly 
automated  tractor  plant  in  Waterloo, 
Iowa.  There  was  the  usual  round  of 
speeches,  slide  shows  and  product 
demonstrations.  Thrown  in  was  a  ca- 
sually understated  remark  from 
Chairman  William  Hewitt:  "We've 
got  to  keep  in  mind  that  the  kinds  of 
competitive  opportunities  that  now 
exist  for  us  come  perhaps  only  once  in 
several  generations." 

That  is  no  idle  boast.  Deere  stands 
to  benefit  because  of  the  problems  at 
its  two  biggest  competitors,  Interna- 
tional Harvester  and  Massey-Fergu- 
son.  Over  the  past  year,  in  fact, 
slumping  sales  of  farm  equipment  and 
high  interest  rates  have  pushed  those 
companies  deeper  into  a  financial 
hole.  Similar  factors  are  working  less 
dramatically  against  Ford,  Allis- 
Chalmers  and  Tenneco's  J.I.  Case  di- 
vision. But  to  Deere  they  spell  major 
opportunity. 

The  145-year-old  company  holds  an 
estimated  40%  or  so  of  the  $1 1  billion 
to  $12  billion  domestic  market  for 
farm  equipment,  according  to  some 
analysts  who  expect  that  figure  could 
rise  to  60%  by  the  mid-Eighties.  In 
Europe,  where  Deere  has  a  smaller 
10%  share,  the  gains  are  also  likely  to 
be  substantial. 

While  most  ever  ise  in  the 

farm  equipment  is  losing 

money,  dealers,  or  I  •,    is  still 


turning  a  respectable  profit — and 
keeping  its  distribution  network  fully 
intact.  Last  year,  for  example, 
Hewitt's  company  earned  $251  mil- 
lion on  revenues  of  $5,447  billion, 
nearly  a  carbon  copy  of  1980's  results. 
Of  course,  that's  19%  below  the  rec- 
ord profits  of  1979,  but  more  than 
enough  to  cover  Deere's  annual  inter- 
est and  dividend  expenses. 

Deere's  strength  is  even  more  im- 
pressive when  you  look  at  the  all- 
important  dealer  situation.  Accord- 
ing to  Ronald  Vavrina,  a  Nebraska 
dealer  who  is  the  regional  repre- 
sentative to  the  10,000-member  Na- 


real  surprise  is  that  Isaac  is  so  wilhnj 
to  speak  out.  If  Congress  listens — anc 
realizes  that  times  have  changed — th$ 
FDIC  may  be  even  more  useful  than  i 
has  been  in  the  past.  ■ 


tional  Farm  Equipment  Dealers  As< 
sociation,  "We've  lost  about  a  thou- 
sand members  over  the  past  2 'A 
years,  and  many  have  probably  gone 
out  of  business."  He  adds,  "If  farm 
crop  prices  don't  increase  in  the 
next  12  months  we'll  see  more  guys 
closing  their  doors." 

Vavrina,  however,  isn't  likely  to 
be  one  of  them.  He  sells  Deere 
equipment,  and  statistics  indicate 
that  well  under  5%  of  the  dealers 
closing  their  doors  are  Deere  inde- 
pendent dealers.  According  to  a 
company  analysis,  more  than  600 
dealers  representing  its  six  major 
competitors  have  gone  out  of  busi- 
ness in  the  past  16  months. 

Meanwhile,  only  a  handful  of 
Deere's  dealers  have  folded  during 
the  past  16  months.  With  its  strong 
financial  condition — $1.8  billion  of 
total  debt,  vs.  $2.5  billion  in  equity- 
Deere  is  sitting  pretty  and  already 
gaining  market  share.  The  best, 
however,  may  yet  come.  That's  be- 
cause competing  dealers,  desperate 
to  work  down  swollen  inventories 
and  to  raise  cash,  have  been  offering 
massive  discounts.  "Only  last  week  I 
saw  a  big  ad  from  a  Ford  dealer  offer- 
ing interest  waived  for  a  full  year 
with  no  principal  payments  for  a  full 
year,"  says  an  Arkansas  Massey-Fer- 
guson  dealer. 

Business  is  so  bad,  he  explains,  that 
some  dealers  are  advertising  to  sell 
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inventory  they  have  already  paid  for 
to  other  dealers.  "When  guys  put  out 
f this  information  to  each  other,  you 
jrealize  how  tough  things  are." 

The  67-year-old  Hewitt,  who  came 
i|to  Deere  in  1948  from  a  competitor's 
Itractor  distributorship,  admits  that 
|some  dealers  are  desperate  for  cash. 
T'lt's  easier  to  offer  extravagant  deals 
when  you're  losing  lots  of  money,"  he 
i  explains.  "A  dealer  at  that  point  fig- 
ures he  hasn't  much  to  lose.  That  can 
make  it  tough  on  Deere  to  compete, 
but  if  somebody  wants  to  give  equip- 
ment away  there  really  isn't  much 
you  can  do." 

Naturally  Hewitt  would  rather  talk 
about  Deere's  strengths  than  his  com- 
'petitors'  weaknesses.  "We're  doing 
:  dozens  of  small  things  all  the  time  and 
they  eventually  add  up,"  he  says.  "We 
;  have  cut  the  amount  of  energy  used  in 
producing  one  ton  of  product  by  37% 
in  nine  years.  That's  a  big  item.  We 
)  also  work  hard  at  being  the  low-cost 
producer  through  a  combination  of  in- 
j  creased  volume  and  efficiency." 

At  Deere's  U.S.  operations,  for  ex- 
ample, half  of  the  manufacturing 
space  is  less  than  ten  years  old — far 
and  away  the  newest  in  the  farm 
equipment  industry.  At  the  same 
time  Deere  regularly  spends  about  4% 
of  sales  on  research  and  development, 
higher  on  the  average  than  any  other 
major  tractor  company. 

Perhaps  the  clearest  indication  of 
Deere's  strength  is  that  last  year — 
when  business  conditions  got  hairy 
for  IH  and  Massey — Hewitt  sold  4 
million  shares  of  stock  at  somewhat 
more  than  book  value.  That  helped 
the  company  support  a  higher  level 
of  borrowing.  Since  sales  are  still 
slow,  Hewitt  has  cut  his  1982  spend- 
ing plans  by  just  under  40%.  Most  of 
the  savings,  however,  will  come 
from  deferred  construction  of  office 
space  and  some  production  facilities. 
With  its  current  capacity,  Deere 
won't  have  to  play  catch  up  when 
the  recovery  does  come,  as  its  com- 
petitors will  have  to. 

Hewitt  isn't  expecting  an  immedi- 
ate turnaround  in  the  farm  economy, 
but  he  isn't  pessimistic  either.  "Not 
everyone  is  up  against  the  wall,"  he 
explains.  Deere,  in  fact,  is  up  against 
a  major  opportunity.  The  current 
chaos  in  its  industry  could  eventual- 
ly make  the  company  as  dominant 
in  farm  equipment  as  General  Mo- 
tors is  in  automobiles.  Moreover, 
there's  no  sizable  domestic  Japanese 
market  for  the  big  tractors  that  are 
Deere's  mainstay,  so  as  long  as 
Hewitt  keeps  his  furrows  straight, 
then  foreign  competition  should 
pose  no  threat.  ■ 
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MAKING  TRACKS. 


CSX  Corporation;^ 
number  one  traJSG 
and  natural  reso|B| 
pany  plans  to  splM 
$400  million  in  198S 
improve  roadway:! 


Lerica's 
rtation 


and  equipment  of  its  rail- 
road units. 

ThaCSX  railroads,  with 
their  giant  27,000-mile  net- 
work, provide  single-system 
service  to  shippers  through- 
out thereastern  half  of  the 
courraifnd.even  though 


equipment  and  service  wi 
more  than  adequate  in  1' 
CSX  continues  to  upgrade 
meet  anticipated  custom* 
requirements,  improve  th 
overall  serviceability  of  if 
fleets,  and  increase  its  eca 
ings  capabilities  as  the 


Railroads.  Nc 


■ 


.  Deve:cpr|ier|t''%iaticri  Services.  Publishing  and  Resort  Properties 


lion's  leading  freight  dis- 
>ution  system. 
ffflfo  its  successful  railroads 
d  strategic  location,  CSX 
rporation  has  proven  itself 
h  one  record-setting  per- 
mance  after  another  And 
!  return  on  this  $400  million 


investment  promises  more  of 
the  same  . 

Get  to  know  us.  You'll  like 
the  way  we  do  business  at 
CSX.  For  more  information 
write:  Corporate  Communi-  , 
cations,  PO.  Box  C-32222, 
Richmond,  VA  23261. 
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CSX  Corporation 


Chessie  System  Railroads 


Family  Lines  Raif  System 


Chessie  System  Railroads  and  Family  Lines  Rail  System  are  units  of  CSX  Corporation. 


POWER  ON  EARTH 
BEATS  THESE  EPA 
MILEAGE  RATINGS 
IN  FULL-SIZE 
PICKUPS. 

3121, 


IT  S  A  FACT,  BASED  ON  FULL-SIZE 
PICKUP  FUEL  ECONOMY  ESTI- 
MATES REPORTED  BY  THE  EPA. 
AND  THE  NEW  6.2  LITER  DIESEL 
MAKES  IT  POSSIBLE.  It  s  available 
in  full-size  Chevy  Pickups,  Subur- 
bans and  4WD  Blazers,  and  its  de- 
signed specifically  for  trucks.  This 
optional  V8  is  built  to  deliver  the 
kind  of  raw  power  you  need,  without 
sacrificing  economy.  In  fact,  the  new 
6,2  Liter  Diesel  is  so  powerful  that 
a  properly  equipped  full-size  '82 
Diesel  Pickup  or  Suburban  can  haul ... 
as  much  as  13,500  lbs.,  including 
itself,  trailer,  passengers,  cargo  and 
equipment. 


And  the  6.2  Diesel  offers  some 
very  impressive  mileage  ratings: 

PICKUP      SUBURBAN  BLAZER 
2WD  31  [23)      30  [20]        -  - 

EST    FPAEST      EST    EPA  EST 
HWY    MPOlCITY;    HWY  MPGiCITYj 

4WD  29  [22]      26  HI]     28  [20]  . 

FST    EPA  EST      EST    EPA  EST      EST    EPA  ESI 
HWY    MPG  iCITYl    HWY    MPG  iCITYr   HWY    MPfi  iCITYi 

Use  estimated  MPG  for  compari- 
sons Your  mileage  may  differ  depend- 
ing on  speed,  distance,  weather. 
Mileage  will  be  less  in  heavy  city 
traffic.  Actual  highway  mileage  lower. 
Some  Chevrolet  trucks  are  equipped 
with  engines  produced  by  other  G  M 
divisions,  subsidiaries,  or  affiliated 


companies  worldwide.  See  your 
dealer  for  details. 

The  new  6.2  Liter  Diesel  It's  379 
cubic  inches  of  tough-towing,  big- 
hauling,  hardworking,  fuel-sipping 
power.  Our  nearest  sales  competitor 
offers  nothing  like  it  at  all.  And  where 
economy  in  a  full-size  pickup  is  con- 
cerned, there's  not  a  power  on  earth 
that  beats  it. 


CHEVY  IS  THE  POWER 
IN  TRUCKS. 


Ronald  Reagan  backed  off  on  his  plan  to  push  for  natural  gas 
deregulation,  but  that  doesn't  mean  the  industry  lost  out. 


When  the  back  door  is 
better  than  the  front 


By  Carol  E.  Curtis 


Iast  March,  President  Reagan 
_  announced  he  wouldn't  fol- 
I  low  through  on  his  cam- 
paign promise  to  speed  up  decon- 
trol of  natural  gas.  According  to 
conventional  wisdom,  this  is  bad 
for  the  energy  industry — after  all, 
there's  little  point  in  selling  scarce 
resources  far  below  market  price. 

When  it  comes  to  natural  gas, 
however,  appearances  are  almost 
always  deceiving.  Producers  are 
probably  better  off  without  the  Ad- 
ministration's legislative  offen- 
sive. In  fact,  there's  a  good  chance 
that  Ronald  Reagan's  apparent 
change  of  heart  stems  not  from  any 
abandoning  of  his  free-market  phi- 
losophy but  from  a  private  meeting 
earlier  this  year  between  Exxon 
Chairman  Clifton  Garvin  and 
presidential  counselor  Edwin 
Meese.  There,  Garvin  reportedly 
asked  the  White  House  to  back  off. 

Understanding  why  takes  a  bit  of 
background.  The  Natural  Gas  Poli- 
cy Act,  which  Congress  passed  four 
years  ago,  keeps  most  prices  under 
control  until  1985.  Speedingup  that 
timetable  would  have  sparked  a 
tough  legislative  battle — and  the 
price  for  victory  would  have  been  a 
hefty  excess  profits  tax.  Washing- 
ton gives  with  one  hand  and  takes 
away  with  the  other. 

Enter  the  Federal  Energy  Regula- 
tory Commission,  a  five-person 
regulatory  body  charged  with  inter- 
preting the  current  law.  FERC  is  an 
outgrowth  of  the  old  Federal  Power 
Commission,  which  out  of  mis- 
placed zeal  for  artificially  low  gas 
prices  created  much  of  the  natural 
gas  mess.  The  new  agency  can't 
deregulate  gas  on  its  own.  But  it 
can   create   price   categories  not 


Buying  gas  on  the  cheap 


If  back-door  deregulation  succeeds,  ana- 
lyst Kurt  Wulf f  expects  these  producers — 
each  with  ample  "old  gas"  reserves — to 
be  major  beneficiaries.  The  final  column 
lists  the  value  of  their  reserves  in  today's 
depressed  stock  market. 


Company 

US  gas 
reserves 
(bcf)» 

Recent 
share 
price 

Share 
price 
(per  mcf) 

Kansas-Nebr 

662 

$22 

$0.20 

El  Paso 

3,500 

21 

0.30 

Mesa  R  Tr 

754 

22 

0.50 

San  Juan  R  Tr 

492 

9 

0.80 

Panhandle  East 

1,414 

29 

0.80 

Cities  Service 

2,700 

27 

0.80 

Union  Oil 

5,781 

29 

0.90 

Tenneco 

3,259 

25 

1.00 

Texaco 

7,555 

30 

1.00 

Sun 

3,424 

31 

1.10 

'Billion  cubic  feel.  Source:  Donaldson,  l.ujkin  &  Jenrette 


specified  in  the  NGPA  and  it  can 
raise  prices  to  elicit  additional  sup- 
plies. FERC  also  has  the  power  to 
hike  prices  unilaterally  for  certain 
gas  categories  if  it  can  show  that 
the  action  is  "just  and  reasonable." 

In  short,  FERC  has  broad  admin- 
istrative discretion.  The  big  differ- 
ence is  that  instead  of  being  domi- 
nated by  consumerists  and  big-gov- 
ernment regulators,  the  commis- 
sion now  has  a  strong  free-market 
bent  (see  box,  p.  60).  Consider  its 
recent  ruling  involving  so-called 
tight-sands  gas.  In  1980  the  com- 
mission raised  the  price  for  this 
new  category  from  less  than  $3  per 
mcf  to  $5.25  per  mcf — roughly 
equivalent  to  oil  selling  at  $31.50  a 
barrel.  The  commission  is  also 
about  to  issue  a  rule  that  will  raise 
prices  on  offshore  gas  from  wells 
300  feet  or  deeper — now  only  a 
small  fraction  of  total  supplies — by 
an  estimated  $3  per  mcf. 

What  FERC  is  now  contemplat- 
ing will  have  an  even  bigger  im- 
pact. FERC  Chairman  CM.  Butler 
III  wants  to  create  another  cate- 
gory— onshore  gas  coming  from 
10,000  feet  to  15,000  feet— to  be 
sold  for  as  much  as  $4.25  per  mcf. 
That's  64%  above  current  prices, 
and  this  "near  deep"  production 
constitutes  up  to  10%  of  U.S.  sup- 
plies. Companies  with  extensive 
"near  deep"  acreage  include  inde- 
pendents such  as  Texas  Oil  &  Gas, 
Mesa  Petroleum  and  Superior  Oil, 
as  well  as  integrated  companies 
like  Standard  Oil  of  Indiana  and 
Standard  Oil  of  California. 

Despite  opposition  in  Congress 
from  the  North,  most  experts  think 
"near  deep"  prices  will  rise  this  year. 
The  industry's  next  target  is  "old" 
gas.  These  fields,  in  production  be- 
fore 1977,  constitute  60%  of  all  U.S. 
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"For  the  first  eight  month! 
$100,000  in  energy!" 


Tell  us  about  this  project. 

Our  Houston  office  building  is  nine  stories  and 
161,000  square  feet.  The  building  was 
occupied  in  1968,  and  we  took  over  the  man- 
agement in  1980.  We  felt  our  chillers  and  cool- 
ing tower  had  deteriorated  during  this  time 
but  did  not  know  how  much.  Much  of  our 
equipment  ran  all  of  the  time  and  our  energy 
consumption  was  high. 


What  did  you  do  about  it? 

Well,  before  we  could  do  anything  else,  we  needed 
to  find  out  where  our  biggest  energy  losses  were. 
Our  corporate  headquarters  had  worked  with  John- 
son Controls  in  the  past  and  suggested  that  we  get 
together  with  them  to  see  what  they  might  do  for  us 
So  we  contacted  them.  They  told  us  that  we  would 
have  to  bring  our  equipment  up  to  specs  before  we 
would  be  able  to  put  on  any  kind  of  controls  that 
would  help  us  with  our  equipment.  This  basically  is 
when  we  decided  to  go  with  retrofitting  before  any- 
thing else. 


How  did  you  keep  it  operating  efficiently? 

We  contracted  with  Johnson  Controls  for 
Time-shared  Automated  Building  Service  and 
Custom  Programmed  Maintenance.  Once 
we  got  our  equipment  in  good  operating 
order  we  felt  we  could  use  time-sharing 
to  actually  make  it  economical  for  us.  It 
gives  us  24  hour-a-day  monitoring  with- 
out additional  manpower,  and  it  costs 
less  than  owning  our  own  energy  man 
agement  system. 


What  about  energy  savings? 

They  have  been  astronomical!  We've  been 
monitoring  our  savings,  in  energy  consumption, 
this  year  compared  to  our  base  year.  We  had  pro- 
jected savings  to  be  $130,000  for  the  year.  But,  for 
the  first  eight  months  we've  already  saved  $100,712 
in  energy!  Our  gas  consumption  for  instance,  has  been 
drastically  reduced. 


Anything  else? 

Nothing  other  than  I  am  completely  satisfied  with  the  services  that 
we're  getting.  These  two  services  work  very  closely  with  our  mainte- 
nance staff  to  keep  the  building  running  at  maximum  efficiency  while 
saving  money.  I  might  add  that  we  recently  approved  a  Johnson  Controls 
proposal  for  a  smoke  alarm  system  that  entails  the  installation  of  360  smoke 
detectors.  That  should  answer  whether  or  not  we've  been  satisfied  with  John- 
son Controls. 


Johnson  Controls,  Inc.    P.O.  Box  423   Milwaukee,  Wl  53201 


SJohnson  Controls,  Inc 
All  Rights  Reserved 


already  saved  over 


"Pete"  Stanley 

Building  Services  Manager 

Armco,  Inc.  —  Houston 


Managing  Energy, 

Comfort  &  Protection 


JgHNSON 
CONTROLS 


How  higher  becomes  lower 


People  can't  understand  as  a 
general  proposition  how  you 
can  lower  prices  by  raising  them." 
That's  the  position  of  CM.  (Mike) 
Butler  HI,  the  39-year-old  head  of 
the  Federal  Energy  Reg- 
ulatory Commission.  A 
graduate  of  the  Univer- 
sity of  Texas  School  of 
Law,  Butler  worked 
three  years  for  the  De- 
troit-based American 
Natural  Resources  Co. 
and  has  served  a  four- 
year  stint  as  an  aide  to 
Senator  John  Tower 
(R-Tex.).  He  comes  to 
the  FERC  with  a  sim- 
ple mission:  Bring  back 
the  forces  of  the  free 
market  to  natural  gas 
pricing. 

FERC's  controversial   

chairman  concedes  that,  in  the 
short  run,  consumers  will  be  pay- 
ing higher  gas  bills.  But  in  the  long 
run,  he  expects  everyone  to  bene- 
fit: "In  1985,  when  60%  of  the  gas 
is  deregulated,  the  price  is  going  to 
go  up  very  sharply.  We're  talking 
about  taking  that  trend  and  gradu- 
alizing  it,  so  the  public  doesn't  get 
hit  in  the  face  all  at  once."  But  the 
Citizen/Labor  Energy  Coalition, 
basically  a  labor  group,  says  the 


CM.  Butler  III 


increase  could  cost  consumers  as 
much  as  $48  billion  over  the  next 
three  years. 

Butler's  chief  objective  is  to  de- 
regulate the  price  of  "old"  gas — 
reserves  put  into  pro- 
duction prior  to  1977 — 
which  now  accounts 
for  40%  of  all  domestic 
supplies.  Says  he:  "Peo- 
ple who  buy  from  well- 
endowed  pipelines 
with  cheap,  price-regu- 
lated gas  are  advan- 
taged at  the  expense  of 
consumers  on  other 
pipelines  who  do  not 
have  such  cheap  regu- 
lated supplies." 

The  FERC  chairman, 
who  likes  fishing  and 
hunting,  wants  to  use 

  his  regulatory  powers 

to  eliminate  that  advantage.  That 
change,  he  predicts,  will  also  help 
lower  the  price  of  unregulated 
gas — which  now  sells  at  up  to 
$10  per  mcf,  vs.  about  a  25-cent 
minimum  for  controlled  reserves. 
"As  uniform  old  gas  prices  reach 
a  level  approximating  the  com- 
modity value  of  the  gas,"  Butler 
says,  "the  price  of  the  deregulat- 
ed gas  should  be  pulled  down 
very  sharply." — Desiree  French 


supplies.  Under  current  law,  they  will 
stay  under  regulation,  with  prices  ris- 
ing only  at  the  rate  of  inflation. 

FERC's  Butler  wants  to  change  all 
that — through  an  ingenious  two-step 
plan  that  even  his  opponents  concede 
is  probably  within  FERC's  mandate. 

His  idea  is  first  to  eliminate  "vin- 
taging,"  a  pricing  system  under  which 
old  gas  now  sells  at  anywhere  from  25 
cents  to  $2.10  per  mcf.  Such  a  wide 
range,  Butler  contends,  penalizes  con- 
sumers who  buy  from  pipelines  with- 
out access  to  large  amounts  of  25-cent 
or  35-cent  gas.  With  uniform  old  gas 
prices,  Butler  will  then  attempt  to 
raise  the  ceiling  price  for  all  old  gas — 
arguing  the  move  is  "just  and  reason- 
able" to  avoid  a  big  jump  when  con- 
trols come  off  new  gas  in  1985.  The 
bottom  line:  Producer  revenues  could 
increase  by  as  much  as  $48  billion, 
with  no  painful  excess  profits  tax. 

Can  FERC  succeed:  The  consumer- 
ists  are  already  up  in  arms.  Represen- 
tatives John  Dingell  |D-Mich.)  and 
Dan  Rostenkowski  (D— 111.),  both  from 
states  where  heating  bills  would  rise  if 
gas  were  deregulated,  are  sponsoring  a 


House  resolution  urging  the  commis- 
sion to  back  off.  Among  its  supporters 
is  the  Citizen/Labor  Energy  Coalition, 
a  consumer  group  partially  funded  by 
the  AFL-CIO.  So,  everybody  is  play- 
ing his  self-interest.  The  same  Dingell 
who  wants  to  keep  gas  prices  down 
wants  to  put  auto  prices  up :  Repre- 
senting an  automaking  district,  he  re- 
cently introduced  a  bill  that  would  cut 
by  nearly  two-thirds  the  export  of  Jap- 
anese autos  to  the  U.S. 

The  ultimate  opinion  on  FERC's  of- 
fensive probably  lies  with  the  courts. 
But  this  time  the  battle  plans  are  be- 
ing drawn  in  a  way  that  clearly  favors 
producers.  For  years  they  lost  out  as 
politics  instead  of  economics  deter- 
mined natural  gas  prices.  These  days, 
however,  the  free-market  forces  are  in 
control  of  the  energy  bureaucracy. 

The  success  of  deregulation  in 
bringing  forth  additional  supplies  and 
in  forcing  conservation  in  oil  now  is  a 
powerful  argument  for  doing  the  same 
thing  in  natural  gas.  But,  wisely,  the 
industry  decided  to  avoid  a  fight  over 
principle  and  to  take  the  back  door  to 
deregulation.  ■ 


Very  special  islands 
for  very  special  people. 

Grand  Cayman.  Cayman 
Brae.  Little  Cayman. 

More  professional  people 
come  to  these  peaceful  islands 
in  the  West  Indies — an  hour's 
flight  from  Miami,  a  little  longer 
from  Houston — than  anyone 
else. 

It's  their  kind  of  place. 

The  only  major  British 
Crown  Colony  remaining  in  the 
Caribbean  and  a  major  financial 
center  of  the  world. 

A  place  to  relax  among 
congenial  people  in 
an  uncrowded,  unspoiled 
environment. 

Miles  of  white  sand  beaches. 
An  incredible  underwater 
wonderland  for  snorkelers.  For 
scuba  divers,  the  Cayman 
"deep"  is  rated  the  world's  No.  1 
locale.  Big  game  fishing  off 
Cayman  Brae.  Bone  fishing  on 
Little  Cayman.  Tennis  courts 
everywhere. 

The  food  is  what  you 
would  expect  for  an  island  with- 
over  300  international  banks. 
And  there  are  more  luxury 
privately  owned  apartments  that 
can  be  rented  for  a  few  days 
or  weeks,  than  on  any  island 
in  the  Caribbean. 
a  Comfortable  hotels.  Villas. 
Several  rather  plush  clubs. 

Good  travel  agents  know 
about  the  Caymans.  Or  write  or 
call  305-444-6551. 

Cayman  $t  Islands 

Department  of  Tourism 

250  Catalonia  Ave., 
Coral  Gables,  FL  33134 
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Giant  supermarket  chains  don't  just  get 
into  trouble  overnight.  First  there  are  the 
quiet  danger  signals.  Listen  very  carefully 
to  what's  happening  at  Safeway 


A&P  West? 


By  Jeff  Blyskal 


Safeway  Stores  is  the  nation's 
largest  supermarket  ehain.  Its 
2,400  outlets  dot  the  West 
Coast  and  the  Sunbelt,  and  they 
should  ring  up  $18  billion  in  sales  this 
year.  But  in  today's  grocery  business, 
being  the  biggest — even  being  in  the 
fastest-growing  markets — isn't  neces- 
sarily the  key  to  success.  Look,  for 
example,  at  what's  happening  behind 
Safeway's  well-stocked  shelves. 

Ten  years  ago,  the  Oakland-based 
chain  was  market  leader  in  Los  Ange- 
les. Today,  it's  number  four.  In  Wash- 
ington, D.C.,  where  Safeway  was  just 
ahead  of  hometown  Giant  Food  five 


years  ago,  it  is  now  well  behind. 
Those,  of  course,  are  both  expanding 
areas.  But  see  what  happened  to 
Safeway  in  Nebraska:  Unable  for 
years  to  improve  its  third-place  posi- 
tion as  earnings  evaporated,  the  chain 
last  month  decided  to  close  its  70- 
store  Omaha  division. 

Corporate  statistics  are  similarly 
depressing.  Safeway's  margins  and  re- 
turn on  equity  are  both  well  below 
industry  averages,  and  have  fallen 
sharply  since  1978.  Earnings  slumped 
to  $115  million  last  year,  three- 
fourths  what  they  were  in  1978. 
Some  investors  may  have  been  heart- 
ened by  a  relatively  small  earnings 
decline— 4%   in   1981,  vs.    16%  in 


1980 — but  skeptics  saw  a  different 
trend.  Cincinnati-based  Kroger  Co. 
earned  $15  million  more  on  32%  less 
volume.  So  much  for  Safeway's  top 
position  on  the  supermarket  profit 
roster. 

In  Safeway's  case,  reported  earnings 
minimize  its  difficulties.  Total  earn- 
ings are  buoyed  by  operations  in  Aus- 
tralia, Canada  and  Europe,  where  the 
relative  novelty  of  the  supermarket 
can  make  pretax  margins  hit  4% — 
more  than  double  the  U.S.  average. 
Domestic  sales,  however,  account  for 
75%  of  Safeway's  revenues,  and  prof- 
its on  the  home  front  are  tumbling 
like  oranges  piled  too  high  on  the  pro- 
duce counter.  Safeway's  U.S.  earnings 
were  off  39%  last  year  following  drops 
of  31%  in  both  1979  and  1980.  "Un- 
less they  change  their  ways,  they 
could  become  another  A&P,"  says 
one  East  Coast  food  broker. 

A  key  to  Safeway's  problems  is  that 
U.S.  sales  growth  is  not  keeping  pace 
with  the  industry  average.  And  only 
last  year  did  sales  grow  faster  than 
inflation — barely.  What's  more, 
Safeway  is  losing  share  in  9  of  its  14 
major  markets.  "In  the  food  business, 
that's  a  hell  of  an  indicator  you're  not 
giving  the  customer  what  he  wants," 
says  Jonathan  Scott,  A&T's  former 
chairman. 

Safeway's  troubles  stem  from  the 
staunch  conservatism  of  Robert 
Magowan,  a  former  retailer  who  took 
over  the  then-troubled  chain  in  1955 
and  turned  the  company  around  dur- 


Tour  friendly  neighborhood  loser 


Over  the  past  five  years,  Safeway  has  lost  market  share 
in  9  of  these  14  major  cities.  It  now  leads  the  pack  in 


only  4  locations — a  clear  sign  that  the  folks  in  Oakland 
are  not  serving  customers  as  well  as  many  local  chains. 


Seattle 


30% 

35% 

1 

Salt  Lake  City 


Des  Moines 


Kansas  City 


Baltimore 


19% 

17% 

2 

15% 

13% 

3 

25% 

20% 

2 

6% 

8% 

3 

// 

Washington  D.C. 


32% 

30% 

2 

42% 

39% 

2 

I  I  1976  market  share 
|  |  1981  market  share 
|     |  current  rank 


1 


10% 

ll°o 

3 

12% 

16% 

2 

31% 

28% 

1 

Sourct  Maims  Mar>t  ■  Ketetnch  Co..  Inc. 
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inghis  16-year  tenure.  In  1973,  Safeway 
surpassed  A&P  in  sales.  But  overcau- 
tion — mainly  from  a  legal  department 
that  was  too  influential — positioned 
Safeway  poorly  for  the  Seventies. 

"They've  just  never  been  innova- 
tors," explains  Barry  Scher  of  Giant 
Food.  Safeway,  for  example,  was  late 
to  spot  the  trend  toward  cavernous 
"superstores"  that  offer  higher-mar- 
gined nonfood  items.  The  big  chain 
also  got  caught  in  the  middle  of  a 
market  that  was  moving  in  two  direc- 
tions at  once.  Safeway  didn't  go  for 
discount,  no-frills  stores;  but  it  didn't 
upgrade  either,  refusing  to  open  phar- 
macies and  specialty  departments. 
Even  optical-scanners,  which  save 
time  and  money,  were  usually  intro- 
duced by  the  competition. 

Now  some  of  that  is  changing.  Peter 
Magowan,  Robert's  40-year-old  son 
who  started  in  the  company  as  a  teen- 
age grocery  bagger,  became  chief  ex- 
ecutive two  years  ago.  Since  then, 
Safeway  has  added  more  superstores 
with  specialty  bakery  and  natural- 
food  departments.  There  is  even  inno- 
vation: Safeway  has  a  growing  num- 
ber of  successful  discount  Liquor 
Barns  and  an  experiment  with  pricey 
gourmet  outlets.  But  Safeway  has 
been  playing  catch-up.  Its  new  con- 
cepts are  typically  the  stuff  competi- 
tors pioneered,  and  there  is  no  prize 
for  being  second.  Many  Safeway  su- 
perstores and  pharmacies,  for  exam- 
ple, are  still  running  in  the  red. 

The  nub  of  Magowan's  challenge  is 
that  Safeway  may  not  be  quick 
enough.  "When  you  go  through  a  peri- 
od of  economic  adjustment  as  we  are 
now,  speed  and  flexibility  are  a  must," 
says  Tim  Hammonds,  an  economist 
at  the  Food  Marketing  Institute. 
"Smaller  operations  can  do  it  better." 

Look,  for  example,  at  Denver, 
where  supermarkets  compete  with 
K  mart  and  Dayton-Hudson's  Target 
discount  chain  for  the  business  of  the 
40,000  new  residents  who  arrive  each 
year.  Safeway  used  to  be  king  of  the 
Rockies,  but  Dillon  Companies'  King 
Soopers  did  a  better  job  reading  cus- 
tomers' demands.  "We  offered  100 
no-frills  items  in  1 978,"  says  KS  Presi- 
dent Jim  Baldwin.  "Safeway  allowed 
us  that  edge  until  they  followed  suit 
but  with  fewer  items  in  1979."  KS 
also  led  with  superstores.  Result: 
Safeway's  market  share  fell  from  42% 
in  1976  to  39%  today.  Meanwhile,  KS 
rocketed  from  a  37%  share  to  47% . 

Still,  Magowan,  who  has  degrees 
from  Stanford  and  Oxford,  doesn't 
think  headquarters  is  out  of  touch. 
"That's  just  so  much  bull,"  he  argues, 
adding  that  division  managers  don't 
need  to  clear  every  move  with  Oak- 
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Come  for  business. 
Stay  for  fun. 

You'll  come  to  the  Washington  Hilton  for 
our  location,  our  meeting  and  guest 
rooms,  and  most  importantly  for  our 
outstanding  reputation  among  business 
people  (backed  by  Mobil's  four  stars, 
AAA's  four  diamonds  and  Meetings  and 
Conventions'  Gold  Key).  But  you'll  stay 
for  The  Racquet  Club's  Har-Tru"  tennis 
courts,  Olympic  size  pool,  saunas,  Jacuzzis, 
and  more.  When  you've  had  enough 
business,  have  some  fun.  The  new 
Washington  Hilton  way.  Call  your  local 
Hilton  Reservation  Service  or  contact  us 
directly  at  (202)  483-3000. 

The  new 
Washington  Hilton  way. 

1919Connecticut  Ave  ,  N.W.,  Washington, D.C.  20009 


Dictaphone  is  rewriting 
the  way  people  write. 

§l»  Introducing  the  new  Dictamite 

jpgi                |\  dictation  portable.  The  machine 

--.^Bf,  ng|  [41  that  lets  you  write  six  times  fas- 

,.,,„•>  ter  than  longhand. 

"""  "it  With  pocket-size  conven- 

s                /II  ience.  One-hand  operation.  Mini- 

W*            g,    |ll  cassettes  to  capture  your  most 

w  fleeting  thought,  or  take  a  full 

li  |  half-hour's  dictation.  All  this, 
a  mere  8.2  oz. 

|  1  Fill  out  the  coupon  today.  It 
may  be  one  of  the  few  times  you'll 

1  1  ever  use  your  pen  again. 


HI  Dictaphone 

A  Pitney  Bowks  Company 


The  new  Dictamite  sounds 
great.  Tell  me  more. 


Mail  to:  Dictaphone  Corporation 

120  Old  Post  Road 
DF-42  Rye,  New  York  1 0580 

orcii,  800-431 -1708 

(Except  Hawaii  and  Alaswv*}. 
In  New  York,  call  914-967-2240. 

Dictaphone  and  Dictamite  are  trademarks  of 
Dictaphone  Corp  .  Rye,  N  Y 
L  —  ...  .-  I 
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land.  Magowan  attributes  much  of 
Safeway's  disadvantage  to  costly 
union  benefits  and  wage  scales,  which 
he  hopes  to  reduce  as  agreements  ex- 
pire. Safeway,  with  1,300  separate 
three-year  contracts,  has  the  same  la- 
bor-relations problems  as  many  re- 
gional competitors,  but  historically  it 
often  gave  workers  a  better  deal. 
Magowan  wants  to  renegotiate  now, 
while  unions  are  spooked  by  the  re- 
cession, but  the  bulk  of  the  contracts 
don't  come  up  for  renewal  until  1983. 

Meanwhile,  remnants  of  the  old 
Safeway  stodginess  survive.  "If  a 
manufacturer  offers  an  80-cents-per- 
case  discount  on  fruit  drink,  Giant 
will  buy  six  to  eight  weeks'  worth  on 
the  last  day  of  the  promotion,  cutting 
their  costs  for  the  entire  period,"  says 
a  Washington  food  broker.  Oakland 
won't  sanction  that  because  of  high 
interest  rates.  That's  probably  why  it 
was  Giant  that  started  last  year's  gory 
Washington  price  wars. 

Magowan  knows  reversing  a  trou- 
bled supermarket  giant  is  not  easy.  He 
does,  however,  contend  that  Safeway 
has  finally  stemmed  its  share  de- 
clines, even  though  no  statistics  sup- 
port the  claim.  What  is  clear  is  that 
Magowan  is  making  some  tough  deci- 
sions, like  pulling  out  of  Omaha  and 
Memphis.  "People  who  see  us  doing 
that  and  try  to  link  us  with  A&P 
haven't  done  their  homework,"  he  ex- 
plains. "Everyone  forgets  that  suc- 
cessful chains  have  abandoned  areas 
too.  You  can  argue  that  A&P  didn't 
get  out  soon  enough." 

You  can  also  argue  that  Safeway's 
present  crisis  exists  at  least  in  part 
because  of  another  parallel  with  the 
old  A&P.  Even  among  the  giant 
chains,  most  top-tier  supermarket 
companies  have  owner-managers. 
There's  Joseph  Albertson  at  Albert- 
son's, Ray  Dillon  at  Dillon  Cos.  and 
James  Davis  at  Winn-Dixie.  When 
A&P  foundered,  by  contrast,  its  major 
shareholder  was  a  culturally  oriented 
foundation.  Similarly,  no  one  with  a 
really  significant  stake  in  Safeway  is 
helping  run  the  company  today.  An 
employee  profit-sharing  plan  owns 
nearly  20%  of  its- stock;  officers  and 
directors  have  just  a  handful  of  shares. 

Time  was  when  the  corner  grocery 
always  seemed  to  run  better  with  the 
owner  around.  The  modern  supermar- 
ket business — with  all  the  problems  of 
low  margins,  high  labor  costs  and  cut- 
throat competition — might  not  be  too 
different.  As  a  sec  ition  pro- 

fessional, Peter  Magowan  seems  to 
understand  Safeway's  problems.  The 
big  question  is  whether  he  can  act 
quickly,  effectively,  and  soon  enough 
to  solve  them.  ■ 


Congress' plan  to  bring  order  to  the  chaos 
of  product  liability  law  has  lawyers  moan- 
ing, business  cheering. 


Who,  and  where, 
do  I  sue? 


By  Beth  Brophy 


ILT  THE  GARMENTMAKER  was 

talking  about  product  liabil- 
ity. The  lady,  he  said,  leaned 
over  the  stove  while  making  a  cup  of 
tea.  The  sleeve  of  her  sweater  caught 
fire,  and  so  did  the  smock  under  the 
sweater.  She  couldn't  remember  if  she 
bought  the  smock  in  Ohrbach's  or 
Two  Guys,  so  she  sued  them  both. 
They  asked  their  smockmakers  if 
they  could  have  made  the  offending 
smock,  now  burned  beyond  recogni- 
tion. "Who  knows?"  Milt's  salesman 
said.  "It  might  have  been  us."  So  the 
department  store  sued  Milt.  Milt, 
playing  it  safe,  sued  his  fabricmaker. 

In  the  end,  Milt  remembers,  four  of 
them  got  together,  including  the  stove- 
maker,  who  was  sued,  too,  and  gave  the 
lady  $50,000.  The  only  one  who  wasn't 
sued  was  the  teabag  company. 

Milt's  story  isn't  unusual.  A  couple 
of  years  ago  two  men  stuffed  a  hot-air 
balloon  in  a  commercial  dryer  and  the 
dryer  blew  up.  They  collected 
$885,062  in  damages  from  American 
Laundry  Machinery  Industries,  which 
made  the  dryer. 

It's  a  big  bill  for  business — $1.5  bil- 
lion in  insurance  premiums  alone,  ac- 
cording to  C.  Thomas  Bendorf,  speak- 
ing for  the  Association  of  American 
Trial  Lawyers.  Bendorf  says  the  insur- 
ance companies  paid  out  only  $400 
million  in  claims  in  1980,  and  that 
makes  them  the  villains  of  product 
liability  costs. 

The  insurance  companies  and  busi- 
nesses counter  that  product  liability  is 
the  happy  hunting  ground  of  hungry 
I  )  ers  and  point  out  that  for  every 
66  rents  consumers  received  in  liabil- 
ity judgments,  lawyers  made  77  cents 
in  fees.  One  of  the  main  problems,  say 


Wisconsin  Senator  Robert  Kasten 
The  solution  is  preemption. 

the  insurers,  is  a  crazy  quilt  of  state 
laws.  In  Illinois,  if  you  drive  your 
crane  into  a  power  line  you  can  collect 
injuries  from  the  cranemaker.  FMC 
paid  $2.6  million  learning  that  lesson. 
But  in  Minnesota  or  New  Mexico  the 
courts  say  anyone  who  drives  his 
crane  into  a  power  line  is  a  fool  and 
shouldn't  collect  anything. 

Even  improving  your  product  can 
be  dangerous  in  California,  New  York 
or  Alaska  because  it  can  be  taken  as 
an  admission  that  the  old  product  was 
unsafe. 

The  solution,  says  Senator  Robert 
Kasten  (R-Wis.),  chairman  of  the  con- 
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All  airports  accommodate  airplanes. 
Swiss  airports  accommodate  people 

too.  Airplanes  have  needs.  So  do  people. 
Happily,  when  you  land  at  Zurich  or  Geneva, 
you  discover  that  for  a  change,  people  haven't 
been  overlooked. 

If  you're  in  a  hurry,  you'll  thank  us  for 
having  some  of  the  fastest  connecting  times 
in  Europe.  And  airports  designed  with  that 
in  mind. 

If  you're  not  in  a  hurry,  you'll  thank  us 
for  tidy  shopping  plazas  that  have  every 
convenience  imaginable  -  places  to  rest  and 
shower,  boutiques,  four- star  restaurants, 
an  international  pharmacy  -  you  name  it. 
All  within  a  short  walk. 

Even  your  luggage  will  thank  us.  In  a 
country  "where  everything  works,"  it  will 
arrive  on  the  same  plane  you  do. 

Swissair  departs  for  your  two  favorite 
airports  from  New  York,  Boston,  Chicago, 
Toronto  and  Montreal,  then  on  to  the  world 

Just  call  your  travel  agent  or  swissairjij/ 


With  courts  like  that  and  juries  con- 
tinually favoring  plaintiffs,  consumer 
groups  and  lawyers  understandably 
fear  any  law  that  would  shift  the  bal- 
ance. "This  legislation,  if  enacted, 
will  force  victims  to  thread  a  legal 
needle  while  providing  defendants 
with  a  legal  hole  large  enough  to  drive 
a  truck  through,"  argues  David  Green- 
berg,  legislative  director  of  the  Con- 
sumer Federation  of  America.  Green- 
berg  is  keeping  the  pressure  on  to 
prevent  a  federal  law  from  being  en- 
acted, and  he  could  succeed  if  the  Ad- 
ministration doesn't  get  its  act  to- 
gether. The  White  House  has  an  ap- 
parent conflict  with  the  proposed  law. 
While  a  uniform  code  would  reduce 
the  regulatory  burden,  a  federal  liabil- 
ity law  might  contradict  the  "new 
federalism"  policy  of  leaving  author- 
ity at  state  levels.  Commerce  Secre- 
tary Malcolm  Baldrige  first  expressed 
his  support  for  a  federal  law  but  then 
backed  away  in  a  recent  appearance 
before  Kasten's  subcommittee. 

Certainly  the  issue  is  clear:  While 
there  must  be  standards  of  law  on 
product  liability,  50  separate  stan- 
dards sounds  like  little  more  than  a 
full-employment  plan  for  lawyers. 

"You  know,"  says  Milt  the  gar- 
mentmaker,  "I  paid  the  lady  $5,000, 
but  the  legal  fees  were  $10,000 — and 
it  wasn't  even  my  smock."  ■ 


Avon  Products,  Inc. 

has  acquired  through  merger 

Mallinckrodt,  Inc. 


We  assisted  in  initiating  this  transaction,  acted  as  financial  advisor 
to  Avon  Products,  Inc.,  and  acted  as  Dealer  Manager 
for  its  tender  offer. 


Blyth  Eastman  Paine  Webber 

Incorporated 


March  10, 1982 


sumei  subcommittee  of  the  Com- 
merce, Science  and  Transportation 
Committee,  is  a  federal  product  liabil- 
ity law  that  would  preempt  the 
states'.  He  is  proposing  such  a  law  and 
has  the  backing  of  manufacturers,  re- 
tailers, wholesalers  and  insurers.  Op- 
posing Kasten's  efforts  are  consumer 
groups  and  lawyers  who  claim  that 
citizens  will  lose  their  rights  to  sue.  A 


"It  is  in  lawyers*  self-inter- 
est to  keep  the  laws  as  con- 
fusing as  possible.  We  profit 
from  chaos.  And  there's  nev- 
er been  anything  as  chaotic 
as  product  liability  law," 
says  Victor  Schwartz,  who 
represents  1 50  organiza- 
tions supporting  a  federal 
liability  law. 


major  battle  is  heating  up  even  before 
Kasten  officially  introduces  his  bill  in 
the  Senate. 

One  of  Kasten's  proposals  is  to  nar- 
row manufacturers'  and  distributors' 
liability  for  defective  products.  Courts 
in  36  states  say  that  not  just  manufac- 
turers but  all  sellers  of  defective  prod- 
ucts are  liable,  even  if  it  isn't  the 
seller's  fault.  "We  do  not  make  the 
trucks  we  sell  and  lease;  we  cannot 


drive  them  for  our  customers;  and  we 
cannot  keep  a  constant  watch  over 
their  use,"  complains  Peter  Voss  Jr., 
president  of  Voss  Equipment,  Inc.  in 
Harvey,  111.  Voss  is  angry  because  he 
leased  a  truck  to  a  steel  company  that 
didn't  properly  train  an  employee  to 
load  it.  Voss  was  sued  when  the  work- 
er was  hurt,  and  settled  out  of  court 
for  $165,000. 

The  present  laws  also  encourage  the 
suer  to  sue  as  many  companies  as 
possible,  and  for  them  it  is  often 
cheaper  to  pay  off  than  fight.  "It  is  in 
lawyers'  self-interest  to  keep  the  laws 
as  confusing  as  possible.  We  profit 
from  chaos.  And  there's  never  been 
anything  as  chaotic  as  product  liabil- 
ity law,"  says  lawyer-lobbyist  Victor 
Schwartz,  who  represents  a  group  of 
150  businesses  and  trade  associations 
supporting  a  federal  law. 

Other  proposed  changes  include  im- 
posing a  25-year  time  limit  on  liabil- 
ity for  capital  goods;  a  provision  that 
manufacturers  who  comply  with  gov- 
ernment safety  standards  are  pre- 
sumed to  be  exercising  due  care;  and  a 
requirement  that  the  injured  party 
prove  a  specific  product  causing  dam- 
age was  manufactured  by  the  defen- 
dant. A  California  court  ruled  in  1980 
that  drug  manufacturers  are  liable 
even  if  the  suer  could  not  tell  whose 
drug  had  been  used. 


"Let  Missouri  show  you  biotechnology  in  action" 

Kit  Bond,  Governor,  State  of  Missouri 


"For  80  years  Monsanto  has  prospered  in 
Missouri's  productive  business  climate" 


Monsanto  is  a  research  oriented, 
high  technology  corporation.  Since 
its  founding  over  80  years  ago, 
Monsanto's  World  Headquarters  has 
been  located  in  St.  Louis,  Missouri. 

"Research  and  technology  are  the 
keys  to  Monsanto's  future," 
explains  John  W.  Hanley,  Chairman/ 
CEO  of  Monsanto.  "Here  at  Mon- 
santo's corporate  campus,  Missouri 
scientists  are  studying  how  to  regu- 
late the  growth  of  plants  so  that 
cornfields  in  Missouri  and  rice  pad- 
dies in  Asia  can  produce  higher 
yields.  We  realize  the  importance  of 


John  W.  Hanley,  Chairman  and  CEO,  Monsanto  Company 


high  technology  in  our  agriculture 
products.  For  example:  there  are 
over  350,000  identified  plant  species 
in  the  world,  yet  fewer  than  100  of 
these  are  today  commercially  impor- 
tant for  food,  feed,  and  fiber.  So  the 
potential  for  using  new  technology 
to  protect  or  develop  new  food  crops 
is  enormous. 

"We  are  increasing  our  commitment 
to  new  product  research  programs 
at  our  facility  in  Missouri.  Our  con- 
centration is  on  herbicides,  plant 
growth  regulators,  and  cell  biology 
research,  one  of  our  largest  explora- 
tory research  commitments." 

Monsanto,  like  many  businesses, 
finds  the  business  climate  in  Mis- 
souri substantially  contributes  to  its 


technological  abilities.  The  scientifi- 
cally degreed  personnel  from 
Missouri's  many  Colleges  and 
Universities,  and  the  financial  assist- 
ance available  from  industrial  devel- 
opment bonds  are  just  two  examples 
of  the  contributory  climate  to  busi- 
nesses interested  in  Missouri  as  a 
research  and  development  location. 

To  find  out  how  Missouri  can  also 
work  for  you  call  1-314-751-4539, 
or  write  for  our  "12  Reasons" 
brochure:  Write:  Governor  Kit 
Bond,  P.O.  Box  118,  Jefferson 
City,  MO  65102. 


Let 


Show  You . . . 


Governor  Kit  Bond 

P.O.  Box  118 

Jefferson  City,  MO  65102 


This  ad  sponsored  jointly  by  the  Missouri  Pnvalc  Industry  Council  (PIC)  and  the  Missouri  Division  of  Community  and  Economic  Development 


What's  the  mo 

message  service  i 

Let's  say  you're  in  New  York  and  you  want  to  get  a  message  to  Los  Angeles  fast. 
Here  are  your  choices: 


Overnight  Letter:  $9.50. 

Sending  your  urgent  business 
message  by  Federal  Express  Overnight 
Letter*  service  will  cost  you  $9.50  when 
you  drop  it  off  yourself.  Not  bad,  but  you 
probably  have  better  things  to  do  with 
your  time.  And  your  money.  (To  pick  up 
and  deliver  a  single  letter  they  charge 
$18.00.) 

The  Postal  Service's  Express  Mail** 
costs  less:  $9.35.  Nice  for  small  parts 
and  big  reports,  but  still  expensive  for  a 
single  letter. 


Telephone:  $3.69. 

Perhaps  the  most  convenient  way 
of  all  is  the  telephone.  Almost  every  desk 
has  one. 

But  something  happens  when  a 
person  picks  up  a  telephone.  What  starts 
out  as  a  short  request  often  turns  into  a 
long  exchange  of  pleasantries.  Which  is 
why  the  average  long-distance  phone  call 
lasts  seven  minutes. 

A  seven-minute,  station-to-station 
phone  call  during  business  hours  would 
cost  $3.69. 


•Federal  Express  and  Overnight  Letter  are  registered 
trademarks  of  the  Federal  Express  Company. 
"■Express  Mail  is  a  registered  trademark  of  the  U.S.  Postal  Service. 


inderpriced 

heworid? 


Facsimile:  $2.21. 

One  way  to  save  money  is  with  a 
facsimile  machine.  Using  the  most 
common  fax  units,  a  single  page  would 
take  four  minutes  to  transmit  and  cost 
$2.21  during  business  hours. 

Of  course,  you  save  on  phone 
charges  with  a  high-speed  machine,  but 
it's  still  an  expensive  way  to  send  a 
single  business  letter.  And  even  more 
expensive  for  multiple  pages. 


Telex:  34%  cents. 

That's  right.  You  can  send  a  66-word 
Telex  message  anywhere  in  the  contiguous 
U.S.  for  just  34%  cents.  That's  for  instant 
delivery,  not  overnight. 

With  your  Telex  terminal  you  can 
reach  any  of  the  140,000  subscribers  on 
Western  Union's  domestic  network,  plus 
1.5  million  Telex  subscribers  in  154 
countries. 

For  our  free  booklet,  "What  every 
executive  should  know  about  Western 
Union's  Telex  network,"  Telex  us  at 
642-491.  Or  write  Tom  Mathai,  Vice 
President,  Office  Message  Services, 
Western  Union,  One  Lake  Street,  Upper 
Saddle  River,  New  Jersey  07458. 


Western  Union's  Telex. 

Very  definitely  the  most  underpriced 
message  service  in  the  world. 


The  Money  Men 


In  the  Sixties,  Ned  Heizer  was  a  venture 
capitalist  who  couldn't  miss.  Now  he's  ex- 
cited about  spinoffs.  Ifs  easy  to  see  why. 


What  to  do  when 
the  music  stops 


defines  it.  That's  cheaper  even  than 
many  troubled  corporations  in 
smokestack  industries. 

What  went  wrong?  Well,  like  the 
banker  who  can't  balance  bis  own 
checkbook,  Heizer,  the  master  at 
picking  profitable  startups,  is  far  less 
successful  at  managing.  Heizer  Corp. 
hasn't  invested  in  anything  new  since 
1975.  Ned  Heizer  has  spent  his  time 
since  then  trying  to  maximize  what 
he  already  owns — with  less-than-im- 
pressive  results. 

His  assets  are  a  portfolio  of  hefty 
minority  positions  in  some  15  compa- 
nies; Heizer  takes  a  more  active  ap- 
proach to  supervising  his  portfolio 
than  other  venture  capitalists  do.  "We 
will  find,  hire  and  put  in  new  people, 
if  that's  what  is  necessary,"  says 
Heizer,  52,  a  tall,  stocky  man  who  was 
trained  as  a  lawyer  and  CPA.  "And 


By  Lisa  Gross 


REMEMBER  E.F.  (Ned)  HEIZER, 
the  Sixties  impresario  who  ex- 
panded Allstate  Insurance 
Co.'s  venture  capital  investments  25- 
fold  in  seven  years?  In  1969  he  went 
out  on  his  own  to  launch  Heizer  Corp. 
and  quickly  got  $81  million  from  in- 
stitutional investors.  Last  year,  when 
that  nest  egg  had  swelled  by  $325 
million,  Heizer  went  public  as  a  way 
of  letting  his  backers  cash  out. 

Sadly,  however,  Heizer  Corp.  has 
been  anything  but  a  bonanza  for  its 
2,300  public  stockholders.  Its  shares, 
offered  in  May  1981  at  $17.50,  now 
trade  for  less  than  $8.  What's  more, 
Ned  Heizer 's  legendary  feel  for  ven- 
ture capital  is  going  at  bargain-base- 
ment prices.  Heizer  Corp.  sells  at  43% 
discount  from  book  value  as  Heizer 


A  tale  of  slumping  assets 

These  startups  once  made  up  81%  of  Heizer's  assets.  Their  value 
has  declined  dramatically  since  the  company  went  public  last  May. 

Company 

%  owned 
by  Heizer 

Market  value 
(thousands) 

%  change 
since  3/31/81 

Amdahl 

mainframe  computers 

19% 

$74,502 

-51% 

The  Commodore  Corp 

housing,  recreational  vehicles 

39 

13,048 

+4 

Computer  Consoles 

directory  assistance  systems 

19 

19,687 

-25 

Fotomat 

retail  photo  processing 

22 

7,709 

-40 

Intl  Capital  Equipment 

equipment  leasing 

15 

1,620 

-28 

Paradyne 

data  communications  equipment 

6 

26,208 

-19 

Spectra-Physics 

laser  systems- 

3 

1,908 

-59 

we'll  replace  them  if  we  need  to." 

With  so  many  companies  in  his  sta- 
ble, taking  a  hands-on  approach  to 
each  of  them  spreads  Heizer  very 
thin.  "He's  a  superb  idea  man,  a  cata- 
lyst to  management  of  the  companies 
in  which  he  invests,"  says  one  former 
employee.  "But  he  doesn't — and 
can't— devote  himself  to  details."  Re- 
cently, for  example,  Heizer  was  in  Ja- 
pan working  on  a  joint  venture  be- 
tween Fujitsu  and  Amdahl  Corp. 
Heizer  put  Amdahl,  a  mainframe 
computer  company  whose  strategy  is 
to  "me  too"  IBM  at  cut-rate  prices,  in 
business  back  in  1970,  and  it  now 
accounts  for  almost  half  of  his  assets. 
Amdahl's  stock  virtually  collapsed 
last  month.  The  company's  response 
to  IBM's  model  3081,  expected  by 
March,  has  been  delayed.  To  make 
matters  worse,  customers  are  opting 
to  lease  the  older  Amdahl  470  system, 
hurting  revenues. 

Then  there's  Fotomat,  another 
Heizer  offspring  with  its  share  of 
problems.  The  company  missed  the 
popular  switch  from  Instamatic-type 
film  to  35mm.  Fotomat  lost  $4.7  mil- 
lion in  1979,  but  has  recovered  since 
entering  the  35mm  market.  It  earned 
$5.7  million  on  $199  million  revenues 
for  the  first  nine  months  of  1981.  But 
it  will  end  the  year  with  at  best  $2.7 
million  profit  because  of  fourth-quar- 
ter losses,  according  to  Morgan  Stan- 
ley analyst  Brenda  Lee  Landry.  In  Jan- 
uary Heizer  helped  install  a  new  chair- 
man. Heizer's  22%  of  the  company  is 
now  worth  $7.7  million — 50%  less 
than  last  June. 

Heizer's  major  headache,  however, 
is  in  Santa  Clara,  Calif.  That's  where 
he  spends  a  lot  of  time  nursing  OMEX, 
a  company  that  is  his  biggest  gamble 
by  far.  Heizer  owns  76%  of  the  elec- 
tronic information  storage  company, 
which  lost  $7.4  million  last  year  on 
$350,000  in  revenues.  The  problem: 
OMEX  didn't  contract  for  a  system 
until  last  spring,  even  though  Heizer 
has  poured  nearly  $29  million  into  it 
over  the  past  eight  years.  Revenues 
came  from  charging  consulting  fees  to 
potential  customers. 

Just  this  year  Heizer  put  $2  million 
more  into  OMEX.  In  February  he  re- 
cruited a  new  chief  executive,  Ron 
Hill,  formerly  second  in  command  at 
GE's  Calma  subsidiary.  If  Hill  suc- 
ceeds, and  Amdahl  and  the  others 
straighten  out,  Shearson/American 
Express  analyst  S.F.  Accardo  claims 
that  Heizer's  net  asset  value  could  be 
$70  per  share  by  1986.  Another  ven- 
ture capitalist  is  less  optimistic;  he 
calls  OMEX  "Heizer's  Vietnam." 

One  Chicago  analyst,  in  fact,  says 
Heizer  is  not  a  venture  capital  firm  at 
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Product  of  NISSAN 


Venture  capitalist  Ned  Heizer 


Be  can  pick  'em,  but  can  he  manage? 


all  anymore.  "Too  many  of  his  invest- 
ments have  passed  beyond  the  embry- 
onic state.  The  company  is  more  like 
a  closed-end  investment  fund,"  he 
says.  That  comparison  annoys  Heizer, 
but  facts  are  facts. 

One  of  those  facts  is  that  Heizer  has 
never  shown  himself  to  be  a  manager. 
After  earning  his  stripes  at  Arthur  An- 
dersen; Kidder,  Peabody;  and  Booz, 
Allen,  he  brought  Allstate  in  on  the 
ground  floor  of  Control  Data,  Mem- 
orex,  Scientific  Data  Systems  and 
Teledyne.  But  he  was  an  idea  man, 
not  an  operator.  As  a  former  staffer 
explains,  "Heizer  is  basically  a  solo 
act.  I'd  say  he's  had  30  executives 
leave  since  1970."  And  Heizer,  who 
tends  to  ramble  interminably  in  re- 
sponse to  the  simplest  questions,  can 
be  highly  opinionated  at  board  meet- 
ings even  though  he  claims  to  rely  on 
strong  chief  executives. 

With  his  current  problems,  it  isn't 
surprising  that  Heizer  doesn't  see 
more  startups  in  his  future.  Instead, 
he's  hot  on  decongiomeration,  which 
he  calls  "the  venture  capital  of  the 
early  Eighties."  When  it  went  public, 
Heizer  Corp.  acquired  a  $100  million 
credit  line,  and  Heizer  now  thinks  the 
best  way  to  deploy  those  funds  is  to 
buy  a  small  conglomerate.  "We  can 


get  something  at  one-third  to  one-half 
its  breakup  value,"  he  explains.  "Then 
we'll  take  each  division  and  recreate 
it  as.  a  public  company,  sell  it  to  some- 
one else  or  perhaps  keep  it.  Even  if 
that  takes  five  years,  we'll  probably 
double  our  investment." 


By  Ben  Weberman 

when  the  tenth  out-of-state  bank 
applied  for  a  Delaware  charter  Mar. 
16,  some  analysts  hailed  this  as  the 
first  real  move  into  interstate  com- 
mercial banking.  "Absolutely  wrong," 
says  Pierre  S.  du  Pont,  Governor  of 
Delaware.  "What  we  have  is  'invita- 
tional' banking,  not  'reciprocal'  bank- 
ing. The  out-of-state  banks  can't 
come  here  and  compete  with  Dela- 
ware banks.  They  can  organize  a 
Delaware  bank  that  permits  them  to 
avoid  usury  limitations  and  high  taxes 
in  their  home  states." 

In  short,  if  other  states  want  to  tax 
and  regulate  banks  to  death,  Delaware 
will  offer  them  a  haven.  There's  a 
price:  Each  bank  must  hire  at  least 
100  people  and  have  $25  million  of 
capital.  And  the  guest  banks  may  not 
solicit  business  in  Delaware. 

Banks  from  New  York,  Maryland 
and  Pennsylvania,  so  far,  have  applied 
for  or  received  charters  that  allow 
them  to  charge  consumers  interest 
that  is  as  high  as  the  market  will  bear. 
New  York  recently  lifted  its  consumer 
usury  ceiling,  but  still  limits  to  16% 
interest  rates  charged  on  demand 
loans — made  mostly  to  small  busi- 
nesses. But  Chase  and  Citibank  can 
charge  21%,  even  25%,  by  doing  the 
lending  in  any  states  through  their 
new  Delaware  banks.  In  Maryland  the 
usury  ceiling  ranges  from  18%  to 
22%,  depending  on  the  consumer 
credit;  the  three  largest  Maryland 


But  Heizer  forgets  one  thing:  Each 
of  his  little  spinoffs  will  need  good 
management.  If  his  record  of  helping 
run  his  now-struggling  new  ventures 
is  any  guide,  investors  may  be  skepti- 
cal of  his  chances  for  success  in  an  era 
of  decongiomeration.  ■ 


banks  are  in  the  process  of  setting  up 
Delaware  operations.  Banks  in  adjoin- 
ing Pennsylvania  are  doing  the  same. 

For  J. P.  Morgan  &  Co.  Inc.,  the  pur- 
pose is  tax  savings  as  well  as  business 
climate.  New  York  City  and  State  tax 
on  bank  operating  profits  is  about 
26% .  The  tax  on  banking  profits  gen- 
erated by  Delaware-chartered  banks 
ranges  from  8.7%  on  the  first  $20 
million  to  2.7%  on  earnings  of  $30 
million  or  more.  Thus,  a  bank  earning 
$50  million  would  pay  an  overall  rate 
of  5.7%.  A  bank  earning  $100  million 
would  pay  4.2  % . 

Morgan  is  moving  many  of  its  cash 
management  services  from  New  York 
to  Delaware.  Morgan  Bank  (Dela- 
ware), has  14  officers  and  about  70 
employees  (with  a  promise  to  raise 
the  total  to  100  within  a  year). 

Morgan  Bank  (Delaware)  will  try 
to  woo  a  large  dollar  amount  of 
loans  into  its  Delaware  operation. 
Its  Delaware  loan  portfolio  now  to- 
tals $200  million  and  should  reach 
$1  billion  by  early  1983.  Total  do- 
mestic loans  of  f.P  Morgan  &  Co. 
Inc.  are  close  to  $12  billion.  Says 
David  Wakefield,  president  of  the 
Morgan  Bank  (Delaware):  "By  doing 
it  here,  we  can  take  a  lot  more  to 
the  bottom  line.  Salaries,  rents 
and — most  importantly — taxes  are 
lower  here  than  in  New  York." 

New  York's  Chemical  Bank  plans 
to  move  some  of  its  banking  business 
to  Delaware,  too.  William  D.  Baird  Jr., 
president  of  Chemical  Bank  (Dela- 


A  tax  haven  for  boats,  Delaware  is  becom- 
ing a  tax  haven  for  banks.  And  why  not? 


Now,  that's 
hospitality 
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ware),  confirms  that  his  bank  "in- 
tends to  provide  a  broad  range  of  do- 
mestic and  international  banking  ser- 
vices to  corporations  and  financial 
institutions." 

But  Chemical  won't  be  looking  for 
Delaware  customers. 

"Our  Financial  Center  Develop- 
ment Act  was  designed  to  protect  lo- 
cal banks  from  the  big  neighbors  to 
the  north,  west  and  south.  This  is 
protectionism,  not  free  trade,"  Gover- 
nor du  Pont  says.  "Do  your  credit  card 
thing,  your  commercial  loans,  all 
across  the  country.  But  you  can't  ad- 
vertise and  you  can't  branch  in  Dela- 
ware. That's  to  protect  the  existing 
banking  organizations." 

These  banks  can  send  out  their  na- 
tional credit  card  bills  with  interest 
rates  having  no  ceiling.  Some  have 
made  arrangements  to  charge  as 
much  as  a  25%  annual  rate,  many  are 
at  21%  and  a  few  still  at  18%. 

The  invitation  to  apply  for  bank 
charters  is  not  confined  to  banks.  E.F. 
Hutton  &  Co.,  Inc.,  the  large  stock- 
broker, has  announced  its  intentions 
to  incorporate  in  Delaware  a  trust 
company  with  specialized  powers. 

"Do  your  credit  card  thing, 
your  commercial  loans,  all 
across  the  country.  But  you 
cant  advertise  or  branch  in 
Delaware.  That's  to  protect 
our  existing  banks." 

This  would  not  come  under  the  Finan- 
cial Center  Development  Act  but  fol- 
lows the  banking  expansion,  du  Pont 
says.  The  bank  trust  would  have  the 
power  to  handle  transactions  requir- 
ing a  fiduciary.  In  the  past,  banks  have 
usually  been  paid  to  do  this. 

What  Delaware  is  doing  for  banking 
is  what  it  has  done  for  boating.  Owners 
of  million-dollar  and  hundred-thou- 
sand-dollar yachts  have  purchased 
their  craft  through  Delaware  corpora- 
tions and,  in  the  process,  avoided  large 
sales  taxes  and  use  taxes  in  states  like 
New  York,  Connecticut,  Rhode  Island 
and  Florida.  The  other  states  have  final- 
ly started  to  crack  down  and  are  send- 
ing search  teams  to  marinas  to  find 
boats  on  which  local  taxes  have  never 
been  paid.  Large  assessments  follow. 

There  are  two  ways  to  look  at  this 
sort  of  thing:  You  can  get  mad  at 
Delaware  for  pirating  other  states'  tax 
revenues.  Or  you  can  blame  your  local 
politicians  who  regard  banks  and  oth- 
er businesses  as  convenient  milk 
cows  and  who  have  forgotten  the  old 
American  wisdom  that  the  power  to 
tax  is  the  power  to  destroy.  ■ 


"YOU  CAN  ALWAYS  TRUST 
THE  TASTE  OF  A  BOLLA" 


—  Franco  Boll 


"Why  do  so  many  people  prefer  the 
Bolla  family  of  great  wines? 

"Taste.  Not  just  exceptional  taste, 
but  exceptional  taste,  bottle  after  bottle. 
So  whether  you  choose  the  full'flavored 
Valpolicelk,  the  mellow  Bardolino,  the 
crisp,  refreshing  Soave  or  the  light,  dry 
Trebbiano,  you  won't  be  disappointed. 
No  matter  how  many  times  you  choose  it.  After  all,  when 
you're  a  Bolla,  you  don't  let  your  friends  down!" 

FROM  THE  BOLLA  FAMILY  OF  GREAT  WINES. 

IMPORTED  BY  THE  JOS.  GARNEAU  CO.,  N  Y,  N  Y 
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With  everyone  worried  about  crime,  guard 
services  ought  to  be  making  out  like  ban- 
dits. Surprise:  They're  not. 

Caught 
flat-footed 


By  John  R.  Dorfman 


An  electronic  perimeter-control  device 


Forget  fingerprints — this  measures  hand  geometry 

From  such  gadgets  does  the  guard  business  get  its  glamour. 


A few  years  back,  executives  at 
Bums  International  Security 
l  Services,  Inc.  decided  to  install 
a  sophisticated  electronic  security 
system  at  their  corporate  headquar- 
ters on  a  wooded  site  in  Briarcliff 
Manor,  N.Y.  Into  the  ground  went 
geodesic  sensors  to  pick  up  the  vibra- 
tions from  the  footsteps  of  any  intrud- 
er. But  technology  has  its  problems. 

"The  thing  was  always  being  set  off 
by  kids  in  the  neighborhood,"  recalls 
John  Goldsborough,  Burns'  executive 
vice  president.  "Dogs,  deer  and  even 
pheasants  would  set  it  off."  After  about 
a  week,  the  sensors  were  removed. 

Burns'  headquarters  are  still  well- 
protected,  by  a  different  electronic 
system  as  well  as  by  guards.  This  inci- 
dent, however,  is  emblematic  of  the 
problems  that  have  plagued  the  big 
guard  companies.  Events  haven't  gone 
quite  as  planned. 

Security-guard  service  is  a  $3.3  bil- 
lion-a-year  industry,  but  the  compa- 
nies aren't  huge.  The  leader  is  Pinker- 
ton's,  Inc.,  based  in  Manhattan,  with 
revenues  of  around  $300  million. 
Burns  is  second  with  revenues  around 
$250  million,  and  Wackenhut  Corp., 
based  in  Coral  Gables,  Fla.,  is  third 
with  about  $200  million. 

Growth  rates?  Considering  that 
crime  may  rank  third  behind  money 
and  sex  as  a  subject  of  public  concern, 
they  are  slow  indeed.  Over  the  past 
five  years,  none  of  the  three  guard 
companies  has  been  growing  faster 
than  10%  a  year  in  earnings  or  11%  a 
year  in  sales.  As  Goldsborough  ad- 
mits, "Our  revenue  rates  have  been 
keeping  pace  with  inflation  rather 
than  there  being  any  quantum  jump." 

To  a  large  extent,  that's  because  the 
major  guard  companies  are  easy  tar- 
gets for  local  competitors.  "Barriers  to 
entry  are  minimal,"  says  Goldsbor- 
ough. "It  requires  virtually  no  capital, 
and  regulatory  restrictions  in  the  area 
of  licensing  are  minimal — for  exam- 
ple, guards  can't  be  ex-felons." 

Robert  Gordon,  Burns'  other  execu- 
tive vice  president,  carries  the  point  a 
step  further.  "There  are  about  10,000 
firms  in  this  industry,"  he  says.  "It 
boggles  the  mind,  doesn't  it:  If  you 
look  at  almost  any  other  industry — 
brewing,  food  processing,  whatever — 
you  see  that  there  has  been  a  process 
of  concentration.  We  are  confident 
that  this  industry  will  see  that." 

But  the  reverse  of  concentration  is 
what  has  been  happening.  "Thirty 
years  ago,"  recalls  Eugene  Fey,  presi- 
dent of  Pinkerton's,  "Bums  and  Pin- 
kerton's  were  in  the  business  and 
maybe  a  few  local  companies.  Now 
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to  the  Orient 


FROM  MOST  CITIES  IN 
AMERICA^  OUR  WAY  IS 
THE  FAStEST  WAY  TO 

THE  ORIENT  Because  we  fly 
nonstop  to  Tokyo  from  more  cities  across 
the  country  than  any  other  airline.  So 
wherever  you  live,  you're  never  far  from 
one  of  our  Orient  gateways.  And  if  your 
home  is  one  of  the  46  cities  we  serve 
throughout  the  U.S.,  you  can  enjoy  same- 
airline  service  all  the  way. 

NONSTOP  IS  OUR  WAY. 

We  fly  43  nonstops  a  week  to  the  Orient. 
Chicago  to  Tokyo. 
Seattle/Tacoma  to  Tokyo. 
Seattle/Tacoma  to  Seoul. 
Los  Angeles  to  Tokyo. 
Honolulu  to  Tokyo. 
Honolulu  to  Osaka. 
New  York  to  Tokyo,  starting  June  10. 
Our  service  doesn't  stop  at  Tokyo.  Within 
the  Orient  we  can  fly  you  nonstop  from 
Tokyo  to  Osaka,  Seoul,  Okinawa,  Guam, 
Taipei,  Manila  and  Hong  Kong. 

COMFORT  IS  OUR  WAY. 

In  our  spacious  widecabin  74  7s, 
every  First  Class  seat  is  a 
fully  reclining  sleeper. 


Executive  Class  offers  separate,  preferred 
seating,  complimentary  cocktails,  movies 
and  more.  Plus  Regal  Imperial  Service 
throughout,  a  gracious  blend  of  American 
and  Oriental  cuisines  and  hospitality.  And 
an  Oriental  interpreter  is  on  board  most 
flights. 

Thirty-five  years  of  experience  across  the 
Pacific,  on  the  airline  named  for  the  Orient. 

That's  our  way. 

For  reservations,  call  a  travel  agent  or 
Northwest  Orient. 


NORTHWEST  ORIENT 

■  THE  WORLD  IS  GOING  OUR  WAY. 


wm 


INTRODUCING  METROMATIC. 
AN  APPEALING  EMPLOYEE  BENEFIT 
THAT  BENEFITS  2  WAYS. 

1.YOUR  EMPLOYEES  GET  PERMANENT  LIFE  INSURANCE  ATA  DISCOUNT. 

2.  YOU  PAY  NO  PREMIUM  COST. 


Metromatic  is  an  exciting  innova- 
tion from  Metropolitan  that  lets  you 
offer  your  people  something  extra  which 
they  will  really  appreciate-something 
beyond  their  group  term  insurance. 

Now  you  can  give  your  employees 
the  opportunity  to  acquire  Metropolitan 
whole  life  (permanent)  insurance  for 
themselves,  their  spouses  and  children, 
at  a  lower  premium  than  they  would  pay 
if  they  were  buying  it  independently. 
And  they  can  keep  this  insurance  at  the 
same  discounted  premium,  for  as  long 
as  they  live.  (Incidentally,  it  will 
continue  to  build  cash  surrender 
value  as  long  as  premiums  are 
being  paid.) 

Although  you  are  offering 
this  benefit,  you  do  not 
contribute  to  the  cost  of 


the  insurance  at  all.  The  modest  pre- 
miums are  paid  solely  by  the  employee. 

The  plan  is  neither  difficult  nor 
complicated  to  administer. 

With  your  cooperation,  Metropolitan 
will  do  most  all  the  work.  We  will 
provide  the  staff  necessary  to  enroll 
your  employees  at  your  company  and 
handle  all  the  details  in  preparing  the 
policies.  We  only  ask  that  you  arrange 
to  have  the  premiums  automatically 
deducted  from  your  payroll.  There  is  no 
limit  to  the  number  of  employees  who 
can  be  enrolled  and  it  is  available  to 
companies  large  and  small. 

For  further  information,  please 
address  your  inquiry  to  Jim  Rollero, 
Metromatic  Unit,  Metropolitan  Life 
Insurance  Company,  One  Madison 
Avenue,  New  York,  New  York  10010. 


5  <  Metropolitan 

IimbI   Insurance  I  Companies 


METROPOLITAN  REALLY  STANDS  BY  Y00. 

Life/Health/ Auto/  Home/ Retirement 


©  1982  Motrop  ilitan  Life  Insurance  Co.,  New  York,  N.Y. 


Surveilling  the  guard  industry 


At  a  time  when  pilferage  and  crime  rates  are  soaring, 
sales  and  earnings  growth  are  surprisingly  slow. 


Company 

1981 

revenues  earnings 
 [millions)  

 5 

sales 
growth 

year  averages- 
EPS 
growth 

return  on 
equity 

Pinkerton's 

$298  $13 

9.4% 

10.00% 

21.5% 

Burns  International 

257  4 

6.2 

5.81 

11.9 

Wackenhut 

208  5 

11.0 

9.80 

16.3 

there  are  a  number  of  regional  compa- 
nies, plus  Wackenhut,  plus  thousands 
of  local  operations.  A  lot  of  people 
have  gained  some  expertise  working 
for  a  police  department,  and  they 
hang  out  their  shingle." 

George  Wackenhut,  founder  and 
chairman  of  Wackenhut  Corp.,  points 
to  another  factor  that  has  limited 
growth:  rising  prices.  "In  some  in- 
stances the  customers  have  thought 
it's  cheaper  to  let  people  steal  from 
them  than  to  have  guards,"  he  ex- 
plains. The  reason  for  recent  price  es- 
calation is  that  many  private  guards 
are  paid  at  minimum-wage  levels — 
though  big  companies  say  that  most 
of  their  employees  make  more.  Con- 
gress raised  legal  wage  floors  four 
times  between  1978  and  1981,  and 
labor  costs  for  guards  rose  according- 
ly. Also,  to  the  dismay  of  the  larger 
guard  companies,  many  security-ser- 
vice buying  decisions  are  made  by 
purchasing  agents — men  who  are  used 
to  buying  strictly  on  costs. 

The  major  guard  firms,  of  course, 
claim  to  screen  their  employees  better 
than  the  mom-and-pops  do  and  to 
train  them  better.  The  firms  also  ei- 
ther sell  or  recommend  electronic  se- 
curity devices  to  supplement  the 
guards.  Therefore,  they  argue,  it's  pen- 
ny-wise and  pound-foolish  for  a  cus- 
tomer to  opt  for  the  cheapest  guard 
service  available.  But  apparently  the 
marketplace  isn't  persuaded.  Pinker- 
ton's,  Bums  and  Wackenhut  had 
about  39%  of  the  guard-service  mar- 
ket in  1972;  today  they  have  only 
about  23%.  "When  people  buy  guard 
service  from  us,  they  get  personalized 
service.  They  deal  directly  with  our 
executives,  not  with  a  dispatcher," 
says  Richard  Paladino,  vice  president 
of  Vanguard  Investigation  Service 
Inc.,  a  small  New     ;  k  City  firm. 

Of  the  industry  le  :rs,  Pinkerton's 
is  by  far  the  most  pi  hie — as  well 
as  the  oldest  and  largv  is  return  on 
equity  has  been  well  20%  re- 

cently, impressive  fo:  company 
with  no  long-term  debt  <er- 
ton  family  owns  all  of  5  A 

(voting)  stock,  while  Wa  fett, 
through  his  Blue  Chip  St.  <iwns 
about  a  third  of  the  nonvoi  s. 


In  recent  years  the  company  has  been 
buying  its  own  stock,  which  has  more 
than  doubled  in  price  since  1978. 

President  Fey,  who  worked  his  way 
up  in  the  company  from  private  inves- 
tigator, attributes  much  of  Pinker- 
ton's success  to  its  refusal  to  venture 
into  unfamiliar  territory.  Its  competi- 
tors, he  says,  "tried  to  diversify  into 
some  fields  that  they've  had  problems 
with."  He's  talking  about  the  central- 
station  business  (electronic  alarms 
trigger  a  response  from  off-premises 
security  officers),  in  which  both 
Wackenhut  and  Burns  lost  money  be- 
fore selling  their  operations,  and  ener- 


.4  Pinkerton's  guard  makes  his  rounds 
The  old  reliable. 

gy  management  systems,  in  which 
Burns  has  taken  a  bath. 

Bums  has  fared  worst  of  the  big 
three.  Earnings  have  tumbled  from  a 
1979  peak  near  $8  million  to  an  esti- 
mated $4  million  in  1981.  In  1979  its 
former  chairman,  George  King,  boldly 
predicted  that  his  company  would 
lead  the  industry  within  five  years  or 
he  would  be  out.  King  was  right;  he 
was  replaced  in  1981  by  James  Cro- 
nin,  and  earlier  this  year  a  three-per- 
son office  of  the  presidency  was  cre- 
ated, comprising  Cronin,  Goldsbor- 
ough  and  Gordon.  The  current  sharing 
of  responsibility  certainly  appears  to 
be  harmonious.  Asked  a  question, 


Goldsborough  in  reply  turned  to  Gor- 
don: "Do  you  want  to  go  first  or  do 
you  want  me  to?" 

Today  the  strategy  at  Bums  is  to  go 
after  the  business  of  large  national  and 
international  firms.  The  company 
emphasizes  a  blend  of  guards  and 
technology,  going  so  far  as  to  sell  a 
perimeter-control  device  made  by  a 
Wackenhut  subsidiary.  Does  it  make 
Burns  executives  bite  their  lips  to 
market  a  competitor's  product? 
"Yes,"  says  Gordon,  "but  we're  going 
to  provide  what  the  customer  needs." 

Of  the  three,  Wackenhut  is  the 
company  best  positioned  to  meet 
those  needs  electronically.  It  owns 
Stellar  Systems,  Inc.,  a  leading  maker 
of  perimeter-control  devices.  Stellar 
also  makes  such  esoteric  access-con- 
trol systems  as  devices  that  check  a 
person's  identity  by  hand  geometry. 
This  gee-whiz  end  of  the  security 
business  is  growing  fast  today,  and — 
potentially  at  least — it  has  higher 
margins  than  conventional  guard  ser- 
vice. But  this,  too,  is  highly  competi- 
tive: Wackenhut  goes  up  against 
American  District  Telegraph  Co.  and 
others.  What's  more,  electronic  de- 
vices don't  always  mean  profits.  Just 
ask  folks  who  make  smoke  detectors. 

Still,  Wackenhut,  which  is  only  27 
years  old,  has  made  impressive  in- 
roads. Founder  George  Wackenhut,  a 
former  special  agent  of  the  FBI,  who 
now  owns  stock  worth  more  than  $30 
million,  also  seems  eager  to  venture 
into  unusual  markets.  He  thinks,  for 
example,  that  government  cutbacks 
may  make  municipal  services  a  major 
growth  opportunity  in  the  Eighties. 
Wackenhut  already  provides  fire  and 
ambulance  service  in  Hall  County, 
Ga.  and  expects  to  do  the  same  else- 
where. If  unions  approve,  the  com- 
pany can  provide  cheaper  manpower 
to  help  local  police  handle  menial  jobs 
like  accident  investigation  and  ani- 
mal control.  Another  Wackenhut  in- 
novation is  a  "support"  service  for 
strike-bound  executives  doing  double 
duty  as  white-  and  blue-collar  work- 
ers. To  keep  their  spirits  up,  the  com- 
pany provides  not  only  security  but 
also  gourmet  meals,  from  lobster  to 
roast  beef. 

All  this  is  worlds  away  from  the 
image  of  an  ex-cop  walking  around  a 
factory.  And,  unfortunately  for  Pin- 
kerton's, Burns  and  Wackenhut,  that 
has  been — and  still  is — the  backbone 
of  their  industry.  Unless  they  can  con- 
vince the  average  businessman  that 
it's  worth  hiring  a  well-known  firm  to 
provide  protection,  the  big  names  in 
security  will  probably  continue  their 
plodding  growth  regardless  of  how 
high  the  crime  rate  soars.  ■ 
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TAKE  UP 
LIVELY  NEW  SPORT 


82  GRAND  PRIX  U 

eat  news,  sports  fans.  Grand 
k's  newly  available  4-barrel 
b  is  ready  to  make  driving 
i  again! 

Our  '82  LJ  is  sleek.  Slippery, 
d  just  slightly  sensational, 
th  available  reclining  bucket 
3ts  and  floor-mounted  gear- 
ft.  And  a  dazzling  instrument 
nel  that  will  constantly  con- 
ce  you  that  you're  in  the 
ht  place  at  the  right  time. 
Now  go  on  and  find  some 
)hway.  And  feel  the  way  LJ 


tames  those  turns.  Its  standard 
power  steering  and  brakes 
and  full  coil  suspension  help 
make  driving  easier.  And 
exciting.  With  either  the  stand- 
ard V-6,  or  even  more  efficieni 
available  V-8  diesel* 

*V-8  diesel  mileage:  34  HWY.  EST.,  @  EPA 
EST.  MPG.  Use  the  estimated  mpg  for  com- 
parison. Your  mileage  may  differ  depending 
on  speed,  distance,  weather.  Actual  highwa' 
mileage  lower.  Requires  air  conditioning.  Som 

Pontiacs  are  equipped  with  engines  .  ; 

produced  by  other  GM  divisions,  OKA 
subsidiaries,  or  affiliated  companies  UlVl 
worldwide.  See  your  dealer  for 

details.  ■  man  k  of  t  xc  i  1 1  e  h 


ONTI AC  W  NOW  THE  EXCITEMENT  BEGINS 


Citicorp  Center  in  New  York, 
symbol  of  Citibank's 
worldwide  leadership. 


If  you're  aWestern  company  with  growing  financial  needs, 
there's  a  Citi  at  your  front  door. 


There's  a,  Citi  at  your  front  door 
doing  business  here  in  the  West. 

A  Citi  that's  ready  to  work  with 
your  local  banks  to  help  you  expand 
across  the  country  or  around  the 
world.  With  teams  of  Citibankers  who 
live  and  work  in  Western  business 
centers.  So  they  can  deliver  money 
center  services  and  expertise  right  to 
your  office. 

Including  an  electronic  banking 
capability  that  can  make  a  big  differ- 
ence in  your  back  office  today. 
If  you're  local  going  national. 

The  Citi  at  your  front  door  has 
more  ways  to  help  you  borrow  money 
for  expansion.  Or  keep  your  business 
moving  through  its  cycle. 


If  you  want  to  do  more  nationally. 

The  Citi's  wide  range  of  electronic 
banking  services  can  help  you 
manage  your  cash  flow  and  give  you  an 
up-to-the-minute  status  report. 
If  you  want  to  expand  overseas. 

The  Citi  can  link  you  with  a  finan- 
cial service  network  that  circles  the 
entire  globe.  And  we  can  advise  you 
concerning  local  customs  as  well  as 
government  and  trade  regulations. 

If  you're  already  overseas. 

The  Citi  at  your  front  door  can 
provide  letters  of  credit,  foreign 
exchange  and  any  other  overseas 
transaction. 

A  local  team,  not  a  phone  number. 

The  local  Citi  is  a  team  of  financial 


experts,  headed  by  senior  Citibankers 
who  can  make  loan  decisions  and 
give  you  answers  on  the  spot. 

The  Citi  at  your  front  door. 
Faster,  more  efficient  service  for 
Western  companies— because  we  live 
and  work  where  you  do  business.  Our 
local  Citibankers  understand  the 
distinctive  character  of  Western 
business.  And  are  sensitive  to  your 
company's  needs. 

©1981  Citibank.  N.A.  Member  FDIC 
There's  a  Citi  at  your  front  door  in: 

San  Francisco  (4151954-1033  Denver  (3031 595-0900 
Los  Angeles     (213)745-3585    Seattle  (206)382-6200 

CITIBANKOCITICORP 

The  Citi  at  your  front  door. 


A  lot  of  people  think  Saudi  Arabia's  massive  development  pro- 
gram is  a  costly  joke,  but  the  world's  chemical  industry  takes  the 
complex  growing  in  the  desert  seriously  indeed. 


Move  over! 


By  Yassin  El  Ayouty 
and  Jerry  Flint 

W.  HATEVER  THE 
current  price 
weakness  in  oil 
may  do  to  other  OPEC  na- 
tions, it  is  unlikely  to  put 
much  of  a  crimp  in  Saudi 
Arabia's  ambitious  devel- 
opment plans. 

To  a  good  many  foreign 
observers,  Saudi  industri- 
alization is  a  costly  joke — 
a  recipe  for  pouring  tens  of 
billions  of  dollars  into  a 
bottomless  pit.  But  these 
critics  are  missing  some- 
thing. They  are  measuring 
in  purely  economic  terms 
a  phenomenon  whose 
roots  go  much,  much 
deeper. 

To  understand  why 
Saudi  Arabia  is  pushing  to 
build  vast  industrial  com- 
plexes on  the  base  of  its 
energy  riches,  Americans 
should  ponder  the  lines  of 
Mahmoud  Sami  El-Bar- 
oudi,  a  19th-century  Egyp- 
tian poet  who  spent  his 
life  in  exile. 

Do  not  think  for  a  moment 
That  wealth  is  of  value 
Unless  it  has  been 
Of  value  to  the  roots  of  the 

community 
For  wealth  may  be  plentiful 
But  greatness  is  missing. 
Saudi  Arabia  has  wealth  in  abun- 
dance. With  $100  billion  a  year  from 
oil  sales  flooding  into  a  land  of  relative- 
ly few  people — the  population,  lacking 
a  census,  is  estimated  at  about  4.3 
million  excluding  foreign  workers — 
the  Saudis  are  rich  in  legendary  terms, 
Croesus-rich,    Midas-rich.  "Great- 


ness" and  "roots"  are  the  problems. 

After  taking  care  of  all  conceivable 
domestic  needs  in  the  kingdom 
through  a  budget  of  $70  billion,  the 
Saudis  had  a  surplus  last  year  of  $45 
billion,  which,  invested  in  the  world's 
money  markets,  earned  an  estimated 
$5.5  billion.  Theoretically,  the  Saudis 
could  go  on  earning  money  like  that 
for  100  years — because  their  true  oil 
reserves  are  enormous. 

Using  only  a  portion  of  the  wealth, 
Saudi  Arabia  is  launched  on  a  develop- 
ment that  will  harness  the  natural  gas 
that  now  is  flared,  throw  up  eight  huge 


chemical  plants  as  well  as 
steel  mills.  It  is  building 
new  cities  and  ports,  desal- 
inating water  and  making 
the  desert  bloom  at  a  cost 
well  past  $100  billion.  But, 
when  all  is  completed,  the 
cash  earnings  from  these 
projects  will  be  only  a  pim- 
ple on  the  sums  they  willbe 
taking  in  from  oil.  Why  are 
they  doing  it?  Greatness 
and  roots,  in  the  poet's 
terms. 

Saudi  Minister  of  Indus- 
try and  Electricity  Ghazi 
Algosaibi  concedes:  "The 
Saudi  model  defies  the 
conventional  wisdom  of_ 
development."  Seated  in 
his  Riyadh  office,  with  the 
sounds  of  construction 
work  seeping  faintly  from 
the  streets  below,  he  says 
poetically,  "Saudi  develop- 
ment is  a  child  from  the 
cradle  of  Saudi  mores,  cus- 
toms and  traditions." 
Then,  more  directly,  he 
adds,  "We  want  to  add  val- 
ue to  our  natural  resources 
and  provide  an  opportuni- 
ty for  the  skills  and  poten- 
tialities of  our  people  to  be  applied  to 
the  maximum." 

By  "our  people"  Algosaibi  means 
the  Saudi  Arabs  who,  fired  by  the 
Islamic  fundamentalism  of  an  18th- 
century  reformer  named  Muhammad 
ibn  Abdul  Wahhab  and  led  by  the  man 
the  West  knows  as  King  Abdul-Aziz 
ibn  Saud,  united  a  vast  expanse  of  the 
Arabian  peninsula  under  one  flag  a 
little  more  than  half  a  century  ago. 
The  country  is  ruled  today  by  the  Roy- 
al House  of  Saud,  the  descendants  of 
Abdul-Aziz.  It  is  a  monarchy  that  was 
threatened  in  the  1960s  by  Egypt's 
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The  dream  in  living  color 


The  flow  chart's  precise  completion  stages  ate  more  its  own  pace — with  foreign  partners.  To  American 
a  statement  of  intent  for  the  eight  chemical  plants  impatience  with  delay,  the  rulers  of  the  desert  king- 
and  two  steel  mills  that  Saudi  Arabia  is  building — at        dom  respond:  "That  attitude  is  your  problem." 


1976 


1977 


1978 


1979 


1980 


1981 


Saudi  Petrochemical  Co.  products:  ethylene,  ethylene  dichloride,  styrene,  ethanol,  caustic  soda;  partner:  Shell  (U.S.);  estimated  cost:  $3  billion. 


Al  Jubail  Petrochemical  Co.  product:  LDPE';  partner:  Exxon  (U.S.);  estimated  cost:  $1.3  billion. 


0 


Saudi  Yanbu  Petrochemical  Co.  products:  ethylene,  LDPE,  HDPE2,  ethylene  glycol;  partner:  Mobil  |U.S.);  estimated  cost:  $2  billion. 

1    _  a  ~ 


Saudi  Methanol  Co.  product:  chemical-grade  methanol;  partners:  Mitsubishi  consortium  (Japan);  estimated  cost:  $300  million. 


J  )l 


Arabian  Petrochemical  Co.  products:  ethylene,  LDPE,  HDPE;  partner:  Dow  (U.S.)j  estimated  cost:  $1.5  billi 


Eastern  Petrochemical  Co.  products:  LDPE,  ethylene  glycol;  partners:  Mitsubishi  consortium  (Japanj;  estimated  cost:  $1.7  bilhc 

I  I  >  1 


'   Al  JrUbaiLPertilizer  Co.  product:  urea;  partner:  Taiwan  Fertilizer  Co  (Taiwan);  estimated  cost:  $400  million. 


Saudi  Iron  &  Steel  Co.  products:  rods  and  bars;  partner:  Korf  Stahl  Co.  (West  Germany);  estimated  cost:  $210  million* 


Jeddah  Steel  Rolling  Mill  products:  rods  and  bars;  partner:  Korf  Stahl  Co.  (West  Germany);  estimated  cost:  $225 ^nlhon. 


1  > 


National  Methanol  Co.  product:  chemical-grade  methanol;  partners:  Celanese,  Texas  Eastern  (U.S.);  estimated  cost:  $500  million 

TV 


'Low-density  polyethylene.    'High-density  polyethylene. 


Arabian  Sea 


Some  facts  and  figures 


Area:  873,000  square  miles 

(about  the  size  of  the  U.S.  east  of  the  Mississippi) 

Population:  4.3  million1 

Life  expectancy  at  birth:  45 

|U.S.,  741 

Literacy:  45% 

(U.S.,  99.5% | 

GDP  (1980/81):  $125.1  billion 

(U.S.,  $2,576.5  billion— 1980) 

GDP  per  capita:  $14,250 

(U.S.,  $11,375) 

Oil  reserves:  173  billion  barrels2 


'There  is  no  Saudi  census.  This  estimate  is  made  by 
the  Georgetown  Center  for  Strategic  and  Interna- 
tional Studies.  In  addition,  there  are  an  estimated 
2. 1  million  non-Saudi  workers  in  the  country.  The 
Saudi  embassy  estimates  the  total  population  at  8.2 
million.  KJil  Minister  Yamani  has  been  quoted  as 
saying  the  Kingdom  had  "a  great  potential  for  new 
oil  discoveries,  which  could  double  its  oil  reserves. " 


Source:  Saudi  Basic  Industrie* 


Interim  agreement 
feasibility      1)  Feasibility  Study 
■dies              2)  Preliminary  engineering  study 

1)  Evaluation  of  feasibility 

2)  Negotiation  of  joint  venture 

3)  Detailed  engineering 

Detailed 
engineering  and 
construction 

I            1983  ! 

1984 

1985 
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socialist  leader,  Gamal  Abdel  Nasser, 
and  that  could  be  threatened  today  by 
the  very  forces  of  modernism  un- 
leashed by  oil  wealth  and  contact 
with  the  West.  The  royal  rulers,  in 
pushing  industrialization,  are  taking  a 
calculated  risk  that  an  educated  but 
busy  population  will  be  more  stable 
than  one  kept  backward. 

The  world  scarcely  gives  them  cred- 
it for  the  decision.  The  Saudis'  great 
wealth  has  earned  the  envy  of  their 
neighbors — fellow  Arabs  regard  them 
as  coarse  hillbillies — and  a  mixture  of 
enmity  and  fear  from  the  industrial- 
ized world  that  is  so  dependent  on 
their  oil.  What  they  do  not  have  is 
respect  among  the  nations  of  the 
world,  which  tend  to  regard  Saudi 
Arabia  not  as  a  nation  in  the  way  of 
Egypt  or  even  Israel,  but  as  a  wealthy 
tribe  worth  courting  only  for  its  gold. 
And  the  Saudis  feel  that. 

They  are  out  to  prove  with  their 
industrialization  that  they  have 
worth  beyond  oil,  that  they  are  capa- 
ble of  development,  of  becoming  a 
modem  nation.  It  is  a  powerful  im- 
pulse, and  its  implications  for  the  in- 
dustrial world  will  be  profound. 

The  Saudis  say  publicly  they  aim  to 
capture  5%  of  the  world's  chemical 
market  by  the  last  half  of  this  decade, 
and  say,  privately,  maybe  15%  by  the 
end  of  the  next  decade.  In  terms  of 
population,  that  would  make  them  a 
major  industrial  power.  Quite  an  am- 
bition! To  do  that  they  are  luring 
some  of  the  world's  largest  oil  and 
chemical  companies  to  build  plants  at 
two  new  cities — Jubail  on  the  Persian 
Gulf  coast  and  Yanbu  on  the  Red  Sea. 

Shell  Oil,  for  example,  gets  a  1 -bil- 
lion-barrel entitlement  over  19  years 
for  its  role  in  a  $3  billion  complex  to 
produce  ethylene,  chlorine,  caustic 
soda,  ethylene  dichloride,  ethylben- 
zene,  styrene  and  ethanol.  Dow 
Chemical  gets  an  entitlement  of 
90,000  to  100,000  barrels  a  day  for  its 
$1.5  billion  complex — the  Saudis  put 
up  most  of  the  money — producing 
more  of  the  world's  basic  petrochemi- 
cals. President  Frank  Popoff  of  Dow 
Chemical  (Europe)  says  the  oil  is  wel- 
come but  he  is  more  interested  in  the 
natural  gas — from  the  country's  $20 
billion  gas-gathering  project — that  the 
Saudis  are  going  to  offer  at  a  world- 
beating  low  price. 

So  far,  the  Saudis  are  bringing  in  as 
partners  on  their  chemical  projects 
Shell,  Dow,  Exxon,  Mobil,  Celanese, 
Texas  Eastern,  Mitsubishi  and  its  Jap- 
anese partners  and  the  Taiwan  Fertil- 
izer Co.  And  they  are  alreadv  talking 
of  bringing  in  other  companies  to 
move  from  basic  to  more  sophisti- 
cated chemical  products. 
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The  implications  are  global.  To  con- 
sumers, from  the  supermarket  shop- 
per stuffing  apples  into  a  plastic  bag  to 
industrial  buyers,  it  may  mean  a  per- 
manent supply  of  low-priced  plastics. 
"You  can  make  ethylene  to  sell  at  14 
cents  a  pound  and  still  show  profit," 
says  Ken  Hern,  the  Riyadh-based 
president  of  Texaco  Saudi  Arabia. 
Ethylene,  heart  of  the  industry,  poly- 
ed  into  everything  from  Baggies  to 
lipstick,  is  going  for  an  unprofitable 
20  to  25  cents  a  pound  in  the  U.S.,  the 
world's  most  efficient  producer. 

"We're  not  talking  about  5%  to 
10%  of  the  world  chemical  market. 
We're  talking  about  shifting  the  cen- 
ter, the  geographical  center  of  the 
chemical  industry,"  says  Anantha 
K.S.  Raman,  First  Boston  Corp.'s 
chemical  expert.  Some  of  the  gains 
will  come  from  the  hides  of  older  in- 
dustrial nations.  The  closings  are  un- 
der way  now.  Exxon  is  closing  down 
900  million  pounds  of  ethylene  capac- 
ity in  Louisiana,-  Cities  Service  gave 
up  on  its  plastics  business  and  is  tak- 
ing a  $290  million  writeoff.  "Gulf 
wants  to  sell  off  its  petrochemical  op- 
erations and  can't  find  a  buyer,"  says 
a  chemical  industry  trade  association 
official.  In  Europe  it  is  probably  worse. 

"There  are  closings  that  will  not  be 
announced  for  social  or  political  rea- 
sons," says  Popoff  of  Dow.  Plants  that 
are  said  to  be  down  temporarily, 
won't  reopen.  "Capacity's  shrinking. 
They  say  there's  15  million  tons  of 
ethylene  capacity  in  Western  Europe. 
The  real  figure  is  closer  to  1 1  million 
tons.  Two  million  is  shut  down,-  an- 
other 1  million  to  1.5  million  is  down 
conditionally,"  Popoff  estimates. 

Saudi  expansion  comes  at  a  time 
when  there  is  existing  overcapacity  in 
world  petrochemicals,  where  long- 
term  growth  rates  have  slowed  to  3%  a 
year.  With  both  Canada  and  Mexico 
also  building  major  petrochemical  in- 
dustries on  a  base  of  low-priced  gas, 
where  will  the  Saudi  petrochemicals — 
the  major  production  of  which  isn't 
expected  to  start  until  1985 — be  sold? 

U.S.  companies  building  in  Saudi 
Arabia  usually  say  they  will  sell  in  the 
Middle  East  or  Africa  or  along  the 
Pacific  rim.  Not  everybody  believes 
that.  The  Saudis  themselves  have  pre- 
dicted that  a  fifth  of  their  output  will 
end  up  in  the  U.S.;  Europeans  figure 
their  industry  is  the  natural  target, 
higher  in  cost  than  U.S.  production 
since  it  is  based  on  oil,  not  gas.  But  U.S. 
chemical  exports — at  $21  billion  last 
year,  the  nation's  second-largest  export 
aftergrain — will  also  suffer.  Tim  Tarril- 
lion,  analyst  at  the  Pace  Company 
Consultants  &  Engineers  of  Houston, 
predicts  that  exports  of  nine  major 


ethylenederivatives  will  collapse,  from 
5.7  billion  net  pounds  in  1980  to  425 
million  pounds  in  1990. 

Is  such  gloom  warranted?  In 
Riyadh,  Deputy  Minister  of  Com- 
merce Abdul-Rahman  Alzamil,  a  key 
figure  in  the  industrialization  drive, 
speaks  softly  but  firmly:  "In  some 
cases  [Saudi]  partners  will  close  their 
own  obsolete  plants.  This  is  a  factor 
that  must  be  faced  by  the  chemical 
industry  in  Japan  and  the  U.S. — that 
the  time  for  high  growth  rates  in  the 
chemical  industry  has  passed." 

In  a  statement  printed  in  the  Ara- 
bic-language press,  Alzamil 's  brother, 
Abdul-Aziz  Alzamil,  deputy  chairman 
of  the  government  development  com- 
pany SABIC,  was  more  specific: 

"Marketing  channels,"  he  is  report- 
ed to  have  said,  "are  in  the  hands  of 
Exxon,  Mobil  and  Dow.  Our  produc- 
tion will  go  to  the  same  markets 
through  forcing  them  to  buy  a  produc- 


"These  five-year  plans  are  a 
wish  list.  They  put  down 
hundreds  of  items  with  less 
than  a  dozen  actually  going 
through.  We  say  they  dont 
mean  what  they  say;  they 
say  that  attitude  is  our 
problem,  not  theirs." 


tion  ratio  sufficient  to  keep  our  new 
plants  going."  How  much  is  that  ratio? 
"Not  less  than  75%  of  our  production." 

The  Saudi  vision  is  clear:  Their  con- 
cern is  not  the  state  of  world  markets 
nor  the  profits  of  participants  in  them 
but  the  development  of  their  country 
through  the  comparative  advantage  of 
their  raw  materials.  To  distribute 
their  chemicals  the  Saudis  have  en- 
gaged the  major  companies'  sophisti- 
cated marketing  networks  by  offering 
access  to  some  of  the  lowest-priced 
gas — the  raw  material  of  the  petro- 
chemical industry — in  the  world.  The 
companies  with  access  to  that  low- 
priced  raw  material — 86%  of  the 
manufacturing  cost  of  petrochemi- 
cals— will  gain  a  competitive  edge. 

A  big  payoff  for  Exxon  and  Mobil, 
Dow  and  Shell?  Probably  not,  but  a 
heck  of  an  insurance  policy  if  oil  is 
ever  in  short  supply  again.  "Under  the 
worst  of  times,  it  is  good  to  have 
some  Saudi  light  in  your  armory," 
says  Popoff  of  Dow.  And  in  the  terms 
on  which  the  projects  are  organized 
there  doesn't  seem  to  be  much  risk, 
either.  Here  is  how  it  works.  A  major 
firm  or  consortium  is  half-owner  with 
the  kingdom  through  the  Saudi  Basic 
Industries  Corp.  SABIC  was  set  up  by 
the  government  to  develop  natural  re- 


sources, convert  them  to  industrial 
products  and — here's  the  real  key — to 
develop  Saudi  manpower.  Each  part- 
ner puts  up  a  15%  equity  investment. 
Then  60%  of  the  remainder  comes 
from  cheap  Saudi  loans — 3%  to  6%, 
with  the  rate  climbing  if  the  project 
earns  good  profits.  The  remainder 
comes  from  commercial  loans. 

The  Saudis  sell  the  participants  gas 
at  the  equivalent  of  50  cents  per  1,000 
cubic  feet.  For  comparison,  old  gas  in 
the  U.S.  sells  for  an  average  of  about 
$1,  but  other  prices  run  from  about 
$2.50  to  $4  and,  with  decontrol,  prices 
will  rise  toward  $4.  Then  there's  the 
oil  entitlement,  500  barrels  a  day  for 
each  $1  million  of  real  investment. 
It's  not  worth  much  today  but  will  be 
when  oil  becomes  scarce  again 
(Forbes,  Mar.  7  5). 

Problems?  They  are  so  enormous  as 
to  make  even  friends  of  the  Saudis 
wonder  whether  the  country  can 
bring  off  its  industrialization  dream. 
To  begin  with,  there  is  the  depend- 
ence on  foreign  labor.  The  native 
Saudi,  clinging  to  Bedouin  attitudes, 
considers  manual  labor  demeaning.  So 
in  Riyadh  you  find  Korean  construc- 
tion gangs  building  the  roads.  In  lubail 
the  Saudis  lead  a  visitor  through  the 
skeletons  of  their  new  factories  as 
German  engineers,  Taiwanese  fore- 
men and  Japanese  workers  go  about 
their  chores. 

The  foreign  worker  population  is 
probably  between  2  million  and  3  mil- 
lion— including  hundreds  of  thou- 
sands of  Koreans,  Filipinos  and  Paki- 
stanis, but  also  including  nearly  2  mil- 
lion workers  from  neighboring 
Yemen  and  Egypt.  All  are  controlled 
by  a  rigid  visa  system  because  Saudi 
Arabia,  so  newly  a  nation,  fears  sub- 
mersion by  the  more  numerous  guest 
workers.  In  the  words  of  Abdullah 
Bisharah,  of  the  Riyadh-based  Gulf 
Cooperation  Council,  they  fear  "the 
disappearance  of  native  culture  and  its 
replacement  by  a  hodgepodge  with  no 
identifiable  ethnic  roots." 

To  produce  enough  trained  Saudis  to 
man  and  manage  the  new  economy,  a 
massive  education  program  is  under 
way,  girded  by  subsidies  that  are  un- 
matched anywhere  in  the  world.  Stu- 
dents are  given  free  housing,  plus  $300  a 
month  and  most  of  the  cost  of  food  and 
books.  The  emphasis  on  the  training  of 
Saudi  manpower  is  built  into  every 
contract  with  their  foreign  partners. 

Western  critics  are  quick  to  say  it 
cannot  work,  that  there  are  not  enough 
Saudis  or  that  they  cannot  be  trained 
fast  enough.  Saudi  women  are  being 
educated  but  are  not  yet  counted  as  part 
of  the  work  force.  However,  the  outsid- 
er's sense  of  time  is  different  from  that 
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Great  aircraft  don't  just  happen . . . 
...Or  turn  into  best  sellers  until  proven! 


One  HS  1 25  has  already  logged  more  than  50,000 
landings  . . .  and  every  month  or  so  we  hear  of  another 
operator  whose  HS  125  is  passing  the  10,000  or  12,000 
flight-hour  mark. 

These  are  just  some  of  the  bottom-line  figures  from  the 
aircraft's  proof-in-performance  records.  Superior  design 
plus  rugged  engineering  have  produced  an  aircraft  that 
simply  keeps  on  flying  ...  day  in,  day  out,  rain  or  shine. 

Actually,  there  are  some  70  years  of  British  Aerospace 
air  transport  and  military  experience  behind  the  Series 
700's  design  and  its  continuous  engineering  refinement. 
That's  why  this  aircraft  so  elegantly  combines  superb  cabin 
comfort ...  good  flight  characteristics  ...  low  maintenance 
costs  ...  and  a  sensible  first  cost.  As  one  observer  says,  the 
Series  700  is  "absolutely  dependable,  predictable, 
serviceable,  rugged." 


Its  2900-mile  range  and  fuel-efficient  Garrett  engines  z 
additional  factors  many  firms  find  important  And  their 
cumulative  judgments  have  made  the  Series  700  the  bes 
selling  midsize  business  jet  in  world  service  today  ...  mon 
than  500  HS  125s  have  now  been  sold. 

We  invite  your  questions  for  further  information  at  an> 
time.  And  a  demonstration  flight  is  quickly  arranged.  Just 
call  Kenneth  C.  Spinney,  Vice  President-Marketing,  at 
703/435-9100.  Or  write 
British  Aerospace, 
Box  17414,  Dulles 
International  Airport, 

ScaoST         HSJ25  Series 700A 

BRITISH  AEROSPACE,  IAIC  Jtt 

Washington  •  Wilmington.  DE  •  Los  Angeles 
Chicago  •  Houston  »  New  York  •  Montreal  •  Mexicc 


We  drove  this  Vk  ton  Rolls  Royce  over  a  bridge 
made  entirely  of  St.  Regis  paper  to  prove  a  point 


The  point  is  that  paper  can  be  stronger  than  you  think. 
Especially  if  it's  in  the  form  of  corrugated  box  material. 

The  roadbed  of  this  bridge  was  made  out  of  six  layers 
of  St.  Regis  triple-wall  corrugated-a  material  we  supply  a 
lot  of  to  the  U.S.  The  verticals  were  made  of  five  layers, 
and  the  triangles  of  four. 

Triplewall  is  made  up  of  three  layers  of  the  corrugated 
"medium"  and  four  layers  of  linerboard.  And  it  can 
withstand  1 , 100  lbs.  per  square  inch  of  puncture  pressure 
on  its  side.  And  on  its  edge,  a  12  x  12  in.  piece  can  take 
930  lbs.  A  mere  seven  layers  of  paper! 

The  strength  of  corrugated  isn't  only  in  the  paper 
itself.  It's  the  structure.  The  shape  of  the  medium  is  one  of 
the  strongest  structures  known.  In  Colonial  Virginia 
walls  were  built  in  the  corrugated,  or  serpentine  form.  And 
they're  still  standing  today,  although  they're  only  one 
brick  thick. 

Corrugated  box  material  is  a  sandwich.  A  wavy 
corrugated  medium  is  squeezed  between  two  rollers  with 
meshing  teeth.  That's  the  meat  of  the  sandwich.  The  bread 
is  two  layers  of  heavy  paper  called  linerboard. 

Since  it  was  patented  in  1871 ,  corrugated  has  been  one 
of  the  mainstays  of  the  American  distribution  system. 
In  fact,  the  corrugated  box  is  one  reason  we  have  the  most 
efficient  distribution  system  in  the  world. 


And  St.  Regis  has  had  its  share  of  innovations  in  the 
field.  Partly  because  we're  one  of  the  largest  makers 
of  linerboard  in  the  world.  And  partly  because  of  our  tech- 
nology and  marketing  thrust. 

All  this  reflects  the  marketing  stance  of  St.  Regis 
toward  all  our  packaging,  paper,  lumber  and  construction 
products.  To  use  the  full  weight  of  our  technology  in 
serving  our  markets  and  in  renewing  the  forest  resource 
our  products  come  from. 

St.  Regis — serving  Man  and  Nature. 
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Our  cash  paying  ally 


Saudi  Arabia,  the  num- 
ber one  cash  customer 
of  the  Pentagon  and  its 
arms  suppliers,  owns  or 
has  on  order:  900  tanks, 
400  armored  personnel 
carriers,  400  scout  cars,  16 
surface-to-air  missile  bat- 
teries, 5  Airborne  Warn- 
ing and  Control  Systems 
(AWACS),  62  F-15  fight- 
ers, 105  F-5  fighters,  79 
transport  planes  and  13 
missile-equipped  surface 
attack  boats. 

The  oil  kingdom's  de- 
fense bill  will  run  to  more 
than  $20  billion  this  year, 


Saudi  pilots  with  an  F-5  fighter 
Defending  the  Out/or  recalling  the  Shah? 


part  of  what  could  be  a  $40  billion  hardware  buildup 
over  the  next  few  years. 

The  Saudis  are  royally  outfitting  a  small  and  unblood- 
ed army  that,  before  1970,  they  purposely  kept  ill- 
equipped — a  tradition  in  the  Middle  East,  where  the 
military  has  a  habit  of  toppling  regimes.  Even  today  the 
House  of  Saud  divides  its  forces,  placing  the  30,000- 
man  army  and  14,000-man  air  force  under  one  prince, 
but  keeping  a  national  guard  of  17,000  under  another 
piince.  There  is  also  a  small  navy  and  palace  guard. 

Whom  are  they  preparing  to  fight?  Well,  not  the 
Israelis.  For  all  the  kingdom's  anti-Israeli  talk,  it  has 
wisely  stayed  out  of  any  fighting.  And  preparing  to  take 
on  Russia  wouldn't  make  much  sense. 

But  it  is  fn  the  region  of  the  gulf  that  the  Saudis  look 
for  their  world  role.  The  Iranians  are  hostile  and  the 
Iraqis  are,  off  and  on,  a  potential  threat.  The  Saudis  are 
building  an  $8  billion  encampment,  the  King  Khalid 
Military  City,  near  the  Iraqi  border.  Last  year  the 
Saudis  led  in  the  setting  up  of  the  Gulf  Cooperation 
Council  to  encourage  military  and  economic  coopera- 


tion among  Kuwait,  the 
United  Arab  Emirates, 
Qatar,  Bahrain,  Oman  and 
Saudi  Arabia.  In  the  past, 
the  small  partners  were 
suspicious  of  Saudi  inten- 
tions— they  still  are — but 
tensions,  particularly  the 
rise  of  Khomeini  in  Iran, 
pushed  them  together. 

Last  December,  Bah- 
rain arrested  60  suspected 
saboteurs,  announcing 
that  they  had  been  trained 
by  Khomeini's  Iran.  With- 
in a  week  of  that  plot's 
discovery,  Bahrain  signed 

  a  security  agreement  with 

Saudi  Arabia.  The  gulf's  military  budget  for  this  year  is 
almost  $30  billion,  most  of  it  Saudi.  Saudi  Defense 
Minister  Prince  Sultan  says:  "Saudi  Arabia  is  deter- 
mined to  defend  the  gulf  against  any  threats." 

Is  all  this  reminiscent  of  the  Shah's  arms-buying 
spree  and  the  U.S.'  misplaced  confidence  in  his 
strength?  There  are  those  who  think  so,  but  not  at  the 
Pentagon.  In  1979  the  Saudis  bought  $6  billion  in  U.S. 
arms  and  military  training  and  construction;  the  only 
unhappiness  is  when  the  French  win  some  orders.  The 
sales  push  creates  an  unpleasant  image.  Said  one  Saudi 
general:  "You  are  just  arms  salesmen  and  we  pay  cash. " 

But  pro-Israelis  worry  lest  heavy  Saudi  spending 
should  increase  Saudi  influence  in  U.S.  business  and 
government.  Hence  a  recent  article  in  The  New  Republic 
magazine  complaining  bitterly  about  Saudi  lobbying  for 
the  AWACS  deal — without  even  mentioning  pro-Israe- 
li counterlobbying.  But  whatever  the  doubts  about  pro- 
viding arms  and  support  for  the  Saudi  royal  family,  the 
potential  alternative — a  Khomeini  or  Qaddafi  in  the 
Saudi  oilfields — is  far  more  frightening. — J.F. 


of  the  Saudis,  who  reflect  that  25  years 
ago  there  were  only  three  high  schools 
in  the  kingdom,  while  today  King  Saud 
University  in  Riyadh  educates  60,000 
students  and  there  are  15,000  Saudi 
students  in  the  U.S. 

The  Saudi  timing  for  how  quickly 
the  kingdom  will  develop  leads  to 
misunderstandings  with  the  Western 
contractors.  Projects  are  delayed  (in 
Western  eyes)  but  proceeding  accord- 
ing to  plan  in  Saudi  eyes.  The  berobed 
technocrats  of  Riyadh — and  their  roy- 
al overseers — are  moving  to  their  own 
rhythm  in  trying  to  preserve  an  an- 
cient culture  while  bringing  it  into  the 
20th  century. 

A  former  U.S.  government  official 
who  knows  Saudi  Arabia  well  ex- 
plains the  pattern:  "Remember,  these 
five-year  plans  are  a  wish  list;  it's  not 
like  a  Russian  plan,"  he  says.  "They 
put  down  hundreds  of  items  in  the 
plan  with  less  than  a  dozen  actually 
going  through."  That  leads  to  a  mis- 


understanding. "We  say  they  don't 
mean  what  they  say;  they  say  that 
attitude  is  our  problem,  not  theirs." 
East  is  East  and  West  is  West,  but  that 
does  not  mean  the  East  lives  in  a 
fantasy  world;  only  that  time  frames 
are  less  precise  in  the  East. 

The  Saudis  are  in  their  third  five- 
year  modernization  plan.  The  first, 
1970-75,  called  for  expenditures  of  $9 
billion  and  cost  $18  billion.  The  sec- 
ond plan  shot  up  to  $160  billion  and 
triggered  an  inflation  that  was  finally 
curbed  by  a  slowdown  in  development 
and  massive  subsidies  to  hold  down 
prices.  This  money,  however,  goes  for 
all  functions — education,  agriculture, 
health — not  just  the  industrialization. 
The  third  plan,  1981-85,  envisioned 
$250  billion  in  spending,  but  this  al- 
ready has  shot  past  the  $300  billion 
mark.  "If  inflation  becomes  rampant 
again,  it  is  likely  that  various  unrea- 
lized projects  from  the  second  plan 
will  have  their  schedules  extended  yet 


again,  or  simply  never  be  implement- 
ed," writes  John  Shaw  in  his  new 
book,  Saudi  Arabian  Modernization. 

Another  flaw  in  American  reason- 
ing about  the  pace  of  Saudi  develop- 
ment is  that  it  focuses  always  on  the 
big  projects  in  which  the  major  U.S. 
companies  are  involved — a  grafting, 
not  a  natural  growth.  It  was  the  same 
in  Iran,  where  failure  to  spread  the 
wealth  to  the  rural  villages  was  re- 
sponsible in  part  for  the  downfall  of 
the  Shah.  The  Saudis  are  conscious  of 
what  happened  in  Iran.  Thus,  the  $20 
billion  gas  gathering  system  will  elec- 
trify Saudi  villages  before  it  fuels  pet- 
rochemical plants. 

Saudi  leaders,  from  the  royal  family 
down,  are  engaged  in  private  business, 
and  the  Western  concept  of  "conflict 
of  interest"  is  glorified  as  "continu- 
ation of  interest."  What's  good  for  Ali 
is  good  for  the  nation  by  that  view.  As 
a  Saudi  public  relations  officer  at  Ju- 
bail  puts  it:  "Why  not,  my  brother? 
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If  you  drive,  bike,  jog  or  walk  at  night, 
here  are  a  few  ideas  to  reflect  upon. 


When  it  comes  to  reflective  products, 
3M  shines. 

We  continually  develop  innovative 
products  and  bright  ideas  like  reflective 
jogging  suits,  reflective  traffic  signs 
and  pavement  markings.  They  reflect  up 
to  1 ,000  times  brighter  than  a  pure 
white  surface. 

In  fact,  by  listening  to  people's  needs, 
we've  pioneered  over  200  products 


to  serve  the  needs  of  the  safety  and 
security  fields. 

We've  developed  everything  from 
surveillance  cameras  for  banks  to  fire 
barriers  that  expand  with  heat  to 
block  the  passage  of  smoke  and  flames 
through  holes  in  walls  and  floors. 

All  because  at  3M,  we're  in  the  business 
of  hearing.  So  let  us  hear  from  you. 

3M  hears  you... 


For  your  free  3M  Safety  and  Security 
Brochure,  write:  Department  040204/ 
3M,  PO.  Box  4039,  St.  Paul,  MN  55104. 

Name  

Address  _____ 

City  State  &  Zip  

Or  call  toll-free:  1-800-323-1718, 
Operator  364.  (Illinois  residents  call 
1-800-942-8881.) 


3M 


Can't  you  see  that  the  desert  is  vast 
and  the  people  are  few?  A  Saudi 
should  contribute  to  his  country." 

Saudi  businessmen  are  helped  by 
the  Saudi  Industrial  Development 
Fund,  which  was  established  in  1974 
to  promote  private-sector  participa- 
tion in  Saudi  industry.  Its  director, 
Saleh  al-Naeem,  a  graduate  of  the  Uni- 
versity of  Arizona,  says,  "The  SIDF 
has  so  far  assisted  750  private  indus- 
trial projects  in  the  fields  of  cement, 
foodstuffs,  chemicals,  furniture  and 
electrical  appliances  through  interest- 
free  loans  totaling  $2.8  billion."  Indi- 
viduals and  corporations  are  free  from 
income  tax,  and  the  government  de- 
crees a  20%  protective  tariff  for  local 
products,  which  cover  between  60% 
and  70%  of  domestic  consumption. 

However,  if  a  product,  with  all  the 
governmental  props  afforded  to  it, 
fails  to  compete  (as  in  the  case  of  dry 
batteries,  which  now  face  murderous 
Japanese  competition),  the  govern- 
ment allows  it  to  die.  The  Saudis  are 
also  trying  to  achieve  self-sufficiency 
in  agriculture.  Self-sufficiency  in 
wheat  production  is  declared  a  nation- 
al goal  to  be  achieved  by  1986.  The 
incentives  to  private  enterprise  in- 
clude free  land,  interest-free  loans  and 
subsidized  farm  equipment.  Even  the 
price  of  wheat  is  guaranteed  to  the 
farmers  at  at  least  three  times  above 
world  markets. 

Everything  in  Saudi  Arabia  today 
seems  to  be  happening  at  once,  and  yet 
little  seems  to  be  happening.  An 
American  oilman  echoes  the  senti- 
ments of  many  U.S.  businessmen  who 
have  had  dealings  in  the  desert  king- 
dom when  he  says:  "If  I  had  my  way,  I'd 
rather  build  in  Louisiana.  Getting 
something  done  over  there  is  like 
breeding  elephants — it's  laborious  and 
a  long  time  before  you  see  results." 

But  impatient  as  Americans  may  be 
with  the  Saudis,  it  is  wrong  to  berate 
their  earnest  if  halting  attempts  at 
industrialization.  Those  attempts  ac- 
cord with  U.S.  interests  in  the  Middle 
East.  They  promise  stability  in  the 
Persian  Gulf  and  could  safeguard 
friendly  ownership  of  the  world's  es- 
sential oil. 

Better  the  Saudis  slowly  building 
industrial  cities  with  the  help  of  Dow 
or  Shell  while  carefully  protecting 
their  culture  than  the  situation  exist- 
ing across  the  gulf,  where  a  morbid 
theocracy  is  bathing  a  society  in  blood 
and  backwardness  and  preparing  fer- 
tile soil  for  Russian  expansion.  The 
industrial  nations  could  do  worse  than 
absorb  Saudi  industrial  goods  along 
with  Saudi  oil.  A  small  price  to  pay  for 
helping  Saudi  Arabia  become  a  viable 
modern  society.  ■ 


The  U.S.  faces  almost  impossible  policy 
choices  in  the  Middle  East.  And  a  wrong 
move  could  mean  lines  at  your  gas  station. 

Sunnis?  Shiites? 
What's  that  got  to 
do  with  oil  prices? 


By  James  Cook 


T|  he  newspapers  and  television 
have  made  much  of  the  differ- 
ences between  Defense  Secre- 
tary Caspar  Weinberger  and  Secretary 
of  State  Alexander  Haig.  The  pro-Haig 
people  were  delighted  when  Wein- 
berger returned  with  apparently  emp- 
ty hands  from  a  trip  to  the  Middle 
East  during  which  he  infuriated  the 
Israelis  and  received  a  cool  reception 
from  the  Saudi  Arabians. 

But  this  is  not  just  a  conflict  be- 
tween two  ambitious  men.  It  is  not 
just  a  question  of  one  man  who  is 
strongly  pro-Israel  and  one  who  is 
somewhat  less  so.  It  is  a  struggle  be- 
tween two  quite  different  philos- 
ophies regarding  U.S.  policy  for  the 
Middle  East.  If  the  Middle  East  ex- 
plodes— and  U.S.  and  world  oil  sup- 
plies are  cut — Weinberger  tends  to 
think  the  cause  will  most  likely  be 
internal  pressures;  Haig  tends  to 
think  the  chief  danger  is  from  Soviet 
adventurism.  This  is  why  Weinberger 
is  so  eager  to  provide  modem  arms  to 
moderate  Arab  regimes  to  strengthen 
them  against  internal  opposition  and 
other  Arab  regimes,  even  at  the  cost 
of  incurring  Israeli  fury. 

He  received  support  last  month 
from  King  Hussein  of  Jordan,  who 
hinted  in  an  interview  that  his  need 
for  arms  was  to  protect  himself  from 
his  fellow  Arabs  rather  than  for  con- 
fronting Israel — a  role  for  which  Hus- 
sein has  never  shown  much  enthusi- 
asm. In  our  Mar.  15  cover  story  we 
numbered  the  probability  of  new  wars 
in  the  Middle  East  as  one  of  the  main 
reasons  the  energy  crisis  was  very  far 
from  being  over.  The  danger  of  all-out 
war  between  Israel  and  the  Arabs  has 
certainly  ebbed.  But  neither  the  exter- 


nal threat  from  Russia  nor  the  internal 
threat  from  antagonisms  within  Islam 
has  dimmed  a  bit.  Of  the  Soviet  threat 
much  has  been  written.  But  Ameri- 
cans seem  blissfully  unaware  of  the 
threat  to  their  oil  supply  and  to  their 
total  physical  well-being  that  is  posed 
by  the  probability — indeed  almost  the 
certainty — that  the  Shah's  will  not  be 
the  last  Middle  Eastern  government  to 
fall.  So-called  Pan  Arabism  is  little 
more  than  a  facade  disguising  huge 
nationalistic  and  doctrinal  differences. 
In  October,  Saudi  troops  deported  Iran- 
ian pilgrims  bound  for  Mecca  for  carry- 
ing Khomeini  posters  and  tracts  call- 
ing for  the  overthrow  of  the  Saudi 
regime.  Then  in  December,  an  event 
little  noted  in  the  U.S.  sent  tremors 
through  the  Mideast.  A  group  of  Shiite 
Arabs  from  a  number  of  states  around 
the  Persian  Gulf,  Saudi  Arabia  among 
them,  sought  unsuccessfully  to  over- 
throw Bahrain's  Sunni  government. 

Fundamentalism  versus  secularism, 
politics  versus  religion,  Sunni  versus 
Shiite — these  are  the  classical  antith- 
eses in  the  Middle  East. 

For  many  Americans  it  is  difficult 
to  grasp  that  such  ancient  differences 
could  lead  to  war  and  bloodshed.  Let's 
put  it  this  way:  When  enormous  pres- 
sure is  applied  to  a  wall,  that  wall  is 
likely  to  give  way  along  the  lines  of 
old  cracks.  That  is  what  is  happening 
in  the  Middle  East.  The  present  tur- 
moil is  largely  the  result  of  the  enor- 
mous impact  oil  money  and  its  ac- 
companying technology  and  infra- 
structure have  had  in  the  region, 
fomenting  rapid  and  devastating 
change,  confronting  ancient  and 
preestablished  ways  with  the  appar- 
ent military,  political  and  technologi- 
cal superiority  of  the  West. 

"Islam  is  not  a  religion,"  explains 
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Plymouth. 
The  American  way  to 
get  your  moneysworth. 


Reliant  K  gives  you  your 

moneysworth  with 
advanced  technology. 

Since  the  introduction  of  the  K  car 
ie  last  year,  over  400,000  have  been 
)ld.  One  of  the  most  successful  new  car 
introductions  in  the  history  of 
the  industry. 

Probably  the  single  most 
important  factor  in  this  suc- 
cess has  been  Reliant  K's  new 
dvanced  technology. 

From  design  to  assembly  to  quality 
Dntrol,  every  effort  is  made  to  use  com- 
jter  science.  To  assure  consistent 
gh  quality  and  a  strong,  quiet  body, 
sliant  K  has  almost  3,000  robot-con- 
Dlled  welds,  The  most  in  the  industry. 

The  final  result  of  this  planned  con- 
d\  are  cars  engineered  for  easy  main- 
;nance,  driving  pleasure  and  your 
loneysworth  for  years  to  come. 


from  your  present  gas  guzzler.  Look  at 
the  MPG  capability  of  the  new  Reliant 
K's.  Imagine  owning  the  front-wheel- 
drive  wagon  that  goes  farther  on  a 
gallon  of  gas  than  any  other  6-pass- 
enger  wagon  in  America:  The  Reliant  K, 
Thafs  money  in  your  pocket.  Moreover, 
Reliant  K's  sensible  prices  make  a  new 
car  even  more  affordable.  Example:  for 
'82  the  sticker  price  of  a  base  model 
Reliant  K  coupe  is  still  the  same  as  '81. 


Model 

Prices  1 
START  AT 

Prices;  f 
AS  SHOWN 

EST 
HWY 

EPA 

EST  MPG- 

Reliant  K  Base  Coupe 

$5990 

$7478 

41 

m 

Reliant  K  4  Dr  Sedan 

$6629 

$6739 

41 

M 

Reliant  K  Wagon 

$7334 

$8658 

40 

M 

Reliant  K  gives  you  your 
moneysworth  with  sensible  prices 
and  high  mileage. 

You  may  be  lucky  to  get  up  to  12  MPG 


■Sticker  prices  Title,  taxes,  destination  charges  extra  "sticker 
prices  with  pictured  options  excluding  title,  taxes  and  desti- 
nation charges  "Use  EPA  est  MPG  for  comparison  Actual 
mileage  may  differ  depending  on  speed,  trip  length  and 
weather.  Actual  highway  mileage  lower  California  esti- 
mates for  Reliant  K.  36  EST  HWV  [24]  EPA  est  MPG 

Reliant  K  gives  you  your 
moneysworth  with 
front-wheel  drive. 

Most  cars  of  the  1960's  and  70's 
don't  have  front-wheel-drive.  With  front- 
wheel-drive  and  rack-and-pinion  steer- 
ing, Plymouth  Reliant  K  gives  a  true  feel 
of  the  road.  Cornering  and  handling  on 
wet  surfaces  are  secure. 

Reliant  K  seats  six  comfortably  be- 


cause front-wheel-drive  virtually  elimi- 
nates the  cumbersome  transmission 
hump  in  the  middle.  And  there  is  ample 
leg,  hip  and  headroom.  You  get  your 
moneysworth  in  comfort. 

The  Reliant  K  Spring  Special. 
The  newest  way  to  get 
your  moneysworth. 

This  Custom  2-door  can  be  yours 
with  special  two-tone  paint  design,  deck 
lid  luggage  rack,  deluxe  wheel  covers 
and  more.  Priced  to  be  affordable. 

Reliant  K  gives  you  your 
moneysworth  with  excellent 
resale  value. 

According  to  recent  NADA  Used  Car 
Guides,  the  return  on  1981  Reliant  K's  has 
been  handsome.  All  in  all,  an  incredible 
vote  of  confidence  for  a  line  of  cars 
introduced  just  over  a  year  ago 

The  time  has  come  to  put  yester- 
days technology  aside  and  let  a 
1982  front-wheel-drive 
Plymouth  Reliant  K  show 
you  why  ifs  the  American 
way  to  get  your 
moneysworth. 

Buy  or  lease  at  your 
local  Chrysler-Plymouth 
dealer. 

THE  NEW  CHRYSLER  CORPORATION 

Quality  engineered  to  be  the  best. 


Plymouth 


William  Olson,  a  research  associate  at 
Georgetown  University's  Center  for 
Strategic  &  International  Studies.  "It 
is  a  complete  system,  the  way  Chris- 
tianity was  500  or  600  years  ago. 
Christianity  defined  a  niche  for  itself 
and  withdrew  from  society.  Islam 
never  had  to  face  that — until  recent- 
ly." In  every  TV  set,  every  auto- 
mobile, every  bulldozer  or  electronic 
computer,  there  is  potential  affront,  a 
challenge  to  Islam. 

Islam  has  repeatedly  attempted  to 
reform  itself  in  the  past:  the  Wahhabi 
movement  in  18th-century  Saudi  Ara- 
bia, the  Sanussi  in  19th-century  Lib- 
ya, the  Muslim  Brotherhood  in  20th- 
century  Egypt,  King  Aminullah  in  Af- 
ghanistan in  the  1920s.  The  current 
upsurge  in  fundamentalism  is  simply 
the  latest  manifestation  of  an  old  tra- 
dition touched  off  by  the  effects  of 
modernization.  As  it  always  has  in 
the  past,  it  represents  a  return  to 
"what  the  book  [the  Koran]  says,"  to 
the  original  purity  of  the  faith,  to  the 
first  principles  of  Islam. 

The  same  impulse  toward  simplic- 
ity is  everywhere  these  days,  but  it 
breaks  out  with  special  intensity  in 
the  Middle  East:  The  Egyptian  may 
abandon  his  nightly  Scotch;  the  Pales- 
tinian take  to  going  to  mosque  again 
for  his  Friday  prayers;  the  Kuwaiti 
woman  voluntarily  reassume  the  veil; 


the  terrorist  assassinate  Sadat  or  kid- 
nap an  oil  executive. 

"Fundamentalism  rises  in  each 
Muslim  country  for  similar  reasons," 
says  Robert  G.  Neumann,  former  U.S. 
ambassador  to  Saudi  Arabia.  "It  is  ba- 
sically not  often  a  religious  movement 
but  a  manifestation  of  a  social  up- 
heaval that  then  takes  a  religious 
form.  Fundamentalism  and  the  Pales- 
tinian problem  are  rallying  points  for 


The  impulse  to  simplicity  is 
everywhere  these  days,  but 
it  has  a  special  intensity  in 
the  Middle  East:  The  Egyp- 
tian may  abandon  his  night- 
ly Scotch,  the  Kuwaiti  wom- 
an reassume  the  veil,  the  ter- 
rorist assassinate  Sadat. 


a  great  variety  of  opposition  groups 
which  have  nothing  in  common." 

As  Neumann  sees  it,  politics  and 
economics  masquerade  as  religion, 
and  vice  versa,  and  nowhere  more  so 
than  in  Iran  where,  after  the  fall  of  the 
Shah,  accumulated  political,  econom- 
ic and  social  grievances  resulted  in  the 
emergence  of  Ayatollah  Khomeini's 
Islamic  dictatorship. 

Not  since  Kemal  Atatiirk  set  out 
to  secularize  Turkey  in  the  Twen- 


ties— ripping  away  women's  veils  as 
ruthlessly  as  he  forced  the  Turkish 
language  into  the  Latin  alphabet — 
had  anybody  set  out  to  secularize  an 
Islamic  country  as  thoroughly  as  the 
Shah  did  in  Iran.  Some  of  the 
Shah's  first  acts  after  his  restoration 
in  1953  were  to  strip  the  Shiite 
clergy  of  control  of  their  vast  land- 
holdings,  to  grant  equal  rights  to 
women  and  thereafter  to  press  the 
process  of  westernization  further 
and  faster.  When  he  finally  fell  from 
power,  all  the  submerged  pressures 
came  to  the  surface.  Religion  and 
tradition  struck  fast. 

Khomeini,  the  anti-Shah,  spread 
unrest  across  the  full  sweep  of  the 
Fertile  Crescent  and  raised  the  banner 
of  Islamic  purity,  which  could  evoke 
an  uneasy  response  in  any  Muslim 
who  had  ever  downed  a  bottle  of  beer 
or  sneaked  a  look  at  Playboy.  Kho- 
meini's motives  may  have  been  as 
nationalist  as  the  Shah's,  but  they 
were  projected  through  the  profound- 
ly divisive  issue  of  Shiism  (see  box,  p. 
99).  Any  heightening  of  religious  con- 
sciousness inevitably  heightens  the 
sectarian  differences  within  Islam,  so 
the  tensions  have  mounted. 

Khomeini  himself  is  not  for  export; 
he  is  too  Persian  for  the  Arabs.  But 
the  muddy  waters  he  stirred  are 
spreading,  roiling  the  religious  and 


If  you  haven't  got  time  for  the 
beautiful  places  of  Paris,  stay  in  one. 
The  Hotel  Prince  de  Galles. 


We  have  a  staff  of  250  people 
for  200  rooms.  (Including  four  room 
service  waiters  on  duty  all  night, 
just  in  case  you  get  hungry.) 


Two  mosques:  Shiite  extravagance  at  Qutn,  Sunni  austerity  at  Mecca 

The  differences  involved  more  than  the  succession  to  Muhammad. 


ethnic  awareness  of  Islamic  peoples 
everywhere.  Iran  itself  is  not  exempt, 
encompassing  as  it  does  not  only 
Shiite  Persians,  but  Sunni  Baluchis 
along  the  Afghanistan  border,  Shiite 
Arabs  in  the  oil-rich  Khuzistan  prov- 
ince, and  in  the  northwest  millions  of 
Sunni  Kurds  who  want  a  state  of  their 
own  carved  out  of  parts  of  Iran,  Iraq 
and  Turkey. 

In  Syria  the  bulk  of  the  population 
is  Sunni,  but  the  government,  which 
came  to  power  in  a  military  coup  a 


decade  ago,  is  controlled  by  secular, 
pro-Soviet  Baathist  Arab  socialists, 
who  also  happen  to  belong  to  a  Shiite 
sect  known  as  Alawi.  Understand- 
ably, the  Sunnis,  who  make  up  most 
of  the  Syrian  business  community, 
feel  they  ought  to  have  a  role  in  guid- 
ing the  political  destinies  of  their 
country,  and  so,  though  they  may  de- 
plore the  terrorist  stance  of  the  Sunni 
Muslim  Brotherhood,  they  nonethe- 
less give  it  tacit  support.  It  took 
12,000  troops  to  put  down  February's 


uprising  by  the  Brotherhood  at  Hama, 
a  Sunni  stronghold.  The  Sunnis'  com- 
plaints are  basically  economic  and  po- 
litical, but  they  nonetheless  take  on  a 
religious  cast.  "The  brutality  of  the 
oppression,"  according  to  one  diplo- 
matic observer,  "makes  the  Muslim 
Brotherhood  say,  'If  these  were 
Shiites  or  Alawites,  would  they  have 
been  suppressed  so  forcibly?'  " 

In  Iraq  the  situation  is  substantially 
reversed.  There  the  minority  Baathist 
government  is  Sunni,  and  the  Shiites 


fhree  kinds  of  royalty  are  served  here, 
browned  heads.  Public  figures. 
Vnd  guests. 


33  Rue  George  V. 

The  best  temporary  address  in  Paris. 


constitute  Iraq's  underclass.  But  Iraq's 
Shines  are  Arabs,  not  Persians,  so  it  is 
only  as  the  war  with  Iran  has  taken 
more  and  more  lives  that  their  resent- 
ment has  begun  to  build. 

Saudi  Arabia,  of  course,  is  over- 
whelmingly Sunni — the  creation  of 
the  austere  and  fundamentalist  Wah- 
habi  sect,  and,  like  Libya,  dominated 
by  the  spartan  traditions  of  the  desert. 
With  only  4  million  or  so  in  popula- 
tion, Saudi  Arabia  finds  itself  caught 
between  extremist  Iranians  across  the 
gulf  and  extremist  Marxists  in  South 
Yemen  to  the  south.  Though  Saudi 
Arabia  can  claim  to  be  a  fundamental- 
ist Islamic  state  if  any  country  is,  it, 
can  nonetheless  not  rest  easy  in  a 
time  of  violent  change.  Saudi  Arabia's 
own  Shiite  population  is  small — may- 
be 250,000— but  it  is  concentrated  in 
the  eastern  oilfields,  and  that  is  cause 


enough  for  concern.  Iran  continually 
broadcasts  appeals  to  the  Saudi 
Shiites  to  overthrow  the  regime. 

Saudi  Arabia  is  not  the  only  Islamic 
regime  that  is  exposed.  Kuwait,  the 
Emirates  and  other  small  states  in  the 
gulf,  though  Sunni-govemed,  have 
substantial  Shiite  populations  that  in 
the  proper  circumstances  could  be  re- 
sponsive to  Iranian  propaganda.  The 
abortive  Bahrain  coup  was  enough  to 
alert  the  region  to  danger,  and  Saudi 
Arabia  has  been  working  out  mutual 
security  pacts  with  its  neighbors  and 
building  up  the  Gulf  Cooperation 
Council  to  provide  a  coordinated  re- 
sponse to  Iran. 

"The  Iranians  have  certain  ambi- 
tions," says  Malcolm  Peck,  the  State 
Department's  Arabian  Peninsula  ana- 
lyst, "and  one  of  those  is  the  propaga- 
tion of  their  version  of  Islam.  They 


have  also  come  to  acquire  some, 
though  not  all,  of  the  Shah's  strategic 
ambitions  and  sense  of  Iranian  desti- 
ny." The  parallel  with  Russia  is  obvi- 
ous: There,  too,  a  state  religion  has 
taken  over  the  imperialist  dreams  of 
its  predecessors  and  wrapped  them  in 
an  ideological  cloak. 

In  Lebanon,  of  course,  these  divi- 
sive tendencies  have  been  carried  to 
their  extreme.  Lebanon  attempted  to 
neutralize  its  religious  differences  by 
institutionalizing  them — the  consti- 
tution prescribes  a  Maronite  presi- 
dent, a  Sunni  prime  minister  and  a 
Shiite  speaker  of  parliament.  Lebanon 
nonetheless  dissolved  into  chaos, 
with  private  armies  defending  this  po- 
litical or  that  religious  interest  and 
calling  in  outside  powers  for  moral 
and  military  support. 

In   an   area   where  governments 


The  schism  in  Islam 

In  most  Muslim  countries,  the  population  be-  ers  have  large  Shiite  minorities.  So  the  potential 

longs  to  the  Sunni  denomination  of  Islam  (green),  for  conflict  is  considerable.  Prime  trouble  spots: 

but  in  the  oil-rich  Middle  East,  both  Iran  and  Iraq  Syria  and  Iraq,  where  minority  governments  rule 

have  Shiite  majorities  (yellow),  while  many  oth-  increasingly  restless  majorities. 
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maintain  themselves  by  force,  most 
of  them  can  be  changed  only  by  vio- 
lence. Though  its  origin  is  really  a 
boundary  dispute,  the  war  between 
Iran  and  Iraq  was  touched  off  by  radio 
broadcasts  Iran  beamed  to  Iraq's 
Shiite  population,  calling  upon  them 
to  overthrow  the  dominant  Sunni 
government.  "They  impugned  the  in- 
tegrity of  the  government  and  the  reli- 
gion," one  listener  reports,  "telling 
them,  'You  should  rebel  in  order  to 
become  better  Muslims.'  " 

Iraq's  Arab  Shiites  were  not  respon- 
sive, but  Iraqi  President  Saddam  Hus- 
sein saw  a  chance  to  topple  the  shaky 
Iranian  regime,  establish  Iraq  as  un- 
questioned leader  of  the  Arab  nation- 
alist movement  and  recover  the 
Shatt-al-Arab  waterway  separating 
the  two  countries  at  the  top  of  the 
Persian  Gulf  in  the  process. 

In  its  initial  onslaught,  Iraq  seized 
maybe  20,000  square  miles  on  the 
east  bank  of  the  Shatt-al-Arab,  laid 
siege  to  Iran's  oil  center  at  Abadan 
and  then  lost  its  momentum.  The 
Iraqi  assault  seemed  to  unify  Iran  and 
electrify  its  religious  fanatics.  Last 
September  the  Iranians  reportedly 
launched  a  series  of  counterattacks, 
massive  "human  wave"  attacks  in 
which  thousands  were  killed.  So  far, 
as  many  as  40,000  may  have  been 
killed  on  both  sides,  and  in  the  cir- 
cumstances, Hussein  has  been  reluc- 
tant to  risk  the  army  on  which  his 
regime  depends,  never  mind  that 
most  of  the  army  were  Shiites  who 
might  or  might  not  prove  dependable. 

"The  casualties  in  Iraq,"  says  Mal- 
colm Peck,  "are  more  than  in  all  the 
Arab-Israeli  wars  combined.  That  sug- 
gests the  degree  of  miscalculation  on 
the  Iraqi  side."  "It  was  like  punching 
the  tar  baby,"  Olson  says,  "and  now 
they're  in  real  trouble." 

The  Iran-Iraq  war  has  solidified  the 
political  alliances  and  antagonisms  in 
the  area.  The  Saudis  and  the  various 
gulf  states  tightened  their  bonds  with 
Iraq,  Socialist  republic  or  no,  and 
coughed  up  $14  billion  in  financial 
aid.  As  the  Iranians  began  rolling  the 
Iraqis  back,  Jordan  announced  its  sup- 
port for  Iraq,  with  Hussein  promising 
to  send  volunteer  troops  and  perhaps 
even  lead  a  detachment  himself.  So 
did  Egypt.  Syria  threw  its  support  to 
the  Iranians;  so  did  the  Lebanese 
Shiites.  Israel,  fishing  in  troubled  wa- 
ters, supplied  parts  for  Iran's  U.S.- 
made  military  equipment.  And  the 
Soviet  Union  proceeded  to  make  hay. 
It  began  buying  Iranian  oil  and  send- 
ing in  advisers,  doubling  its  trade 
overnight. 

None  of  this  bodes  well  for  the 
U.S.  If  the  Iraqis  lose,  their  defeat 


If  you're  still  drinking 
Canadian  and  soda ... . 


it's  because 

you  haven't  tasted 

gold  rum  and  soda. 


That's  the  reaction  that's  made 
Puerto  Rican  gold  rum  one  of  the 
most  popular  and  fastest  growing  li- 
quors in  America  today. 

Either  on  the  rocks,  or  with  a  dash 
of  soda  or  your  favorite  mixer,  gold 
rum  is  a  smooth  alternative  to  blends, 
bourbons,  Canadians— even  scotch. 

Try  the  delicious  gold  rums  of 
Puerto  Rico.  The  first  sip  will  amaze 
you.  The  second  will  convert  you. 

For  free  "Rums  of  Puerto  Rico' 
Dept  FB-3. 1290  Avenue  ol  the  Americas,  N 


Make  sure  the  rum  is  from 
Puerto  Rico. 

Great  rum  has  been  made  in 
Puerto  Rico  for  almost  five  centuries. 
Our  specialized  skills  and  dedication 
result  in  rums  of  exceptional  dryness 
and  purity.  No  wonder  over 
88%  of  the  rum  sold  in  this 
country  is  Puerto  Rican. 

RUfllS  OF  PUERTO  RICO 

Aged  for  smoothness  and  taste. 

recipes,  write.  Puerto  Rican  Rums, 
Y,  N  Y  10104  ©1981  Government  ol  Puerto  Rico 
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Modern  equipment,  like  this  new  12-cubic-yard  front-end 
loader,  improves  mining  efficiency  and  holds  down  costs. 

When  America's 
telephone  companies  need  cable, 
they  can  call  on  our  resources. 


Some  of  the  largest  telephone  companies  in  the 
world  buy  telephone  cable  from  our  Phelps  Dodge 
Communications  Company.  And  so  do  some  of  the 
smallest. 

Ask  them.  They'll  tell  you  that  they  come  to  Phelps 
Dodge  because  of  quality  and  service.  We've  set  up 
some  of  the  most  advanced  computerized  control  sys- 
tems in  the  industry  to  assure  both. 

But  there  are  a  couple  of  things  even  many  of  our 
most  ardent  customers  don't  know  about  us. 

Each  year,  from  4  modern  mines  in  the  Southwest, 
our  U.S.  mining  operations  produce  on  average  about 


600  million  pounds  of  copper-about  20%  of  all  U.S. 
production.  And  our  U.S.  manufacturing  divisions  transform 
about  a  billion  pounds  of  it  into  everything  from  copper 
rod  to  solar  absorber  plates,  from  power  cable  to 
plumbing  tube. 

We  go  to  the  source.  So  that  people  who  depend 
on  copper  can  depend  on  us. 

For  more  information,  call 
toll-free800-221-3333.lnNewYork  nhfltW^S 
State,  call  (212)  775  1395. 

Phelps  Dodge  300  Park  Avenue.  OOtUBB 
New  York  New  York  10022.  MM 


The  copper  people  from  Phelps  Dodge 


Why  should  celebrity 
be  on  your  selector  list? 

Multiply  $500  times 
your  number  of  fleet  cars, 


There's  no  question  GM's  new- 
generation  A-Cars  shape  up  as 
a  fleet-car  standard  for  the  '80s. 

Front-wheel  drive.  Electronic 
Fuel  Injection  standard  on  their 
4-cylinder  engine.  The  precision 
of  new  robot  technology.  EPA 
estimates*  competitive  with  the 
compacts  you  squeezed  your 
people  into  to  squeeze  through 
the  gasoline  price  crunch.  Yet 
front-seat  leg  room  within  tenths 
of  an  inch  of  the  biggest  full-size 
cars.  And  behind  all  that  room 
and  comfort,  a  full  16  cu.  ft.  of 
trunk  space. 


But  the  price  of  progress  need 
not  be  as  steep  as  the  expensive 
nameplates  may  have  led  you  to 
believe. 

In  fact,  with  Chevrolet 
Celebrity,  based  on  dealer 
invoice  costs  of  higher  priced 
nameplate  versions  of  similar 
fleet-equipped  front-wheel-drive 
cars,  the  price  is  up  to  $504 
less." 

Which,  spread  over  the 
number  of  cars  in  your  fleet,  is  a 
significant  spread  indeed 

The  difference,  in  fact, 
between  a  new  fleet  car  that's 
simply  very  good  for  what's 
facing  you  in  the  '80s. 

And  one  that's,  well,  perfect. 


'40  Est.  Hwy,  @  EPA  Est.  MPG. 
Use  estimated  MPG  for 
comparisons.  Your  mileage  may 
differ  depending  on  speed, 
distance,  weather.  Actual  highway 
mileage  lower.  Some  Chevrolets 
are  equipped  with  engines 
produced  by  other  GM  divisions, 
subsidiaries,  or  affiliated 
companies  worldwide.  See  your 
dealer  for  details. 

'The  level  of  standard  equipment 
will  vary  _____ 


Chevrolet 

CHEVROLET 
FLEET  SALES 


could  overturn  the  brutal  Saddam 
Hussein  and  imperil  the  Saudis  who 
supported  them.  "If  the  Iraqis  win," 
says  Georgetown's  Olson,  "it  gives 
them  a  position  of  real  importance, 
and  they  are  not  really  our  friends.  If 
Iran  loses,  the  Iranians  will  blame  us, 
no  matter  what,  and  that  will  give 
the  Soviets  more  of  an  advantage 
and  may  cause  Iran  to  disintegrate. 
Which  may  give  the  Soviets  more 
opportunity  to  move  into  the  area.  If 


Iran  wins,  it  will  give  them  enor- 
mous influence  everywhere.  God  is 
on  their  side.  They  not  only  defied 
the  U.S.  but  defied  the  Iraqis  with  all 
their  weapons  and  won." 

But  doesn't  Islam  proclaim  that  all 
Muslims  are  brothers?  Yes,  but  histo- 
ry shows  that  civil  wars  among  broth- 
ers are  often  the  bloodiest  and  most 
intractable  of  wars. 

Meanwhile,  Israel  is  poised  to  in- 
vade southern  Lebanon  and  perhaps 


even  Syria,  with  consequences  no- 
body can  foresee,  and  weapons  pour 
into  the  area  from  arms  merchants 
everywhere  in  the  world. 

To  doubt  that  the  Soviet  Union  will 
try  to  take  advantage  of  such  troubles 
to  disadvantage  the  U.S.  would  be  na- 
ive. But  it  is  equally  naive  to  think 
that  without  the  Soviet  Union  there 
would  be  peace  and  tranquility  in  the 
Middle  East.  In  a  sense,  Weinberger 
and  Haig  both  are  right.  ■ 


The  party  of  Ali 


Shiite  flagellants 


U'nlike  the  founders  of  the 
world's  other  great  religions, 
the  prophet  Muhammad  was  not 
simply  the  spokesman  of  Allah  and 
the  propagator  of  Islam.  He  was 
also  the  founder  of  a  vast  and  in- 
creasingly powerful  temporal  em- 
pire: head  of  state  and  prophet  of 
God,  the  compassionate,  the  mer- 
ciful. And  that  made  all  the  differ- 
ence. Islam  means  Submission  to 
God  as  Muslim  means  One  Who 
Submits-  as  a  result,  from  the  be- 
ginning religion  and  politics  in  Is- 
lam were  one  and  indivisible.  In 
time  that  paved  the  way  for  a 
schism  that  is  every  bit  as  pro- 
nounced as  the  one  that  opened  in 
Christendom  with  the  Reforma- 
tion— the  split  between  the  Sunnis 
and  the  Shiites  over  the  succession 
to  Muhammad's  authority. 

After  his  death,  Muhammad's 
survivors  decided  that  his  succes- 
sor ought  to  be  elected  by  the 
members  of  the  Islamic  community.  The  prophet's 
first  four  successors,  or  caliphs,  were  so  elected.  But 
after  Ali,  the  fourth  caliph,  Muhammad's  cousin  and 
son-in-law,  was  murdered,  the  caliphate  passed  to  the 
monarchical  house  of  Ummaya.  Ali's  son,  Husayn, 
however,  claimed  the  caliphate  was  rightly  his  as  Mu- 
hammad's heir,  and  he  mounted  a  rebellion  to  confirm 
that  claim.  Ever  after  the  Muslim  world  was  split 
beween  the  Sunnis  (the  followers  of  the  Prophet's  Path) 
and  the  Shiites  [the  Shi' at  Mi,  the  party  of  Ali).  Husayn 
was  killed  in  680  by  the  Sunni  caliph  Yazid  at  the  battle 
of  Kerbala,  and  with  that,  as  one  historian  puts  it,  a 
party  became  a  sect,  a  faction  became  a  religion. 

Having  been  defeated  in  battle,  the  Shiites  developed 
a  profound  sense  of  having  been  wronged.  They  be- 
came dissenters,  subversives  within  the  Arab  empire, 
given  to  violence  against  authority.  Shiite  Islam  was  an 
extremely  emotional  sect  and  still  is.  Its  adherents  at 
times  clothe  themselves  in  black  cloaks  and  black 
turbans,  and  once  a  year  reenact  the  passion  of  Husayn, 
sometimes  flagellating  themselves  as  a  means  of  aton- 
ing for  Husayn's  martyrdom.  Islam  is  inherently  a 
tolerant  religion,  but  such  behavior  distresses  the  more 
rationalist  Sunnis,  who  view  it  in  much  the  way  many 
modern  Catholics  do  the  colorful  displays  put  on 
among  their  coreligionists  in  Calabria  or  Mexico. 


In  Persia  the  Shiites  acquired  a 
messianic  overlay  as  well.  In  878 
the  Twelfth  Imam  disappeared — 
went  into  hiding,  it  was  said,  to 
reappear  one  day  to  inaugurate  an 
era  of  truth  and  justice,  harmony 
and  prosperity.  The  Shiites,  too, 
went  underground  and  in  time  split 
into  four  factions,  one  of  which 
finally  surfaced  as  a  political  force 
in  1500  as  the  state  religion  of  Per- 
sia, now  known  as  Iran. 

Both  the  Sunnis  and  the  Shiites 
agree  on  the  fundamentals  of  Is- 
lam— the  one  God,  the  prophet, 
the  sacred  book,  the  various  ritual 
and  societal  obligations.  But  be- 
yond that  the  Sunnis  and  the 
Shiites  part  company.  The  Sunnis 
are  a  relatively  austere,  even  puri- 
tanical, sect,  more  rational,  less  au- 
thoritarian, less  dogmatic.  For  the 
Sunnis  it  was  enough  that  a  Mus- 
lim accepted  Allah,  the  prophet 

  and  his  traditions,  and  he  was  free 

to  interpret  his  religion  pretty  much  as  he  liked.  The 
Shiites,  on  the  other  hand,  for  as  long  as  the  Twelfth 
Imam  remained  hidden,  insisted  that  everyone  who 
claimed  to  be  a  Muslim  must  put  himself  under  the 
authority  of  a  holy  man — an  ayatollah.  So  Shiite  Islam 
created  a  clergy,  a  religious  hierarchy,  from  whom 
alone  salvation  could  come  and  who  wielded  enormous 
temporal  power. 

The  results  were  inevitable.  The  Sunni  religious  au- 
thorities were  absorbed  by  the  state — in  Egypt  they 
became  part  of  the  civil  service — but  the  Shiites  devel- 
oped a  tradition  of  opposition  to  the  state,  which  after 
all  owed  them  obedience.  In  1906  it  was  the  Iranian 
clergy  that  eventually  brought  down  the  government 
and  created  the  constitution  that  eventually  brought 
the  Shah's  father  to  power,  as  a  generation  or  two  later 
it  brought  about  the  fall  of  his  son. 

"When  the  Shiites  come  to  power,"  says  Yassin  El- 
Ayouty,  a  State  University  of  New  York  Arabist,  "they 
are  more  devastating  because  they  regard  the  punish- 
ment of  their  enemies  as  the  will  of  God,  and  the 
punished  may  regard  himself  as  a  martyr.  The  oppres- 
sor oppresses  in  the  name  of  the  faith,  and  the  op- 
pressed in  turn  accepts  that  oppression  in  the  name  of 
the  faith."  Hence  the  bloodbath  in  Khomeini's  Iran. 
Hence  the  danger  of  more  bloodbaths  elsewhere.— f.C. 
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Numbers  Game 


Tulsa  is 
Just 

Your 
Gup  of... 
Tee! 


When  you're  thinking  of  relocating,  you 
have  a  lot  to  consider.  Location, 
transportation,  labor  supply,  available  office 
space,  tax  advantages. 

So  why  is  Tulsa,  Oklahoma  talking  about 
golf 

The  fact  is,  Tulsa  has  more  to  offer  than  a 
40  hour  work  week.  We're  smack  dab  in  the 
heart  of  "Green  Country."  Tulsa's  Cedar 
Ridge  Country  Club  will  host  the  1983 
Ladies'  U.S.  Open.  Southern  Hills  Country 
Club,  host  to  the  1982  PGA,  is  rated  by  Golf 
Digest  as  having  one  of  the  nation's  "top  10" 
courses. 

When  it's  time  to  head  back  to  work,  you'll 
find  a  choice  of  fine  office  space.  One  that's 
in  suburbia,  a  stone's  throw  from  your 
favorite  course  Or  one  in  the  heart  of 
downtown,  with  plenty  of  room  to  putter 
around. 

Tulsa  is  one  of  the  Sunbelt's  fastest 
growing  cities.  With  wide  open  spaces  for 
work  and  play.  And  for  more  reasons  than 
we  can  go  into  here. 

So,  write  and  ask  us  about  Tulsa.  We  may 
be  just  your  cup  of  tee. 

For  more  information  on  office  space 
availabilities,  write  to  Rick  Weddle,  Economic 
Development  Division,  616  South  Boston, 
Tulsa,  Oklahoma  741 19  Or  call 
918  585-1201. 


1981  Economic  Development  Commission  of  Tulsa 

100 


Who  says  you  cant  have  it  both  ways?  In 
this  takeover  case,  the  SEC  says  you  can. 


Take  ^ 
your  choice 


By  Eamonn  Fingleton 

T|  HERE  ARE  TWO  WAYS 
you  can  look  at  the 
earnings  of  CGA  Com- 
puter Associates,  a  $20,  mil- 
lion (sales)  New  Jersey  com- 
puter software  marketer.  Ei- 
ther it  made  an  aftertax  profit  of 
$1,637,000  in  the  nine  months  to  Jan. 
31.  Or  it  lost  $396,000.  CGA  gives 
both  figures  on  its  income  statement 
with  SEC  approval. 

What  happened?  The  company  and 
the  government  regulatory  body  dis- 
agreed on  how  much  depreciation 
CGA  had.  The  company  preferred  a 
smaller  figure.  The  SEC  contends  it's 
drastically  understated. 

It  took  some  $800,000  in  legal  fees, 
but  CGA  President  Bernard  Gold- 
smith seems  to  have  backed  the  SEC 
into  a  corner.  The  regulators  won't 
admit  they  were  wrong,  but  they  can't 
completely  disprove  his  view,  either. 
The  solution?  A  compromise  (suggest- 
ed by  CGA's  lawyers)  in  which  both 
interpretations  are  reported  and  in- 
vestors can  take  their  choice. 

It  all  started  when  CGA  last  year 
acquired  another  software  company, 
Allen  Services  Corp.,  for  $19  mil- 
lion— getting  only  $1.2  million  in  net 
tangible  assets.  Goldsmith  contends 
the  premium  was  justified  because  Al- 
len had  built  up  a  huge  inventory  of 
software  that  was  not  reflected  in  the 
books.  The  reason:  Spending  on  de- 
veloping new  software  systems  is 
treated  as  research  and  development 
and  therefore  written  off  immediate- 
ly. Under  "purchase"  accounting, 
which  the  regulators  favored,  the  ac- 
quirer's books  should  be  written  up  to 
take  account  of  the  shortfall  between 


the  net  assets  and  the  pur- 
chase price.  In  this  case, 
CGA  had  to  book  $11.7  mil- 
lion of  the  $18  million  dis- 
crepancy as  software  and  the 
rest  as  goodwill.  This  $18 
million  would  then  have  to 
be  depreciated  over  its  useful 
only  five  years,  because  of  the 
pace  of  developments  in  computers. 

Goldsmith  planned  to  use  "pooling- 
of-interests"  accounting,  in  which  the 
acquiring  company  takes  the  new  as- 
sets on  its  books  at  their  old  values 
and  there  is  no  goodwill  to  depreciate. 
Normally,  you  can  use  pooling-of-in- 
terests accounting  if  you  pay  for  the 
acquisition  by  issuing  stock.  But  if  an 
acquiring  company  pays  cash,  pur- 
chase accounting  must  be  used. 

Goldsmith  thought  he  had  no  prob- 
lems because  he  had  arranged  an  all- 
stock  deal.  CGA,  which  trades  over 
the  counter,  nearly  doubled  its  total 
shares  outstanding  to  3.2  million  to 
finance  the  acquisition.  But  what 
muddied  the  water  was  the  insistence 
of  Allen  stockholders  on  several  con- 
ditions, notably  that  CGA  give  them 
cheap  loans  to  meet  the  tax  bills  they 
would  have  following  the  deal.  Some 
of  that  borrowing  would  be  secured  by 
CGA  shares.  The  SEC  viewed  this  as 
a  nonstock  element  and  contended 
purchase  accounting  was  required. 

Goldsmith  says  his  auditors  agreed 
with  his  position;  otherwise  he  would 
never  have  done  the  deal  that  way. 

But  why  didn't  the  SEC  have  the 
courage  of  its  convictions  and  go  all 
the  way — forcing  CGA  to  show  fully 
depreciated  numbers-  A  spokesman 
would  not  comment.  Confusing?  Says 
Ernest  Ten  Eyck,  a  partner  in  the 
Philadelphia-based  accounting  firm 


KlKBts  M'RIL  12.  l^s: 


Laventhal  &  Horwath:  "What  are  in- 
vestors supposed  to  make  of  two  sets 
of  figures?  In  intervening  in  this  case, 
the  SEC  assumed  the  role  of  guiding 
investors.  But  it  has  not  done  so." 


What's  in  a  phrase? 

Back  in  October  the  American  In- 
stitute of  Certified  Public  Ac- 
countants voted  9  to  6  to  abolish 
"subject-tos" — those  sentences  in  the 
auditor's  letter  that  say,  in  effect, 
some  numbers  in  this  report  may  be 
meaningless.  That  innocent-sounding 
phrase  has  led  to  losses  in  the  stocks 
of  companies  whose  reports  were  so 
tagged. 

Opponents  of  these  statements  ar- 
gue they  are  unnecessary  because  they 
only  refer  to  a  particular  footnote  al- 
ready in  the  annual  report.  Supporters 
counter  that  every  reader  of  footnotes 
can  use  a  little  guidance  from  the 
auditor  in  reading  the  fine  print. 

Well,  by  December  the  majority  in 
favor  of  abolishing  subject-tos  had 
shrunk,  so  that  an  interim  vote  turned 
out  8  to  7,  not  enough  to  pass  the 
proposition.  It  looked  as  if  subject-tos 
might  live  on  as  a  kind  of  warning  flag 
for  investors. 

Last  month  another  vote  was  tak- 
en. This  time  it  went  11  to  4  in  favor 
of  preparing  an  exposure  draft  on  abol- 
ishing subject-tos. 

What's  going  on  here?  Good  ques- 
tion, and  one  that  may  offer  some 
insight  into  the  part  of  accounting 
rulemaking  that  isn't  so  much  ivory 
tower  as  smoke-filled  room. 

Just  before  the  latest  vote,  advance 
copies  of  an  interview  with  SEC 
Chairman  lohn  Shad  appearing  in  the 
April  issue  of  the  Journal  of  Accoun- 
tancy were  handed  around.  In  the  in- 
terview, Shad  said  that,  on  balance,  he 
sided  with  the  anti-subject-to  faction 
for  all  the  standard  reasons. 

The  subsequent  swing  in  votes 
could  have  been  a  coincidence,  of 
course.  But  accountants  certainly  do 
care  what  the  SEC  thinks  of  their  self- 
regulatory  efforts.  The  last  time  the 
accountants  tried  to  do  away  with 
these  qualified  opinions,  in  1977,  the 
SEC  objected  and  the  initiative  died. 
Now  the  SEC  has  switched. 

Or  has  it?  When  the  AICPA  issues 
its  new  exposure  draft,  the  man  most 
likely  to  write  the  SEC's  comment 
letter  is  not  Shad  but  SEC  chief  ac- 
countant Clarence  Sampson.  And 
Sampson  recently  told  Forbes  that  he 
leans  toward  keeping  subject-tos  be- 
cause he  thinks  the  reader  needs  the 
information  they  convey. 

So,  the  decision  could  go  either 
way. — Jane  Carmichael 
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"I  used  to  think  you  only 
called  temporary  help 
services  for  secretaries." 

"Then  one  of  our  managers  heard  about  Western's  mar- 
keting people.  We  decided  to  try  them  as  coupon  distributors. 
And  you  know,  their  professionalism  helped  make  the  promo- 
tion a  success. 

"It's  really  advantageous  to  be  able  to  get  a  variety  of 
qualified  temporary  help  from  one  company.  Besides  the  con- 
venience, the  continuity  means  our  company's  requirements 
are  better  understood.  That's  why  we  depend  on  Western. 
They've  been  able  to  quickly  fill  every  job  order  we've  given 
them  so  far — for  clerks  and  secretaries,  marketing  people, 
security  guards,  quality  control  engineers,  warehouse  helpers 
and  accountants,  to  name  a  few." 

Jim  Murphy,  Account  Executive  for 
Coca-Cola  Bottling  Co.,  Oakland,  Ca. 


Western 

TEMPORARY  SERVICES 
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If  you're  a  multi-national 
corporation  doing  business  in  a  lot 
of  places  around  the  world,  chances 
are  you've  experienced  the  difficul- 
ties of  dealing  with  a  Tot  of  insur- 
ance policies  around  the  world. 

But  now  AIG's  Global  Accounts 
Department  can  neatly  tie  it  all 
together  for  you  into  one  ingenious, 
unified  program. 

The  Whole  Earth  Policy. 

What  it  means  is  one  master 
insurance  plan  with  all  U.S.  domes- 
tic and  overseas  risks  pooled 
together.  You  get  the  insurance  you 
need.  Where  you  need  it.Taii  -made. 


From  property  and  casualty  cover- 
age to  marine  and  aviation.  From 
kidnap  and  ransom  to  a  wide  range 
of  employee  benefits,  including  life 
and  pension  plans. 

What  it  means  is  real  economic 
benefits  associated  with  buying 
power.  Risks  are  considered  world- 
wide. Not  country  by  country. Thus, 
there  are  considerable  savings. 

What  it  means  is  that  your 
account  is  underwritten  as  a  whole, 
not  as  individual  risks. Therefore, 
you're  better  insulated  from  the 
inevitable  cycles  of  the  insurance 
business.  And  just  as  important  as 


what  The  Whole  Earth  Policy 
can  do,  is  what  it  won't  do. 

It  won't  give  you  costly  dupli- 
cations of  coverage.  It  won't  leave 
you  with  troublesome  inconsis- 
tencies in  protection.  And  it  won't 
saddle  you  with  costly  foreign 
exchange  losses. 

At  AIG,  global  insurance  isn't 
just  a  sideline.  Our  Global  Account 
Department  (the  only  one  of  its 
kind,  by  the  way,  in  the  industry 
today)  is  staffed  with  individuals 
who  have  a  vast  amount  of  knowl- 
edge in  their  field.  (They  average 
fourteen  years'  experience  in 


amercial  insurance.) 

What's  more, The  Whole  Earth 
zy  client  is  given  an  unprece- 
ted  amount  of  personal  service, 
h  and  every  multi-national  client 
isigned  its  own  AIG  Global 
ount  Manager  who  is  responsible 
ill  phases  of  the  account.  From 
original  planning  stages  to  the 
dling  of  claims. 

Worldwide,  our  offices  are 
laged  by  people  who  are  really 
ome  with  local  laws,  customs 
regulations. 


Incidentally,  no  other  Ameri- 
can insurer  has  more  offices  in  more 
countries  offering  more  kinds  of 
business  insurance  than  the  AIG 
Insurance  Companies. 

For  over  60  years  we've 
assured  optimum  protection  for 
our  clients  against  hurricanes, 
fires,  floods,  employee  fraud  and 
political  upheavals.  And  today  you'll 
find  us  leading  the  way  in  energy, 
pollution  and  all  types  of  property 
and  casualty  risks,  to  mention  a  few. 

For  more  information  about 


The  Whole  Earth  Policy,  contact  AIG, 
Department  A,  70  Pine  Street,  New 
York.  N.Y.  10270. 

Or  call  your  broker.  And  get 
your  world  in  a  nutshell. 

OnceAgain 

ElEANSWERlS 

AIG. 


Alti  (.'OMPANIhS:  American  Intematiimal  Underwriters,  American  Home  Assurance  Co.,  Commerce  and  Industry  Insurance  Co. .  Nam  and  Union  Fire  Insurance  C  '.t/mpany  i>)  Pittsburgh,  Pa. 
American  International  Life  Assurance  Co.,  Nirnh  American  Managers,  New  Hampshire  Insurance  Co,  and  over  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs 


Profiles 


Jack  Pratt  and  his  two  brothers  got  rich  on 
Dairy  Queens  and  hotels.  Now  they're 
gambling  big  on  casinos. 


Just 
country  boys 


By  Anne  Bagamery 

1[KE  HIS  LOOK-ALIKE, 
_  Johnny  Carson, 
I  Jack  Pratt  is  a  fresh- 
faced  son  of  the  Midwest. 
Also  like  Carson,  he  start- 
ed from  scratch  and  has 
made  himself  very  rich 
entertaining  others.  But 
Jack  Pratt  isn't  a  comedi- 
an or  a  television  host:  He 
runs  hotels  and  casinos. 
And  his  name  isn't  a 
household  word — al- 
though it's  known  to 
some  of  the  sharpest  oper- 
ators in  the  business, 
many  of  whom  have  shak- 
en his  hand  over  a  deal  in 
the  past  30  years. 

That  kind  of  unobtru- 
sive enterprise  has  made 
the  54-year-old  Pratt  a  ty- 
coon of  a  size  even  Texans 
envy.  Through  his  Dallas- 
based  company,  Inns  of 
the  Americas,  Jack  Pratt 
is  the  largest  franchisee  of 
Holiday  Inns  in  Latin 
America  and  second  larg- 
est in  the  U.S.,  with  19 
motels  producing  $105 
million  in  revenues  and  $4 
million  in  pretax  income. 
He  also  owns  60%  of  the 
Sands  hotel-casinos  in  Las 
Vegas  and  Atlantic  City 
(1981  revenues,  $165  mil- 
lion), a  hotel-casino  in  San 
Juan,  and  bits  and  pieces 
of  commercial  real  estate  in  Texas. 
His  net  worth  is  easily  $20  million, 
says  an  associate. 
But  Pratt  has  no  intention  of  stop- 


Inns  of  the  Americas'  Ed  and  Jack  Pratt 
"As  long  as  I  can  remember,  we  nev- 
er wanted  to  be  poor  again." 


ping  there.  Inns  of  the  Americas  is 
embarking  on  an  ambitious  three- 
year  expansion  plan  that  calls  for  con- 
struction of  27  La  Quinta  motels  in 
Mexico,  plus  3 1  Holiday  Inns  in  Texas 
and  Latin  America.  That's  over  $200 
million  in  construction,  projected  to 
bring  in  close  to  $150  million  a  year  in 
new  revenues  by  1985. 

There's  more.  Jack  Pratt  is  going 
fulltilt  on  plans  to  expand  Inns'  casino 
operations.  He  has  just  spent  $22  mil- 
lion to  remodel  his  Sands  hotel-casi- 
nos and  is  spending  most  of  his  time 
away  from  his  stark  Far  North  Dallas 
offices  scouting  new  properties.  Pratt 
says  he  will  finance  all  these  grand 
plans  through  joint  ventures,  limited 
partnerships  and,  perhaps,  a  public  of- 
fering. 

By  hoarding  almost  every  penny 
and  by  exploiting  flat  out 
the  wonder  concept  of 
franchising,  the  Pratt 
brothers— Jack;  Edward, 
58;  and  William,  52 — have 
built  a  premier  family 
business.  Jack,  who  con- 
trols 60%  of  the  voting 
shares,  strikes  the  deals  as 
chief  executive,-  Ed,  with 
30%,  handles  the  books 
and  day-to-day  oper- 
ations; and  Bill,  with 
10%,  handled  all  his 
brothers'  legal  work  until 
the  company  grew  too  big. 

Five  Pratt  offspring 
work  in  the  company.  But 
Jack  Pratt  is  not  building  a 
dynasty:  "None  of  the 
younger  generation  yet 
has  the  experience  to 
manage  the  size  company 
we  want  to  be,"  he  says. 
And  none  of  the  proper- 
ties he  builds  will  immor- 
talize his  name — some- 
thing of  an  anomaly  in  the 
lodging  business,  where 
Hiltons  and  Helmsleys 
reach  for  their  chisels 
whenever  a  new  stone  fa- 
cade goes  up. 

Jack  Pratt  just  thinks  of 
himself  more  as  a  busi- 
nessman than  as  the  na- 
tion's innkeeper.  "As  long 
as  I  remember,  we  didn't 
want  to  do  anything  in 
particular  except  be  suc- 
cessful," he  says.  "We  cer- 
tainly never  wanted  to  be  poor  again." 

To  the  Pratt  brothers,  sons  of  a  gro- 
cer in  Joplin,  Mo.,  poor  meant  going 
to  work  when  Jack  was  6  years  old 
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and  selling  newspapers  and  flowers  on 
street  corners  during  the  Depression 
to  earn  money  for  clothes.  By  the 
time  Jack  was  15,  he  and  his  brothers 
had  put  enough  aside  to  buy  a  dilapi- 
dated diner  on  Route  66  and  turn  it 
into  a  24-hour  truck  stop,  taking  turns 
flipping  hamburgers  by  night  and  fin- 
ishing high  school  by  day.  Within 
three  years  they  sold  their  $5,000  in- 
vestment for  $250,000,  allowing  Jack 
and  Ed  to  buy  their  parents'  rented 
house  and  send  Bill  to  college. 

The  Korean  War  interrupted  the 
Pratts'  business-building,  but  not  for 
long.  While  stationed  at  Mineral 
Wells,  Tex.,  an  inland  resort  town  50 
miles  west  of  Ft.  Worth,  Army  Ser- 
geant Jack  Pratt  ran  a  commercial 
laundry  near  the  base  and  supplied 
vending  machines  in  the  PX.  Just  after 
he  was  discharged  in  1954  he  noticed 
a  Dairy  Queen  franchise  for  sale.  It 
triggered  a  vivid  memory:  "We  knew 
the  family  that  owned  the  two  Dairy 
Queens  in  Joplin.  They  lived  in  one  of 
the  nicer  homes,  drove  nice  auto- 
mobiles and  their  children  went  to 
college.  I  used  to  think,  'My  gosh,  that 
has  to  be  a  fantastic  business.'  " 

Within  days  Jack  Pratt  had  drained 
his  $3,750  savings  for  a  down  pay- 
ment and  called  Ed  to  convince  him 
to  move  to  Texas  to  help  run  it.  As 
soon  as  Bill  finished  law  school  he 
joined  the  partnership  and  the  three 
brothers,  led  by  Jack,  built  a  network 
of  16  Dairy  Queens  around  Dallas  and 
Ft.  Worth. 

Thus  the  Pratts  learned  how  easy  it 
is  to  grow  a  chain — dessert  stands  can 
be  lucrative,  with  gross  profit  margins 
as  high  as  85%.  With  limited  opportu- 
nity to  reinvest  the  profits  in  expand- 
ing the  one  store,  the  obvious  attrac- 
tion is  to  open  another  store,  and  an- 
other. But  the  Pratts  also  learned  that 
management  matters:  In  order  to 
keep  those  gross  margins  coming 
down  to  the  bottom  line,  one  Pratt 
brother  needed  to  be  in  each  store  for 
several  hours  each  day,  watching  the 
cash  register  and  making  sure  low- 
paid  employees  literally  didn't  eat  the 
profits.  Jack  Pratt  found  he  couldn't 
control  costs  as  he  added  more  stores. 
By  1968  he  had  sold  them  all  off  for  a 
gain  of  $2  million. 

The  Dairy  Queens  had  served  their 
purpose:  The  Pratts  were  firmly  in  the 
Dallas  market,  and  the  cash  generated 
gave  Jack  the  wherewithal  to  dabble 
in  real  estate,  with  mixed  success. 
Through  it  all  the  Pratts  made  some 
powerful  friends — like  Sam  Wyly,  the 
entrepreneur  who  built  University 
Computing  Corp.  before  Jack  started 
selling  him  Bonanza  Sirloin  Pit  fran- 
chises in  1967. 


The  Parker  House.  Where  Boston's  most  memorable 
tea  parties  still  take  place  every  day. 


Other  Dunfey  Classic  Hotels: 
Berkshire  Place,  New  York, 
Ambassador  East,  Chicago; 
Royal  Orleans,  New  Orleans; 
and  Park  Lane,  London, 


Dunfey 
Classic  Hotels 

Creating  new  standards  in  the  art  of  hospitality 

For  reservations  call  your  travel  agent  or  800-228-2121. 


AMERICAS 
TOP  BUSINESS 
EXECUTIVES  FLY  E JA 


800-848-6436 

In  Ohio  call  800-282-6220 

mggm&m  executive 


AMERICAS  CORPORATE  AIRLINE 
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No  friendship  •  urned  out  to  be  more 

profitable   than   tin-  one  |.ic  k  I'r.ill 

struck  up  m  i°64  witli  Holiday  Inns 
founder  Kemmons  Wilson,  whom  he 

met  .it  ;i  developers'  conference  Be 
fore  the  conference  was  over,  Pratt 
talked  Wilson  into  granting  him  a 

Holiday  Inn  franchise  foi  Mineral 

Wells,  where  a  landmark  hotel  was 
being  torn  down  and  a  lodging  vacu 
Urn  loomed.  The  Mineral  Wells  Holi- 
day Inn  was  an  immediate  success, 
and  Wilson  soon  granted  him  several 
Dallas  suburbs.  By  I96K  Pratt  had  four 
I  lol iday  Inns,  throwing  oil  $]  million 
a  year  on  revenues  of  $15  million 

Rapid  expansion  has  been  the 
downlall  ol  many  a  franchisee,  bui  the 
Pratts  played  ii  sale  by  ceding  up  to 
ball  the  equity  in  theii  projects  al 
though  nevei  managemem  control 
to  outside  partners  They  have  also 
liberally  granted  equity  kickers  to 
lenders  in  return  foi  reduced  interest. 
Result:  Theii  debl  load  ol  about  $10 

million  is  mostly  at  rates  under  10%. 

Prati  insists  he  bad  another  advan 
tage — being  in  Texas,  with  its  under- 
standing banks  and  zoning  boards. 
Hut  lack  Prati  also  helped  (ate  along 
by  picking  up  some  ol  the  countrified 
shrewdness  thai  makes  Texans  formi 
liable  opponents  m  negotiation. 

C  ase  in  point  the  I  lol  iday  Inns 
franchise  foi  Mexico  When,  in  1068, 

be  broached  the  subjeci  with  Wilson, 
be  got  a  polite  but  firm  no.  The  parent 
company  warned  to  keep  thai  plum 
loi  itself.  Prati  bided  Ins  time  and 
latei  heard  thai  Wilson  had  uist  come 

bac  k  from  a  trip  to  Europe  bubbling 

about  the  possibilities  there  fack 

Prati  Hew  to  Memphis  and,  over 
Lunch,  made  Ins  move   "I  told  Kern 

mons  I  thought  Europe  bad  fantast  ic 
potential,  20  times  the  potential  ol 
Mexico,  and  it  appealed  to  me  thai 
the  parem  company  was  going  to 

have  to  pul  some  leallv  be.ivv  dollars 

inio  Europe  So  wbv  didn't  he  forget 
about  the  little  country  ol  Mexico  and 

leave  that  to  I  In  brothers?" 

Wilson  came  away  from  thai  talk 
thinking  the  brothers  from  Missouri 
could  build  motels  In  Mexico  fastei 
than  Loeb  Rhoades,  Stanley  Marcus 
and  some  of  the  otbei  big  names  in 
the  running    and  speed  is  important 

in  franchising,  where  the  faster  you 
build,  the  lasiei  revenues  flow  to  cov 

er  costs.  As  Wilson  puis  n  now:  "l:n 

trepreneurs  know  how  to  get  things 
done.  They  may  not  have  the  money, 
but  they  can  attract  it 

[b  line  up  the  capital  to  build  ten 
motels  in  five  years — the  deadline  in 
the  oi  iginal  franchise  deal  re 
cruited  wealthy  Mexicans  and  bank 
executives  he  bad  quietl)  I     i  culti 


vating  for  years,  offering  them  a  10% 
share  in  whichever  hotel  they  backed. 
He  also  relied  heavily  on  government 
financing.  Local  participation  meant 
two  things:  on-site  cost  controls  and  a 
smoothing  over  of  any  anti-imperial- 
istic feelings  from  the  locals. 

The  same  sort  of  bravado  at  the 
bargaining  table  that  won  Mexico  also 
won  the  Sands  in  Las  Vegas,  which 
the  I'ratts  and  two  partners  bought 
last  May  for  $85  million  from  the  late 
Howard  Hughes'  Suinma  Corp.  over 
competition  from  wealthier  and  more 
prominent  lodging  clans.  |ack  Prati 

bad  been  interested  111  gaming  since 

1980,  when  Holiday  Inns  bought  Har- 

rah's.  He  simply  convinced  Summa 

that  a  small  but  experienced  hotelier 
was  a  good  bet:  "Once  you  have  a 
basic  feel  for  a  people  business,  specif- 
ic (■xpert  ise  is  very  easy  to  acquire." 

Prati  put  thai  principle  to  work  in 

the  Brighton  in  Atlantic   City.  Last 

spring  he  bought  the  complex  tor  $M) 

million  from  (mate  Bay  Casino 
Corp.,  under  whose  management  it 
was  losing  over  $2  million  a  month. 
The  I'ratts  cut  the  work  force  in  halt, 
recruited  new  managers  (mostly  from 

c  laesarsl  and  rechristened  it  the-  Sands 


to  capitalize  on  Las  Vegas'  reputation. 
Jack  I'ratt  says  the  Sands-Atlantic 
City  is  already  in  the  black. 

Can  a  nice  family  from  Joplin  sur- 
vive in  a  business  dominated  by 
roughnecks?  Say  this  at  least:  They 
got  their  gaming  licenses  in  record 
time.  One  gaming  commissioner 
even  offers  a  backhanded  compli- 
ment: "The  worst  I  could  find  out 
about  them  in  my  background  check 
was  that  other  hotel  operators  hated 
them  for  stealing  their  best  people." 

lack  Pratt  doesn't  seem  to  fit  the 
part  of  a  big-time  gambler.  Indeed, 
he  sometimes  sounds  as  if  he  never 
left  Joplin.  One  minute  he  talks 
grandly  of  taking  Inns'  casino  oper- 
ations public  to  fund  expansion, 
then  he  wrinkles  his  forehead  in 
worry.  "You  know,  these  prospects 
can  be  scary.  After  we  sold  the  din- 
er, I  went  a  little  crazy  for  a  while, 
buying  two  cars,  fine  clothes.  I  blew 
a  king's  ransom  in  a  very  short 
time.  No  matter  how  much  time  it 
takes  you  to  make  money,  it  takes 
you  no  time  at  all  to  get  rid  of  it." 

Now,  honestly,  if  you  were  Kem- 
mons Wilson  or  Sam  Wyly,  could  you 
resist  that  kind  of  aw-shucksing?  ■ 


The  Streetwalker 


Like  lots  of  companies,  Eastman  Kodak 
will  have  a  bad  first  half  in  1982.  But  some 
analysts  are  focusing  further  out. 


Snap  judgments 
can  be  wrong 


By  Howard  Rudnitsky 


ii  iuaily  was  not  that  much  oi  a 
secret,  but  Eastman  Kodak  was  aim- 
ing foi  maximum  publicity.  Back  in 
February,  Kodak  Chairman  Walter 
I  alloc,  unveiled  the  company's  mueh- 
discussed  Pise  camera  and  film  sys- 
tem before  a  packed  audience  at  New 
York's  mi.  \  Plaza  I  lotel.  In  the  week 
before  the  announcement  was  made, 
Kodak's  stock  zipped  up  tour  points  to 


75%—  which  was  its  1982  high. 

The  audience  liked  what  it  saw. 
The  Disc — a  small,  lightweight  unit 
with  built  m  lifetime  flash,  taster  film 
speed  and  technologically  advanced 
lens  should  easily  displace  Kodak's 
current  1 10  Pocket  [nstamatic.  "It's  a 
very  good  product  at  iust  the  right 
tune,"  says  Peter  Endcrhn  of  Smith 
Barney.  "There's  been  nothing  new 
on  a  large  scale  in  years.  The  1 10  and 
Kodak's  126  cameras  are  very  mature 
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In  the  fast-changing  world  of  telecommunica 
,  Mitel  is  leading  the  way- creating  a  growing 
y  of  compact,  feature-rich  and  highly  competitive 
hone  switching  systems. 
The  success  of  Mitel  in  building  innovative  tele- 
communications systems  is  based  on  leading-edge 
chip  technology.  Mitel  designs  and  manufactures 
integrated  circuits.  And  many  of  them,  like  the 
products  of  the  Mitel  ISO-CMOS™  process,  are 
state  of  the  art  for  the  industry. 

Here  are  some  of  the  Superswitches™  created  by 
Mitel  expertise: 

The  SX-5™  A  communications  system  so  compact  it 
fits  into  a  briefcase.  It's  ideal  for  very  small  businesses 
or  even  some  large  homes. 

The  SX-10™  and  Super  10™  Technology  that 
speaks  for  itself- with  friendly  voice  synthesis.  They 
offer  exceptionally  high  traffic  handling  capability  for 
16  extensions  and  8  lines.  . 

The  SX-20™  It  lets  any  business  afford  and  enjoy 
the  sophisticated  features  normally  available  only  in 
large  communications  systems. 

L  The  SX-100/200™  These  are  the  most  compact 
I  full-capability  telephone  switching  systems  in  the 
■  world.  Both  are  designed  to  save  work,  space,  energy 
and  money. 

And  next...very  soon,  Mitel  will  launch  the 

SX-2000™  the  first  truly  integrated  digital  voice 

and  data  business  communication  system.  The 

SX-2000  will  change  the  way  things  work  in  the 

world  of  electronic  communications. 

For  more  information,  please  write  to: 

MITEL  INCORPORATED, 
5400  Broken  Sound  Blvd., 
Boca  Raton,  Florida.  U.S.A.  33431 
Telephone  (305)  994-8588 
510-953-7531 


Trademark  of  Mitel  Corporation 
opyright  1981  Mitel  Corporation 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  Supplement  and  the  Prospectus  to  which  it  relates. 


NEW  ISSUE  .  March  10.  1982 

$200,000,000 

Province  of  Manitoba 

(Canada) 

143/4%  Debentures,  Series  11H,  Due  March  15,  1997 

Principal  and  interest  payable  in  United  States  dollars  in  New  York  City. 


Price  98.25% 

plus  accrued  interest,  if  any.  from  March  15.  1982 


Copies  of  the  Prospectus  Supplement  and  the  Prospectus  to  which  it  relates  may  be 
obtained  from  any  of  the  several  underwriters,  including  the  undersigned,  only  in 
States  in  which  such  underwriters  are  qualified  to  act  as  dealers  in  securities  and  in 
which  the  Prospectus  Supplement  and  the  Prospectus  max  legally  be  distributed. 


The  First  Boston  Corporation 

Salomon  Brothers  Inc  Wood  Gundy  Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group  Richardson  Securities,  Inc. 

Merrill  Lynch,  Pierce,  Kenner  &  Smith  Incorporated 

Morgan  Stanley  &  Co.  Dominion  Securities  Ames  Inc.  Goldman,  Sachs  &  Co. 

Incorporated 

Atlantic  Capital    Bache  Halsey  Stuart  Shields    Bear,  Stearns  &  Co.    Blyth  Eastman  Paine  W  ebber 

Corporation  Incorporated  Incorporated 

Burns  Fry  and  Timmins  Inc.  Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  Lambert 

Incorporated 

Greenshields  &  Co  Inc  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb    McLeod  Young  Weir  Incorporated    L.  F.  Rothschild,  Lnterberg,  Towbin 

Incorporated 

Shearson/American  Express  Inc.        Smith  Barney,  Harris  Upham  &  Co.        UBS  Securities,  Inc. 

Incorporated 

Warburg  Paribas  Becker  Dean  Witter  Reynolds  Inc. 

A.G.  Becker 


systems."  Brenda  Landry  of  Morgan 
Stanley  is  also  enthusiastic:  She  fig- 
ures Kodak  will  sell  at  least  6  million 
Disc  units  in  1982  and  10  million 
more  next  year. 

Despite  the  anticipatory  euphoria, 
however,  Kodak  shares  have  since 
drifted  to  a  low  of  65%  and  are  now 
idling  at  just  below  70.  That's  a  multi- 


"Film  is  where  the  money 
is,"  Govatos  explains,  "and 
there  is  really  no  consumer 
product  quite  like  it.  Last 
year  Kodak's  amateur  film 
sales  were  about  $900  mil- 
lion, but  the  operating  prof- 
it was  nearly  $530  million." 
The  margins:  60%. 


pie  of  9  based  on  1981  earnings  of 
$7.66.  Part  of  the  reason  for  the  slump 
is  the  fact  that  analysts  expect  Kodak 
to  report  down  earnings  for  the  first 
half  of  1982  and  only  a  modest  gain 
for  the  full  year. 

Why?  Aside  from  the  general  eco- 
nomic malaise  and  the  likelihood  of 
foreign  currency  losses,  Kodak  faces 
heavy  startup  costs.  It  is  launching  a 
new  copier  overseas,  a  new  copier- 
duplicator  in  the  U.S.  and  a  major 
addition  to  its  Ektachem  medical  in- 


struments lme.  Then  there's  the  Disc 
camera,  which  will  get  the  support  of 
an  estimated  $80  million  promotion 
campaign. 

That  heavy  spending  and  the  world- 
wide recession  are  holding  Kodak's 
stock  price  down — and  if  the  decline 
continues  it  may  provide  a  buying  op- 
portunity. Some  Kodak  analysts  figure 
that  big  incremental  profits  from  the 
Disc  won't  start  rolling  in  until  1984. 
"Remember  that  when  the  Disc  sells 
it  cannibalizes  revenues  from  older 
products  at  first,  so  the  net  gains  ini- 
tially are  modest,"  explains  Ty  Gova- 
tos, an  analyst  at  Bache  Halsey  Stuart 
Shields.  "When  the  1 10  camera  was  at 
its  hottest  in  the  Seventies,  it  took 
five  years  for  film  sales  to  equal  those 
of  the  Instamatic.  It's  a  very  long  re- 
placement cycle  in  this  industry." 

Something  else  is  different,  too. 
Cameras  and  film  aren't  exactly  like 
razors  and  blades,  but  the  analogy 
isn't  too  far  off.  Kodak's  new  prod- 
uct makes  it  easier  for  people  to  take 
pictures,  and  the  company  hopes  to 
benefit  mightily  if  its  Disc  units  en- 
courage millions  of  eager  amateur 
photographers  to  snap  more  fre- 
quently. "Film  is  where  the  money 
is,"  Govatos  explains,  "and  there  is 
really  no  consumer  product  quite 
like  it.  Last  year  Kodak's  U.S.  ama- 
teur film  sales  were  about  $900  mil- 


lion, but  the  operating  profit  before 
taxes,  depreciation  and  interest  was 
nearly  $530  million."  The  margins: 
nearly  60%. 

That's  why  Kodak's  current  soft 
earnings  have  nothing  to  do  with  the 
potential  of  the  Disc — and  why  the 
real  profits  from  the  new  photography 
system  won't  come  rolling  in  imme- 
diately. So,  for  the  moment,  most  an- 
alysts are  trying  to  estimate  Kodak 
earnings  for  1983,  which  depend 
heavily  on  the  state  of  the  economy. 
Morgan  Stanley's  Landry,  however,  is 
talking  about  $12.50  per  share  in 
1984.  "Even  if  I'm  wrong  about  the 
timing  of  the  economic  recovery  and 
have  to  knock  about  a  dollar  off,"  she 
explains,  "Kodak's  profits  will  still  be 
heading  in  the  right  direction  over  the 
next  several  years  and  so  will  the 
stock  price." 

Govatos  adds,  "Kodak  has  enor- 
mous earnings  rebound  potential 
coming  out  of  a  recession  because  of 
its  industrial  equipment  lines  and  its 
chemicals  business.  Once  the  com- 
pany gets  enough  volume  to  overcome 
large,  fixed  selling  and  administrative 
costs,  much  of  the  incremental  gain 
rolls  right  to  the  bottom  line." 

The  stock?  Like  most  of  the  pros, 
he  thinks  that  the  lower  into  the  60s 
Kodak  sinks  the  better  long-term  buy 
it  is.  ■ 


CUMBERNAULD 

(in  American,that's*Two  Rivers") 


In  original  Gaelic,  Cumbernauld  means 
"the  meeting  of  the  rivers" — the  Forth  and  the  Clyde. 
Today  it  is  the  place  where  companies  meet  with  success! 
Because  we  offer  the  best  government-aided  financial 
incentives  to  set  up  your  business  ^G^^^ 
m  what  is  trul)  the  prime  position  C^ql  ^fe 
in  Scotland,  Britain  and  Europe,  l 

Ready-built  factories  and 
development  sites  are  available 
now  with  plenty  of  expansion 
opportunities. 

Our  young  and  adaptable  wort 
force  has  a  demonstrably  good  trac 
record.  You  can  get  good  people  at 
all  levels  and  skills  both  here  and 
from  anywhere  in  Britain  because  v 
guarantee  immediate  modern 
housing  for  your  workers  wherever 
they  come  from. 

And,  as  a  Development 
Corporation,  we  talk  your  kind  of 
business.  We  are  expert  at  dealing 


with  government  at  all  levels,  to  cut  the  'red  tape1 
After  all,  we've  relocated  over  35  foreign  companies  in 
Cumbernauld  already,  17  of  them  from  the  USA. 

Find  out  what  Scotland,  and  particularly 
Cumbernauld,  can  do  for  your  business.  Clip  and  post 
the  coupon  today  or  ring  Christine  Lewis  in  Charleston 
West  Virginia  on  (304)  346-7064. 

CUMBERNAULD 

^where  companies  meet  with  success 

Please  send  me  your  "Facts  and  Figures"  about  Cumbernauld. 
Name  .  .  I 


Company 
Address  _ 


Hps 


Position- 


Tel.  No  F 

Post  to: 

Tony  Harrild,  Cumbernauld  Development  Corporation, 
Cumbernauld  House.  Cumbernauld  Scotland  G67  3JH. 


Taxing  Matters 


Edited  By  Richard  Greene 


Ever  hear  of  BOP?  So  far,  the  courts  don  I  think  too  much  of  it. 
But  the  IRS  thinks  you  should  know  all  about  it  anyway. 


Skimscam 


By  Paul  B  Brown 


W'hen  John  Manning  met 
with  a  business  broker  in 
Phoenix  last  year,  he  indicat- 
ed he  wanted  to  buy  a  company  from 
which  it  would  be  possible  to  skim 
lots  of  income  tax-free.  The  broker 
said  he  had  just  the  business.  It  turned 
out  to  be  the  Acme  Meat  Co.,  owned 
by  William  and  Gladys  Jones. 

Eager  to  make  the  sale,  Manning 
later  said  under  oath,  Jones  showed 
him  two  sets  of  books  and  said  he  was 
skimming  "approximately  $40,000  a 
year  from  the  business  [that  was]  not 
included  on  the  corporate  or  individ- 
ual returns  filed  by  him." 

John  Manning,  as  you  may  have 
guessed  by  now,  was  an  undercover 
agent — a  special  operative  for  the  IRS. 
As  a  result  of  Manning's  work,  the 
taxmen  seized  Acme's  records,  and 
Jones  became  the  first  victim  of  the 
IRS'  ironically  named  Business  Op- 
portunities Project,  an  Abscam-like 
operation,  better  understood  by  its 
acronym  BOP. 

Unlike  Abscam,  BOP  could 
face  rough  going  in  the  courts. 
A  federal  district  judge  has  al- 
ready ordered  the  Jones  rec- 
ords returned  and  barred  use  of 
them  at  any  future  hearing  or 
trial.  The  agent's  "sneaky,  de- 
liberate deception"  violated 
Jones'  rights,  said  the  judge. 

But  the  IRS  says  it  is  press- 
ing on  anyway.  It  is  appealing 
the  Jones  decision  and  has  50  [ 
more  BOP  operations  under  j 
way.  Something  must  be  done,  ! 
say  the  taxmen,  about  the  un- 
derground economy.  Accord- 
ing to  one  IRS  estimate,  about 
36%  to  40%  of' the  income  of 


the  self-employed  is  never  reported. 
That's  a  guess  at  best,  but  there  is 
little  doubt  the  figure  is  in  the  tens  of 
billions  of  dollars.  Moreover,  says 
Thomas  Clancy,  director  of  the  IRS' 
Criminal  Investigation  Division,  the 
skimmers  don't  mind  talking  about  it 
if  they're  trying  to  sell  their  business- 
es. "We  find  that  sellers  are  quick  to 
tell  us,  'Here  are  my  books,  but  that's 
not  my  true  income.  These  books 
over  here  show  you  the  skim,'  " 
Clancy  says. 

BOP  is  not  aimed  at  the  corner  can- 
dy store  or  newsstand  dealer,  says 
Clancy.  "We  don't  want  little  busi- 
nesses," he  says.  "We're  looking  for 
substantial  tax  fraud.  I  won't  give  you 
a  dollar  amount,  but  in  the  Acme 
Meat  Co.  case  we're  talking  about 
skimming  $180,000  over  four  years." 

But  if  the  IRS  stings  are  supposed  to 
be  secret  undercover  operations,  why 


is  the  IRS  so  eager  to  talk  about  them? 
Says  Clancy:  "People  have  a  right  to 
know  what  we  do  here."  The  fact  is, 
of  course,  that  if  people  don't  know 
about  an  IRS  scam,  it  won't  do  much 
good.  It's  a  deterrent,  says  Robert  P. 
Ruwe,  director  of  the  IRS'  Criminal 
Tax  Division:  "If  no  one  knows  of  the 
possibility  of  being  caught  and  going 
to  jail,  we  lose  that  deterrence  effect." 

Good-bye,  albatross 

Overseas-based  Americans  have 
been  complaining  for  years  that 
the  U.S.  was  the  only  major  nation  to 
tax  its  citizens  abroad.  In  countries 
with  high  income  taxes  it  often  made 
no  difference,  since  foreign  income 
taxes  paid  were  deducted  from  U.S. 
taxes.  But  in  low-income-tax  coun- 
tries in  the  Middle  East  and  else- 
where, U.S.  taxes  had  a  big  impact. 

Starting  this  year,  U.S.  citizens  who 
live  abroad  can  take  a  $75,000  exclu- 
sion on  their  U.S.   income  taxes, 
which  will  rise  in  $5,000  steps  to 
$95,000  by  1986.  In  addition,  com- 
pany-provided   housing  that 
used  to  be  taxed  at  fair  market 
rental  value  is  now  largely 
nontaxable.  (However,  if  you 
choose  to  use  the  $75,000  ex- 
clusion, you  can  no  longer  take 
a  full  tax  credit  for  foreign  in- 
come taxes  paid;  you  get  only 
a  fractional  credit.) 

Here's  how  the  system  is 
changing.  Take  the  1981  in- 
come of  a  typical  middle-eche- 
lon employee  in  the  Middle 
East  who  might  make  $50,000 
a  year  in  the  U.S.  He  may  have 
got  a  $20,000  "premium"  to 
induce  him  to  leave  comforts, 
friends,  perhaps  family.  Tack 


no 
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Why  isTWA 
number  one  to  Europe? 

Have  a  seat  and  find  out. 


The  extra  inches  on  our  747 
business  class  seat  add  extra 
comfort  on  a  long  flight.That's 
one  of  the  reasons  we're 
number  one  to  Europe. 


Our  Ambassador  Class4"1  seat  is  the 
most  comfortable  business  class  seat 
to  be  had. 

There  are  only  six  of  them  across 
the  Ambassador  Class  cabin  on  all  our 
747s.  With  more  recline,  and  more 
legroom.  than  ever  before. 

181  481  181 

Fewer  seats  and  wider  aisles  add  up  to 
more  spaciousness  than  any  other 
business  class  cabin. 

But  our  seat  is  just  one  of  a  host  of 
reasons  we're  the  number  one  host 
across  the  Atlantic. 

Take  our  Royal  Ambassador5"1 
Service.  A  First  Class  that  sets  the 
standard.  With  free  cocktails,  assorted 
vintage  wines  and  brandies,  and  a 
range  of  entrees  presented  with  a  style 


of  service  that's  warm  and  personal. 

And  after  your  sumptuous  meal, 
you  can  lie  back  in  our  747  Sleeper- 
Seat?"1  It  stretches  out  when  you  do— 
the  length  of  three  full  windows.  Put 
your  feet  up  for  a  good  flight's  sleep. 

Consider  our  aircraft.  Only  747's 
and  L-1011's,  the  widebodies  people 
prefer.  We  fly  them  nonstop  to  more 
cities  in  Europe  than  anyone. 

We  offer  conveniences  on  the 


ground  too— like  Airport  Expressf  — ■ 


which  can  give  you  all  your  boarding 
passes  in  the  U.S.  So  you'll  get 
through  the  airport  faster  in  London, 
Paris,  and  other  European  cities. 

The  only  planes  we  fly  to  Europe  are  the 
■  widebodies  people  prefer  most— 
theL-1011and747. 


For  First  Class  travel,  our  747 
Sleeper-Seat  reclines  more 
than  ever — a  full 
f        60  degrees. 


Combine  all  these  reasons  with  a 
thirty-year  tradition  of  service  in  inter- 
national flight,  and  you've  got  TWA  to 
Europe. 

We're  the  number  one  choice  to 
Europe  for  the  seventh  year  i 
a  row.  We  just  wanted  you 
to  know  why. 

You're  going  to  like  us 


U.S.  STEEL  TAKES  A  STAND  ON  CLEAN  AIR. 


An  updated 

Clean  Air  Act 
can  mean 

healthy  air, 

healthy 


r 


ndustry  and 
more  jobs." 


The  Clean  Air  Act  urgently  needs  revision.  The  Act 
should  be  updated  to  encourage  rather  than  inhibit  industrial 
growth  without  impairing  continued  environmental  progress. 
No  one  can  deny  it  takes  a  healthy  producti  ve  economy  to 
assure  the  success  of  any  program  concerned  with  the  quality  of 
American  life. 

The  enactment  of  legislation  currently  before  the  Con- 
gress, the  Luken  Amendments,  will  revise  the  Clean  Air  Act  in 
a  manner  which  recognizes  both  the  need  to  protect  public 
health  and  the  need  for  economic  recovery.  This  bill,  introduced 
by  Congressman  Luken  (D-Ohio)  and  co-sponsored  on  introduc- 
tion by  Congressmen  Madigan  (R-I1L),  TVaxler  (D-Mich.),  Hillis 
(R-Ind.),  Dingell  (D-Mich.)  and  Broyhill  (R-NC),  has  strong 
bipartisan  support  because  of  its  balanced  approach  to  this  com- 
plex problem. 

The  steel  industry  is  proud  of  its  own  record  on  clean  air. 
At  United  States  Steel,  nearly  $1  billion  worth  of  air  pollution 
control  facilities  have  resulted  in  the  control  of  over  95%  of  our 
air  emissions.  There  has  been  substantial  improvement  of  air 
quality  in  areas  where  our  plants  are  located. 

But  studies  show  that  some  aspects  of  the  Clean  Air  Act 
are  delaying  industrial  development  and  the  construction  of 
badly  needed  energy  facilities  without  significant  air  quality 
benefits.  The  stifling  of  industrial  growth  cannot  provide  a 
stable  basis  for  a  healthy  economy  or  a  healthy  environment. 
Many  jobs— both  present  and  future— are  at  stake.  That's  why 
we  believe  a  properly  updated  Clean  Air  Act  is  in  the  best  inter- 
est of  all  Americans. 

We  join  many  concerned  Americans  in  urging  Congress 
to  enact  the  Luken  Amendments  which  update  and  streamline 
the  Clean  Air  Act  to  help  create  a  healthy  balance  between  eco- 
nomic and  environmental  goals. 

That's  what  we  think.  What  do  you  think? 

United  States  Steel 

600  Grant  Street,  Pittsburgh,  PA  15230 


A 


AMAREX 


WE  ARE  PLEASED  TO  INTRODUCE  NEW  MEMBERS 
ON  OUR  EXECUTIVE  MANAGEMENT  TEAM. 


R.  J.  STARRAK 

SENIOR  VICE  PRESIDENT 
OPERATIONS 


PETER  W.  McCOOK 

SENIOR  VICE  PRESIDENT 
ADMINISTRATION 


Amarex,  Inc.  and  its  subsidiaries  are  engaged  in  the  exploration 
for,  and  development  and  production  of,  gas  and  oil,  and  in  con- 
comitant financing  and  reporting  activities.  mr.  starrak  brings 

TO  US  30  YEARS  OF  EXPERIENCE  IN  THE  FORMER  AND  MR.  McCOOK  28 
YEARS  OF  EXPERIENCE  IN  THE  LATTER. 

P.O.    Box    1678      •      Oklahoma   Ciiy,    Oklahoma      •  73101 


Robertshaw's  new 
2616  Energy  Controller™ 
gives  smaller  buildings 
comprehensive  energy  management. 

Using  the  latest  solid  state  technology,  Robertshaw's  2616 
Energy  Controller™  provides  planned  energy  control  to  re- 
duce building  operating  expenses  for  up  to  16  electrical 
loads  while  monitoring  temperatures  to  maintain  desired  con- 
ditions. Included  are  such  cost-saving  controls  as  schedul- 
ing, electrical  demand  limiting,  duty  cycling,  and  optimized 
start  and  stop  times.  All  programmed  on  the  easy-to-use 
operator's  panel  or  optional  remote  terminal. 

This  versatile  energy  manager  yields  big  savings  for  a  fast 
payback  on  investment.  It's  one  of  over  10,000  Robertshaw 
controls  and  control  systems,  many  of  them  designed  for 
energy  efficiency.  For  details,  write  to  Robertshaw  Controls 
Company,  Dept.  CSF,  P.O.  Box  26544,  Richmond,  VA  23261. 
Or  call  804/288-3081.  Exports:  Call  Robertshaw  Interna- 
tional Sales  Company,  804/285-4161. 


The  Energy  Control  Company 


Taxing  Matters 

on  another  $15,000  or  so  for  housing, 
in  cash  or  in  kind.  So  far,  that's 
$85,000.  Now  add  a  so-called  gross-up 
of  $30,000  or  so,  specifically  to  com- 
pensate for  U.S.  income  tax  on  the 
premium,  on  the  housing  allowance 
and  on  the  gross-up  itself.  Total  pay: 
$115,000.  Total  tax:  maybe  $42,500. 
Net  pay:  about  $72,500. 

This  year,  that  gross-up  tax  com- 
pensation disappears.  Total  income 
goes  down  to  roughly  $85,000  (sub- 
tracting the  $30,000  gross-up).  The 
new  $75,000  exclusion  covers  virtual- 
ly the  total  income.  Result:  Last  year 
the  employer  was  reimbursing 
$30,000  of  a  $42,500  tax  bill;  this  year 
there's  no  employer  reimbursement, 


but  the  total  tax  bill  has  shrunk  to 
virtually  nothing — perhaps  only  a  few 
hundred  dollars. 

The  typical  employee  is  now  better 
off.  Some  employees  will  find  their  net 
pay  unchanged — their  employers  are 
taking  all  the  tax  savings  themselves. 
And  a  handful  of  employees,  who  habit- 
ually tax-sheltered  virtually  all  their 
income,  may  be  worse  off:  Their  net 
pay  shrinks  as  their  gross  does. 

Self-employed  Americans,  and 
those  who  work  for  small  or  foreign 
firms  that  have  no  tax-balancing 
plans,  get  the  full  benefit  of  the 
$75,000  exclusion  directly. 

But  the  biggest  effect  is  on  the  large 
companies  that  provide  tax-balancing 
plans — particularly  big  construction 
firms.  By  eliminating  the  expensive 
gross-up,  they  are  cutting  costs  over- 
seas and  will  be  able  to  employ  more 
U.S.  citizens  and  compete  more  effec- 
tively with  rivals  like  the  French,  Ger- 
mans and  South  Koreans. 

Some'critics,  Senator  William  Prox- 
mire  (D-Wis.)  among  them,  think  the 
break  for  Americans  overseas  is  un- 
fair. But  consider:  Americans  abroad 
pay  a  variety  of  foreign  taxes  for 
which  they  receive  no  offsetting  U.S. 
credit.  In  Europe,  for  example,  the 
widely  used  value-added  tax  (VAT)  is 
not  deductible  on  a  U.S.  tax  return, 
but  it  packs  a  wallop.  Just  ask  any 
American  in  Paris  who  has  paid  $7  for 
a  pair  of  socks. — John  R.  Dorfman 
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CPT  describes  word  processing  for 
large  companies-in  plain  English 


Your  word  processors 
must  be  able  to  do  much 
more  than  edit  text.  You  need 
a  system  that  can  store  vast 
amounts  of  information, 
"talk"  to  your  mainframe 
computer,  and  communicate 
with  other  word  processors 
miles  away.  CPT  explains 
how  these  things  work — and 
how  to  get  your  company 
started  right  away. 

To  a  large  corporation,  word  processors 
offer  much  more  than  faster,  more  accu- 
rate typing.  They  break  down  com- 
munication barriers  between  company 
departments.  And  they  solve  problems 
no  electric  typewriter,  or  even  some  com- 
puters, can  solve. 

CPT  word  processors  are  among  the 
most  advanced  to  be  found.  There  are 
four  to  choose  from,  ranging  from  the 
entry-level  CPT  6000  to  the  highly  department-s 
sophisticated  CPT  8100,  one  CPT  system 

of  the  most  powerful  word  directly  into  the 
processors  you  can  buy.  mainframe 

All  CPT  word  processors  comPuter" 
contain  their  own  intelligence,  and  can 
operate  independently  of  each  other. 
And  all  feature  CPT's  distinctive  black- 
on-white  video  display  screen 
and  plain-English  commands. 


Home  office 
—New  York 


CPT  word 
processing 
systems 
can  speed 
com  muni  cations 
within  the 
office — and 
between  offices. 


"We 
tie  our 


disks.  Then  up  to  eight  CPT  word  pro- 
cessors can  "share"  Word Pak  II  directly,  or 
an  unlimited  number  can  call  in  through 
telecommunications  lines.  All  eight  can 
interrogate  WordPak  II  for  the  same  piece 
of  information  at  the  same 
time— or  eight  different 
pieces  of  information. 

Long  distance 
reports 

CPT  word  pro- 
cessors can  also 
be  connected  to 
each  other,  to 
send  and  receive 
information 
quickly.  A  docu- 
ment can  be  sent 
cable,  tele- 


Building  a 
system 

Word  processors  can 
multiply  in  usefulness 
when  combined  into 
systems.  Unlike  many  o 
the  70-odd  makes  of 
word  processors  avail- 
able today,  CPT  word 
processors  are  designed 
to  work  together,  sharing  common  re- 
sources such  as  memory  and  com- 
munications links. 

Some  of  your  departments,  such  as 
Accounting  and  Marketing,  work  with 
vast  amounts  of  filed  information. 

A  special  CPT  mass  storage  device, 
called  WordPak  II,  can  store  up  to  24,000 
pages  of  this  information  on  hard  magnetic 


phone,  or  satellite  to  other  CPT  word  pro- 
cessors within  the  office,  and  around  the 
world.  So  cleanly  typed  originals  can  be 
delivered  in  minutes,  instead  of  days. 

"Talking"  to  computers 

Some  word  processors  are  so  advanced 
that  they  can  even  "speak"  the  electronic 
languages  of  mainframe  computers, 


public  data  networks,  photocopiers,  and 
typesetting  equipment. 

With  a  CPT  word  processing  system, 
you  can  actually  draw  information  from 
the  company  computer  to  prepare  a 
report,  instruct  a  typesetting  machine  to 
set  the  text,  and  have  a  photocopier 
make  a  dozen  copies— automatically! 

CPT  word  processors  perform  another 
function  unique  to  the  large,  multi- 
national company.  They  work  in  16 
different  languages,  including  Arabic. 

Free  booklet 

Obviously,  we've  only  touched  on 
word  processing  for  large  companies. 

CPT  has  just  published  a  detailed 
booklet  called  Word  processing 
systems  for  the  Fortune  500 
^company  —  A  special  report 
from  CPT.  Send  for  your 
.  free  copy  today. 


FS-1  5 

Mail  to:  CPT  Corporation 
P.O.Box  17 
Minneapolis,  MN  55440 


I  d  like  to  know  more  about  word  processing  systems 
for  large  companies  Please  send  me  your  free  book- 
let: Word  processing  systems  for  the  Fortune  500 
company—  A  special  report  from  CPT 
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U.S.  semiconductor  makers  are  fighting  a 
Japanese  challenge  not  to  technology  but 
to  profit,  which  leads  to  technology. 


Preemptive 
strike 


By  Kathleen  K.  Wiegner 

AMERICANS  ARE  CHAGRINED  tO 
find  the  U.S.'  highest-technol- 
i  ogy  industry — semiconduc- 
tors— seemingly  falling  behind  the  Jap- 
anese competition.  Computer  maker 
Hewlett-Packard  recently  announced 
that  it  was  buying  manufacturing 
knowhow  from  Japan's  Hitachi.  And  a 
worried  William  Norris,  chairman  of 
Control  Data,  called  together  21  ex- 
ecutives from  semiconductor  and 
computer  companies  to  warn  them 
that  only  "extraordinary  action"  could 
deal  with  the  Japanese  threat. 

Things  got  to  such  a  pass  that  an 
executive  of  Motorola,  one  of  the 
world's  leaders  in  semiconductors, 
was  asked  at  a  New  York  press  confer- 
ence if  the  technological  edge  had 
passed  irretrievably  to  Japan.  "Cow 
dung,"  or  a  word  close  to  it,  replied 
the  Motorola  man.  And  he  was  right. 

The  truth  about  the  semiconductor 
battle  with  Japan  is  that  it  is  not  about 
technology  at  all.  It  is  about  money.  In 
pushing  fast  into  the  market  with  a 
highly  advanced  semiconductor — the 
64-kilobit  random  access  mem- 
ory, or  64K  RAM — the  Japa 
nese  concentrated  their  at- 
tack on  a  segment  of  the 
$13  billion  (sale 
conductor 
memory  chips 
enormous  source  of  profit 
to  U.S.  companies.  To 
grab  their  estimated  70% 
market  share  in  64Ks, 
they  slashed  prices  so 
ruthlessly  that  even  they 
are  thought  not  to  be  mak- 
ing any  money  on  that 
part.  But  they  are  prevent- 
ing U.S.  companies  from 
recovering  the  3%  net 
margin  on  a  volume  prod- 


uct that  they  once  used  to  finance 
further  development. 

"By  buying  market  share  at  the  ex- 
pense of  profits,"  says  Jerry  Sanders, 
the  voluble  chairman  of  Advanced  Mi- 
cro Devices,  "the  Japanese  wiped  out 
hundreds  of  millions  of  dollars  in  prof- 
its that  U.S.  companies  could  have  put 
into  research  and  development." 

Look  at  the  numbers.  While  semi- 
conductor sales  for  U.S.  companies 
were  down  6%  last  year,  profits  fell  an 
average  60%.  That's  worse  than  dur- 
ing the  1975,  pre- Japan  recession, 
when  profits  fell  35%  on  a  20%  sales 
decline.  The  Japanese  assault  comes 
at  a  time  when  the  cost  of  scarce 
engineering  talent  and  sophisticated 
equipment  is  soaring. 

But  the  semiconductor  companies 
and  their  computer-maker  customers 
are  fighting  back.  One  thrust  is  to  band 
together  to  finance  R&D,  on  which 
semiconductor  makers  typically  spend 


C. D.T.I.  tA.  I.B.M.b.t.l. 


sales)  semi- 

business —  (  \j 
s — that  is  an  N-' 


10%  of  sales.  Twenty  semiconductor 
companies  and  users,  including  IBM, 
Intel  and  National  Semiconductor, 
have  formed  a  research  cooperative. 
Members  will  funnel  R&D  money  ($50 
million  by  1985)  to  select  universities 
for  basic  research  in  process  technolo- 
gy that  all  companies  will  then  share. 
Control  Data's  Norris  is  spearheading 
a  drive  for  semiconductor  and  comput- 
er companies  to  set  up  a  separate  joint 
research  corporation. 

Even  IBM  is  speaking  out:  "IBM 
has  an  interest  in  a  viable  semicon- 
ductor industry  in  the  U.S.,"  says 
Erich  Block,  IBM  vice  president,  tech- 
nical personnel  development,  who  is 
serving  as  interim  board  chairman  for 
the  research  cooperative.  The  leader 
in  computers  is  also  aware  that  Ja- 
pan's drive  for  semiconductor  preemi- 
nence is  but  a  step  toward  becoming  a 
powerful  force  in  computers. 

Elsewhere,  most  informally,  word  is 
passing  among  U.S.  users  of  semicon- 
ductors to  buy  from  U.S.  makers 
when  quality  and  price  are  compara- 
ble. And  the  U.S.  government  is  talk- 
ing of  semiconductor  competition  as 
a  national  security  issue  and  of  look- 
ing into  Japanese  pricing  practices. 

But  is  protectionism  the  last  refuge 
of  a  scoundrel?  Are  U.S.  electronics 
companies  uncompetitive?  Not  at  all. 
In  the  64K  RAM,  the  U.S.  is  expected 
to  capture  more  market  share  once 
companies  like  Intel,  Mostek,  Nation- 
al Semiconductor  and  Fairchild  Cam- 
era &  Instrument  join  Motorola  and 
Texas  Instruments,  now  the  only  U.S. 
suppliers.  The  U.S.  still  dominates  a 
number  of  key  technologies  such  as 
microprocessors,  logic  circuits  and 
ROMs  (Read-Only-Memory).  And  a 
plethora  of  startup  companies  are  fo- 
cusing on  such  segments  as  custom 
chips  and  gate  arrays  that  could  blos- 
som into  major  product  categories. 
As  usual,  the  entrepreneurial  U.S.  is 
pushing  the  frontiers  of  electronics 
technology.  But  U.S.  companies 
must  also  supply  the  commodity 
products  that  their  computer 
M  customers  need.  That  is  why 
i>^__  no  U.S.  semiconductor 
L-^r  ^  \  maker  is  deserting  mem- 
ory chips  (rather  as  De- 
troit once  left  "small" 
cars  to  the  Japanese). 

Why  did  Hewlett-Pack- 
ard— which  does  not  sell 
memory  chips — buy  Hita- 
chi's knowhow?  To  learn 
how  to  manufacture  in 
volume,  lowering  its  costs 
today  and  preventing  its 
products  from  being  un- 
dercut tomorrow.  It  pays 
to  be  vigilant.  ■ 
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BARCLAY    BARCLAY  + 


99% tar free. 


I  MG  TAB 


j 


77ze  pleasure  is  back. 

BARCLAY 


Warning:  The  Surgeon  Genera!  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Why  There; 

America': 


BECAUSE  WE'RE  LEADING 
THE  WAY  WITH 
EXPERIMENTATION. 

As  you  read  this,  Ford  Motor 
Company  experimental  vehicles  are  criss- 
crossing the  country  using  seven  different 
alternative  fuels.  Last  year  in  Brazil  37% 
of  all  Fords  sold  used  ethanol. 

Ford  Motor  Company  leads  the  auto- 
mobile industry  in  alternative  fuel  technology. 
Right  now  there  are  propane  powered 
Ford  Granadas  and  Mercury  Cougars 
available  to  fleet  buyers.  Propane  is  not  only 
cheaper  than  gas,  its  cheaper  than  diesel. 


BECAUSE  WE'RE  LEADING 
THE  WAY  WITH 
RESOURCES. 


The  Ford  family  of  affiliated  people 
is  400,000  strong,  and  lives  and  works  in 
thirty-one  countries  of  the  world. 

This  extended  family  supplied  the 
worldwide  design  and  engineering  coop- 
eration that  developed  the  successful  worlc 
cars,  Ford  Escort  and  Mercury  Lynx. 

Overseas  we've  outsold  General 
Motors  for  sixteen  years  in  a  row. 

Ford  Aerospace  &  Communica- 
tions Corporation  is  another  major  resouro 
which,  if  shown  separately,  would  rank  in 
the  Fortune  500. 

Forty-seven  satellites  that  have  been 
successfully  launched  have  been  built  by 
Ford  Aerospace.  Soon  two-thirds  of  all 
overseas  communications  will  travel  by  For 
Aerospace  built  satellites. 

So  will  almost  all  intercontinental 
television  programming. 


Ford  In 
liture. 


iECAUSE  WE'RE  A  LEADER 
IN  AERODYNAMICS. 

The  Mercury  LN7  is  one  of  the 
lost  aerodynamically  efficient  standard 
•roduction  cars  made.  The  Ford  Escort 
nd  Mercury  Lynx  have  less  wind  resis- 
ance  than  the  VW  Rabbit,  Plymouth 
Reliant,  Chevrolet  Citation  and  Chevette. 

In  Germany,  the  most  astounding 
ar  in  the  1981  Frankfurt  Auto  Show  was 
n  experimental  Ford,  the  Probe  III.  It  got 
be  best  press,  being  dubbed- "slippery 
s  a  futuristic  study  in  aerodynamics." 

Compare  the  Probe  III  to  most  '82 
European  models,  and  you  come  up  with 
very  different  shape  for  the  future.  You 
et  a  50%  reduction  in  drag  coefficient, 
?r  example,  which  conceivably  could 
^sult  in  a  27%  increase  in  fuel 
ficiency  at  higher  speeds. 


BECAUSE  WE'RE  LEADING 

THE  WAY  WITH  OUR 
FORD  ESCORT  AND  OUR 
F  SERIES  TRUCKS. 


Fords  F  series  of  light,  conventional 
trucks  outsells  every  other  car  line  or  truck 
series  sold  in  America.  And  they  have 
done  so  for  five  straight  years.  In  fact,  based 
on  manufacturer's  retail  deliveries,  we  had 
total  truck  line  leadership  in  the  1981  calen- 
dar year,  outselling  foreign  or  domestic 
truck  lines  for  the  fifth  consecutive  year. 

Our  Escort  was  the  best  selling 
compact  car  for  1981,  outselling  every 
Japanese,  every  German — every 
imported  car  line  in  America,  based 
on  manufacturer's  retail  deliveries 
for  calendar  year  1981. 

Is  there  a  Ford  in  America's  Future? 
What  do  you  think? 


There's  A  Ford  In  America's  Future. 
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When  you  have  a  question  on  a  bill,youH  get 
some  human  understanding. 


'fou've  got  the  Card. 


This  is  not  a  recording.  American  Express* 
Card  customer  service  telephones  are 
answered  by  real  live  people.  Sure,  the 
service  centers  are  equipped  with 
some  amazing  computers,  but  we 
count  on  our  people  to  be  equipped 
with  brains  of  their  own,  as  well.  So 
they're  expected  and  authorized  to  use 
their  judgement  and  initiative  to  solve 


billing  problems,  and  to  explain  the 
many  services  that  go  along  with  Card- 
membership.  To  answer  questions  or 
find  out  where  the  answers  are.  All  this 
to  be  done  as  quickly,  as  professionally, 
and,  of  course,  as  humanly  as 

Eossible.  So  when  you  need 
elp,  we'll  understand. 
Don't  leave  home  without  it.* 


AMERICAN  | 
■EXPRESS 


Why  Carpenter  Technology  is  betting  heav- 
ily on  steel  when  most  of  its  competitors 
are  shutting  down  mills  and  diversifying. 


Three  numbers 


Carpenter  Technology'  Corp.  President  Paul  Roeclel 
"We  were  flat  out  of  capacity." 


By  John  A.  Byrne 


CARPENTER  TECHNOLOGY  Corp., 
the  $571  million  (sales)  spe- 
cialty steel  maker,  recently  re- 
ported that  its  earnings  had  fallen 
34%,  to  $6.7  million,  on  a  15%  drop 
in  sales  in  the  second  quarter,  ended 
Dec.  31.  Further,  full-year  results 
would  fall  below  "prior-year  levels." 
Analyst  Joe  Wyman  of  Shearson/ 
American  Express,  among  others, 
slashed  his  earnings  estimate  from  $6 
to  $3.25.  Just  another  casualty  of  the 
recession  and  the  decline  of  the  U.S. 
steel  industry? 

Don't  be  too  quick  to  cast  Carpen- 
ter Technology  into  the  same  mold  as 
all  the  other  steel  companies.  Unlike 
most  of  its  steel  industry  colleagues, 
which  are  closing  and  selling  steel  op- 


erations and  diversifying,  Carpenter 
Technology  is  in  the  midst  of  a  mas- 
sive $400  million  capital  investment 
plan  that  will  boost  its  125,000-ton 
capacity  by  50%  in  five  years.  And 
there's  not  an  insurance,  oil  or  retail- 
ing concern  among  its  operations.  Nor 
will  there  be  any. 

Is  Carpenter  President  Paul  Roedel 
crazy  to  be  pouring  capital  into  steel 
when  most  of  his  competitors  are 
bailing  out?  "If  you  look  in  here," 
Roedel  replies,  picking  up  a  copy  of 
Carpenter's  annual  report,  "you'll  see 
three  numbers."  He  points  to  the 
company's  target  of  a  minimum  16% 
return  on  capital  employed,  a  divi- 
dend payout  of  40%  of  net  and  a  limit 
on  total  debt  of  25%  of  total  capital 
employed.  "We  can  continue  to  do 
that  with  this  expansion  program. 


Should  I  also  say  to  shareholders  that  I 
can  make  16%,  pay  you  40%  and, 
with  no  more  debt  leverage,  make 
Atari  machines?  I  wouldn't  know 
where  to  start." 

Roedel  speaks  from  bitter  experi- 
ence. In  the  late  Sixties  and  early  Seven- 
ties, Carpenter  branched  out  into  such 
things  as  electrical  components  and 
titanium,  following  the  prevailing  wis- 
dom that  steel  was  finished.  Return  on 
capital  sank  like  a  stone,  from  a  high  of 
18.2%  in  1966  to  a  mere  4%  in  1971. 
The  last  remaining  nonsteel  subsid- 
iary— glamorous  Gardner  Cryogen- 
ics— was  sold  off  in  1980.  Roedel,  who 
succeeded  Howard  Beaver  as  chief  ex- 
ecutive last  year,  promises  that  diversi- 
fication won't  ever  happen  again. 

Carpenter,  of  course,  isn't  your  or- 
dinary steel  producer.  The  company 
turns  out  more  than  450  specialty 
grades  of  stainless,  tool  and  alloy 
steels,  which  command  an  average 
$4,800-per-ton  price,  compared  with 
the  industry's  $450-per-ton  average. 
That  helps  protect  it  from  the  current 
round  of  price-cutting  now  whittling 
away  at  producer  margins. 

While  its  capacity  accounts  for  a 
puny  one-tenth  of  1%  of  the  100  mil- 
lion tons  of  steel  consumed  annually 
in  the  U.S.,  Carpenter  can  boast  a 
25%  share  of  the  high-margin  special- 
ty market  in  which  it  competes.  A 
dozen  other  U.S.  specialty  producers 
account  for  50%,  while  foreign  im- 
ports take  in  the  remaining  25%. 
That  helps  explain  how  Carpenter  has 
been  able  to  turn  in  a  superior  19.4% 
average  return  on  equity  over  the  past 
five  years  with  virtually  no  debt — and 
just  in  steel. 

Instead  of  moving  into  building  ma- 
terials and  appliances  like  Cyclops  or 
oil  like  Copperweld,  Carpenter's  di- 
versification strategy  has  been  to  seek 
out  yet  more  markets  in  specialty 
steel.  Instead  of  diversity  in  its  prod- 
ucts, Carpenter  has  sought  diversity 
in  its  markets,  from  oil  and  gas  explo- 
ration, electronics,  aerospace  and 
chemicals  to  the  more  cyclical  trans- 
portation and  industrial  machinery 
businesses.  Here  it  has  been  quite  suc- 
cessful. Carpenter's  largest  single 
market,  electrical  and  electronic 
equipment,  accounted  for  only  16%  of 
its  total  $571  million  sales  last  year.  In 
many  stainless  steel  product  lines, 
Carpenter's  specialty,  it  is  the  only 
producer.  Its  markets  include  steel 
made  for  such  end  uses  as  surgical 
implants,  springs  for  dispenser  cans 
and  ball-point-pen  tips. 

Unlike  competitors,  who  sell  main- 
ly through  independent  distributors 
that  stock  competing  products,  Car- 
penter sells  only  through  21  company- 
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owned  warehouses.  This  gives  Car- 
penter a  significant  marketing  edge 
because  its  customers  often  tell  the 
company  of  problems  that  result  in 
special,  custom  products.  Not  long 
ago,  for  instance,  an  oil  company 
asked  if  Carpenter  could  develop  a 
strong,  noncorrosive  and  nonmag- 
netic metal  for  deep-well  drill  collars. 
Carpenter  was  thus  able  to  identify 
yet  another  custom  market  for  itself. 

So  Carpenter  is  riding  the  current 
downturn  more  comfortably  than 
most  of  the  specialty  steel  competi- 
tion. The  industry  has  laid  off  more 
than  25%  of  its  26,000  production 
workers  thus  far,  compared  with  Car- 
penter's 6%.  Carpenter  also  is  run- 


ning its  plants  at  an  estimated  70%  to 
75%  of  capacity,  compared  with  an 
average  in  the  specialty  steel  industry 
of  just  50%. 

"As  long  as  the  tools  are  hanging 
together  you  can  make  money  in  this 
industry,"  says  Rocdel.  "The  problem 
comes  when  you  have  to  regenerate. 
Some  will  run  it  and  run  it  and  run  it 
until  they  decide,  'Oh,  no  good.  We 
might  as  well  throw  it  away  and  get  out 
of  the  business.'  You  see  it  happening." 
Not  at  Carpenter  Technology. 

"In  the  1979  and  1980  periods,  we 
were  up  to  here  in  our  core  business," 
says  Roedel,  jamming  his  right  hand 
up  under  his  nose.  "We  were  flat  out 
of  capacity."  That  led  to  the  commit- 


ment in  1979  to  launch  the  current 
$400  million  expansion  plan,  most  of 
which  will  be  financed  out  of  internal- 
ly generated  funds.  Unlikely  as  it  may 
now  seem,  Roedel  maintains  the  ex- 
tra capacity  will  be  needed  to  meet 
growing  demand  in  three  major 
areas — energy,  industrial  productivity 
and  human  needs,  such  as  human 
joint  replacements  and  advanced  sur- 
gical instruments — as  well  as  to  boost 
Carpenter's  own  share  of  the  specialty 
steel  market. 

In  the  meantime,  the  thought  of  all 
that  new  capacity  about  to  come  on 
stream  starting  next  year  is  guaran- 
teed to  keep  Carpenter  Technology  a 
particularly  hungry  competitor.  ■ 


We  have  met  the  enemy,  Dorsey's  John 
Pollock  decided,  and  he  is  us — or  should 
be.  That  was  a  shrewd  decision. 

A  draconian 
solution 


By  Thomas  Jaffe 

I'm  known  as  a  turncoat  in  the 
glass  container  industry,"  chuck- 
les Dorsey  Corp.  Chairman  John 
Pollock  in  his  slight  Mississippi 
twang.  Treason  may  yet  have  its  re- 
wards. In  1977  Pollock,  then  an  execu- 
tive vice  president  of  the  Chatta- 
nooga-based diversified  container 
company,  told  his  board  of  directors 
that  plastic  containers  were  here  to 
stay:  "Why  fight  it?  Let's  have  the 
courage  tobecome  the  enemy." 

The  directors  went  along  with  Pol- 
lock's plan  (and  promptly  elevated 
him  to  president  to  carry  it  out).  Cour- 
age it  took,  and  plenty  of  it.  At  the 
time,   glass  containers  repre 
50%  of  Dorsey's  revenues  and  p 
as  well  as  a  75-year  tradition.  (Thi  d 
Chattanooga  Glass  Co.,  in  fact, 
the  second  company  in  the  U.S 
manufacture  Coca-Cola  bottles.)  Nor 
was  Pollock  unaware  of  the  conse- 
quences. He  had  spent  27  years  in  the 
glass  business  and  came  to  Dorsey  in 
1975  after  running  Dart  Industries' 


highly  successful  Thatcher  Glass  divi- 
sion. So  he  knew  an  expanded  plastics 
operation  would  kill  the  glass  business 
by  cannibalizing  its  lucrative  markets 
for  soft-drink  bottles. 

That's  exactly  what  happened.  The 
glass  container  division,  which  had 
operating  profits  of  $9  million  on  rev- 
enues of  $113  million  in  1976,  was 
carrying  losses  of  $11.2  million  just 
three  years  later.  And  while  it  fin- 
ished last  year  in  the  black,  the  busi- 
ness— as  far  as  Dorsey  is  concerned — 
is  now  effectively  dead.  It  has  cost 
Dorsey  more  than  $5.5  million  in 
writeoffs  for  the  sale  or  shutdown  of 
antiquated,  inefficient  plants  since 
1976.  As  Pollock  gets  ready  to  bury 
the  body  this  year — he  is  currently 
negotiating  to  sell  the  company's  re- 
maining six  glass  factories  to  their 
managements  and  to  outside  inves- 
tors in  a  leveraged  buyout — the  final 
tab  could  cor . :  to  somewhere  around 
riteoffs.  This  year's 
writeoff  alone  may  be  $4  a  share,  or 
more  than  t  >  re  $3.50  the  com- 

pany earned  last  year. 


And  all  the  while,  the  plastics  divi- 
sion has  been  soaking  up  investment 
like  a  sponge — around  $100  million 
over  five  years. 

This  was  a  shrewd  decision?  Indeed 
it  was.  In  fact,  it  could  be  the  shrewd- 
est Pollock  ever  made.  Against  those 
painful  writeoffs,  Dorsey  will  prob- 
ably pick  up  about  $30  million  in  cash 
in  disposing  of  the  last  glass  plants 
this  year.  And  plastic  containers  will 
probably  account  for  up  to  70%  of 
Dorsey's  $500  million  in  expected 
1982  sales,  and  virtually  all  its  profits. 
The  2-liter  polyethylene  terephthalate 
(PET)  soft-drink  bottle  has  turned  into 
an  $800  million  market,  and  Dorsey 
now  has  an  estimated  30%  of  it,  out- 
stripping giants  like  Owens-Illinois, 
Continental  Group,  Hoover  Interna- 
tional and  Standard  Oil  of  Indiana. 

That  $30  million  will  come  in 
handy.  While  Dorsey's  $96  million 
(sales)  cargo  trailer  division  throws  off 
a  lovely  cash  flow  when  the  economy 
is  strong,  during  the  last  two  years  it 
has  been  in  the  red  and,  barring  an 
upturn,  is  expected  to  lose  money  in 
1982.  Meanwhile,  the  strain  of  the 
plastics  capital  expansion  program 
has  pushed  the  debt-to-equity  ratio  to 
0.43-to-l — even  after  a  million-share 
offering  last  year  that  raised  $25  mil- 
lion. (There  are  some  4  million  shares 
outstanding,  31%  of  which  are  closely 
held  by  former  Chairman  J.  Frank 
Harrison  and  the  estate  of  New  York 
investor  Louis  Yaeger.) 

Writing  finis  to  glass  this  year  also 
is  timely  because  Dorsey  faces  more 
competition  all  the  time.  In  1981 
price  discounting  among  2-liter  PET 
bottlemakers  cut  even  Dorsey's  mar- 
gins. Operating  profits  for  its  plastics 
containers  fell  some  24%.  But  H.  Ed- 
ward Schollmeyer  of  Paine  Webber 
Mitchell  Hutchins  believes  the  price- 
cutting  will  ease  in  1982,  and  Dorsey, 
as  the  low-cost  producer,  should  bene- 
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"Oh,  go  ahead,  Clarence,  indulge  yourself  . 
What  if  you're  ever  lost  in  the  North  Woods?''' 


Fascination  with  multiple-purpose  de- 
vices is  seldom  rewarded  with  truly  useful  prod- 
ucts. We  are  pleased  to  offer  an  exception:  the 
Kodak  Ektaprint  copier.  It  does  enormously  com- 
plex jobs  involving  automatic  collating,  stacking 
and  stapling.  It  can  also  make  a  single  copy  with 
equal  efficiency. 

Result?  Versatile,  productive,  easily  man- 
aged output.  The  Kodak  copier  does  more,  all  by 
itself,  than  a  Swiss  army  of  lesser  machines  all  over 
the  place. 

May  we  demonstrate? 


Write:  Eastman  Kodak  Company, 
CD2357  Rochester,  N.Y.  14650. 


Kodak  copiers.  Everything  they  do, 
they  do  well.  And  they  do  everything. 


fit  most.  Schollmeyer  estimates  the 
company  will  earn  $4.25  to  $4.75  a 
share  this  year  from  operations  minus 
the  glass  business. 

Still,  Pollock  can't  afford  to  stand 
pat.  So  far  PET  makers  have  had  trou- 
ble cracking  the  market  for  1  -liter  and 
half- liter  soft-drink  bottles.  The 
smaller  the  size,  the  more  effectively 
glass  can  compete  on  price,  because 
until  now  there  just  hasn't  been  high- 
speed machinery  except  for  2-hter 
plastic  bottles.  Also,  the  shelf  life  of 
soft  drinks  in  half-liter  plastic  bottles 
is  shorter  than  in  glass. 

The  answer:  Broaden  the  product 
line.  Pollock  will  be  pumping  some  of 
the  money  from  the  stock  issue  into 
new  applications  for  PET  in  the  bot- 
tling of  everything  from  wine,  liquor, 
mayonnaise  and  peanut  butter  to  anti- 
freeze and  paint.  He  hasn't  ruled  out 
an  acquisition  either,  perhaps  outside 
containers.  "Because  of  the  enormous 
growth  of  2-liter  plastic  bottles,  we 
have  concentrated  so  far  on  soft 
drinks,"  he  says.  "But  our  very  histo- 
ry will  tell  you  that  is  definitely  not 
the  way  to  go.  As  long  as  I'm  running 
Dorsey  we  won't  box  ourselves  in 
again."  It  takes  guts  to  mortally 
wound  your  biggest  division  in  order 
to  preserve  the  future  of  your  com- 
pany. But  it's  hardly  the  sort  of  deci- 
sion a  man  wants  to  make  twice.  ■ 


John  Pollock 
of  Dorsey  Cofp 
"As  long  as  I'm 
running  this 
company  we 
wont  box  our- 
selves in 
again." 


This  announcement  appears  as  a  matter  of  record  only. 

AGRIGEIMETICS  RESEARCH 
ASSOCIATES  LIMITED 

(A  limited  partnership  managed  by  a  subsidiary  of  Agrigenetics  Corporation.) 

$55,000,000 

of  limited  partnership  interests 

A  financing  to  sponsor  product-oriented  research  and  development  in 
cellular  and  molecular  biology  with  the  intent  of  creating  new  and  improved 
agricultural  crop  seeds,  hybrids,  varieties,  and  agrobiological  compounds. 


□ur  firm  structured  and  arranged  the  private  placement 
of  limited  partnership  interests. 

□ 

Oppenheimep  &  Go.Jnc. 

Member  New  York  Stock  Exchange 
New  York,  Chicago,  Ft.  Lauderdale,  Los  Angeles,  Houston,  London 

MEMBER  SIPC 


Puerto  Rico  gets  things  done  for  Intel  Cor 


"We  wouldn't  have  gone  to  Puerto 
Rico  just  for  the  tax  advantages. 
We  also  got  technically  trained 
people." 


Gordon  E.  Moore, 
Chairman-CEO  Intel  Corp. 


"A  lot  of  our  Puerto  Rico  prod- 
ucts involve  testing  and  some  debug- 
ging. Somebody  has  to  find  out  what's 
wrong  with  a  circuit  board,  and 
trouble-shoot  it. 

"That  requires  a  skill  level  that  we 
can  get  in  Puerto  Rico 


(Intel  Puerto  Rico 
opened  its  doors 
January,  1980  in 
Las  Piedras  with 
one  employee. 
Manufacturing 
space  will  soon  be 
doubled,  and  the 
workforce  will  swell  to  600.) 

"Our  start-up  plan  was  aggressive, 
but  very  successful. 

"The  surprise  was  no  surprises,  and 
that's  good  because  start-up  surprises 
are  usually  counter-productive. 
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"Every  product  we've  trans- 
ferred to  Puerto  Rico  is  made  ex< 
sively  there. 

"We've  been  burying  them 
new  products,  or  trying  to,  and  tl 
adapted  well  so  far. 

"This  past  October,  our  Pu< 
Rico  plant  had  the  best  perform 
schedule  of  our  seven  operations, 
ing  a  stable,  dependable  work  fc 
is  a  tremendous  advantage!'  , 

Puerto  Rico, U.S.  A.  I 

deal  second  home  for  American  hi 


^HMT  are  usually  counter-productive.  rheide; 

wfeget 

things  done 


Pablo  Rodriguez, 

President  and  General  Manager 

of  Intel  Puerto  Rico,  Inc. 


For  more  information:  write  us  on  your  company  letterhead.  Puerto  Rico  Industrial  Development,  Dept.  FB-25,  1290  Avenue  of  the  Americas,  New  York,  N.\ 
Or  call  us  toll-free:  (800)  223-0699.  Ask  for  Carlos  Marquez,  Deputy  Administrator.  In  New  York  State,  call  (212)  245-1200. 


SEND 
ALL 

CALLS 


The  Horizon  communications  system: 


Because 

opportunity  rarely 
rings  twice. 

A  prospective  customer  calls.  Your  line  is  busy.  Or  you've 
stepped  away  for  a  minute,  and  the  call  goes  unanswered. 

Chances  are,  you  won't  get  a  second  chance. 

Now  with  Bell's  Horizon®  communications  system  for  small 
businesses,  you  don't  have  to  worry  about  lost  calls.  If  you  can't  get  to 
your  phone,  the  system  can  switch  your  calls  to  someone  else's  office. 
Your  calls  can  follow  you  into  a  meeting  or  be  sent  to  a  phone  with 
a  paging  button. 

You  can  also  give  your  customers 
direct  access  to  your  sales  and  service 
people.  If  all  their  phones  are  busy,  the 
system  will  route  incoming  calls  to  a  pre- 
recorded announcement,  then  ring  the 
first  line  that's  free. 

The  flexibility  of  the  Horizon 
system  puts  you  in  command.  It  lets  you 
select— and  easily  change— the  individual 
features  your  business  needs  to  stay  ahead  of  competition. 

Today,  no  business  is  too  small  for  The  Knowledge  Business. 
Call  your  Bell  Business  Service  Center.  Give  opportunity  a  chance— 
the  first  time  it  rings. 


The  knowledge  business 


MERRIi  IYNCH  WHITE  WELD 


CAPITAL  MARKETS  REPORT 


THE  FACTS; 

By  focusing  on  industry  specifics, 
Merrill  Lynch  Economics  helps  200 
client  companies  make  better 
management  decisions. 

Economic  forecasting  is  an  art,  but 
at  Merrill  Lynch  Economics,  it's  never  art 
for  art's  sake. 

Our  whole  thrust  is  to  deliver— in 
a  timely  and  readable  way— detailed  data 
that  are  relevant  to  your  business. 

To  do  that  we've  emphasized 
strong  industry  backgrounds  in  selecting 
our  staff  of  economists.  So  they  under- 
stand business  problems  as  well  as  eco- 
nomic esoterica. 

And  perhaps  most  important,  they 
work  closely  and  constant1/  with  Mevrill 
Lynch  security  analysts— a  team  repeat- 
edly cited  by  leading  industry  polls  as 
the  top-ranked  in  the  business.  It's  a  key 
source  of  insight  into  what  makes  indi- 
vidual industries  tick. 

So  when  our  economists  sit 
down  with  you,  they'll  give  you 
relevant  information  that  can  help 
you  make  your  business  decisions— 
not  a  potpourri  of  indigestible  macro- 
economics. 

And  because  our  clients  are 
executives  with  companies  to  run- 
not  technicians  poised  over  time- 
sharing terminals— we've  developed 
an  unusual  ability  to  present  the 
essentials  in  a  hurry. 

Our  Business  Outlook/ Weekly 
Economie  Commentary  for  example, 
sums  up  in  four  extremely  readable 
pages  what's  going  on,  how  we  interpret 
it,  and  what  we  expect  to  be  going  on 
next  we.  k. 

What  it  all  comes  down  to  is  this: 
our  specialty  isn't  just  economics.  It's 
business.  At  Meirill  Lynch  Economics, 
we  speak  your  language. 

IF  YOU  THINK  THE  FACTS  ARE  IMPRESSIVE, 
WAIT  UNTIL  YOU  HEAR  THE  THINKING  BEHIND  THEM. 


THE  FIGURES: 

"Our  approach  to  assessing  the 
economy  is  pragmatic,  not  esoteric!' 

Albert  H.  Cox,  Jr.,  President,  Merrill  Lynch 
Economics  Inc.;  Jack  W.  Lavery,  Chief  Economist. 

"Our  people  are  particularly  sen- 
sitive to  the  things  that  our  clients  need 
to  know. 

"Our  paper  company  economist 
came  to  us  from  a  major  paper  com- 
pany. Our  top  automotive  specialist 
came  from  Ford. 

"We've  all  been  out  there  as  ana- 
lysts and  planners  and  economists.  And 
I  think  that  gives  us  an  edge  in  getting 
down  to  the  nitty-gritty  details  that  our 
clients  find  most  genuinely  useful." 


Merrill  Lynch 

Merrill  Lynch  &  (  ompany  Inc  ami  Affiliates 

A  breed  apart. 


)  1982  Merrill  Lynch  Pierce  Fennel  &  Smith  lnc  Member,  SIPC 
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Peter  O'Malley  doesn't  quarrel  with  his  players  on  television, 
doesn't  brawl  in  public  places  and  isn't  crazy  about  seeing  his 
name  in  the  papers.  What  kind  of  baseball  club  owner  is  that? 

The  most  valuable 
executive  in 
either  league 

the  club  itself  makes  each  year. 

How's  he  doing?  Drop  by  the  Los 
Angeles  ticket  office  and  ask  to  see  a 
Dodger  season-ticket  location.  For 
$486,  you  can  buy  a  quaint  little  spot 
by  the  foul  pole,  just  beyond  26,000 
other  seats  already  purchased  by  sea- 
son-ticket holders.  That's  $12  mil- 
lion up  front,  drawing  interest.  Cou- 
ple that  with  6,000  group  tickets 
sold  before  each  home  game,  plus 
1,000  advance-mail  tickets,  and  the 
Dodgers  will  draw  33,000  fans  a 
night  this  year  without  selling  an- 
other ticket  on  the  day  of  the  game, 
in  different  ways.  There  is,  notoriously,  the  "management  (Average  major  league  attendance  is  about  21,000.) 
by  tantrum"  style  of  George  Steinbrenner,  who  seems  to  Barring  earthquakes  or  economic  collapse,  the  Dodgers 
believe  the  game  is  played  in  a  sandbox.  His  idea  of  sound  may  draw  3.5  million  home  fans  this  year,  about  43,000  a 
player  relations  is  to  go  on  national  television,  as  he  did  game  (almost  all  of  them  at  night),  shattering  the  major 
last  fall  when  his  Yankees  lost  the  World  Series,  and  league  record  of  3.3  million  set  by — who  else? — the  Dodg- 
apologize  to  the  city  of  New  York  for  having  only  the  ers  in  1978.  They  also  own  the  second,  third  and  fourth 
second  best  of  baseball's  26  major  league  teams.  place  season-attendance  marks. 

California  Angels  owner  Gene  Autry  pretends  the  game  All  this  means  big  bucks,  at  least  by  sports  standards, 
is  a  hobby,  spending  freely  and  losing  millions.  There  is  Though  O'Malley  is  tight-lipped  about  finances,  the  best 
also  the  Wrigley  school,  of  course,  which  says:  Don't  even  guess  is  that  Dodger  revenues  run  about  $30  million  to  $35 
pretend.  Manage  your  club  as  if  it  were  a  stamp  collection,  million  and  that  pretax  income  is  in  the  $8  million  vicini- 
Last  year  the  Wrigley  family,  which  had  owned  the  club  ty.  Most  think  the  franchise  is  worth  at  least  $30  million, 
for  60  years,  had  mercy  on  Cub  fans  and  sold  the  team,  not  to  mention  the  real  estate  carried  on  tax  rolls  at  $32 
which  has  not  won  a  pennant  since  1945.  million.  When  Walter  O'Malley  died  in  1979,  he  left  it  all 

In  sharp  contrast  to  all  such  styles  is  the  strategy  em-  to  Peter  and  his  sister  Terry, 
ployed  by  Peter  O'Malley,  owner  of  the  Los  Angeles  Dodg-  Beyond  question,  the  quality  of  Dodger  baseball  is  a 
ers.  While  Steinbrenner  was  carrying  on  before  ABC  factor  in  O'Malley's  fortune.  In  the  past  decade,  while 
Sports  television  cameras  last  fall,  O'Malley,  whose  Dodg-  compiling  the  third-best  win-loss  percentage  among  base- 
ers  had  come  from  behind  to  lick  the  Yankees  4  to  2,  was  ball's  26  teams,  the  Dodgers  have  finished  second  four 
doing  everything  he  could  think  of  to  stay  out  of  camera  times,  third  twice  and  have  played  in  four  World  Series, 
range.  Standing  6  feet  tall,  with  the  healthy  glow  that  Important  as  it  is,  though,  winning  is  not  the  only  thing 
comes  of  a  lifetime  standing  in  the  sun  tracking  pop  flies,  in  running  a  profitable  sports  business.  The  Dodgers  are 
O'Malley  looks  big  enough  to  play  Steinbrenner's  game  of  the  best-run  franchise  in  all  of  baseball  because  of  a  lot  of 
uproar  and  confrontation.  But  O'Malley,  44,  winces  even  other  things  they  do  right.  Compare  Dodger  Stadium,  for 
at  personal  press  coverage.  A  University  of  Pennsylvania  example,  to  another  entertainment  success  on  the  West 
business-law  graduate  who  was  carefully  groomed  for  own-  Coast — Disneyland.  Dodger  Stadium  is  squeaky  clean, 
ership  by  his  father  and  predecessor,  the  late  Walter  beautifully  landscaped  and  rests  in  a  striking  setting.  As  at 
O'Malley,  Peter  runs  the  Dodgers  simply — astonishingly —  Disneyland,  Dodger  Stadium  attendants — even  in  the 
treating  baseball  as  a  business.  Unsubsidized  by  broadcast-  parking  lot — are  civil.  The  bathrooms  are  clean  and  safe, 
ing  profits  like  Autry,  say,  or  by  McDonald's  hamburger  There  is  a  touch  of  IBM  in  the  way  the  O'Mallcys, 
profits  like  San  Diego  Padres  owner  Ray  Kroc,  Peter  Walter  and  Peter,  have  built  an  organization — something 
O'Malley  maintains  his  ball  park,  pays  his  players  and  bigger  than  an  owner's  ego.  Walter  O'Malley  joined  the 
keeps  them  in  baseballs,  at  $3.50  apiece,  solely  on  what    Dodger  front  office  in  1943.  At  the  time,  after  53  years  of 


Baseball,"  the  late  Phil 
Wrigley,  chewing-gum 
magnate  and  owner  of  the 
hapless  Chicago  Cubs, 
once  observed,  "is  too 
much  a  sport  to  be  a  business  and 
too  much  a  business  to  be  a  sport." 
Scarcely  a  day  passes  without  a  bit  of 
news — a  club  demanding  tax  subsi- 
dies for  a  stadium  here,  a  seven- 
figure  salary  demand  there,  a  com- 
missioner berated  everywhere — that 
strengthens  Wrigley's  rueful  point. 

Club  owners  deal  with  the 
changes  wracking  the  national  game 


By  John  Merwin 
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struggle  in  Brooklyn  (whose  citizens  were  once  known  as 
"trolley  dodgers,"  hence  the  team  name),  the  club  was  near 
spiritual  and  financial  bankruptcy.  O'Malley  spent  the 
next  decade  rebuilding  Brooklyn  into  a  winner.  In  1958 — 
scathingly  denounced,  of  course,  in  the  New  York  press — 
he  moved  the  franchise  to  a  more  lucrative  market,  Los 
Angeles,  where,  12  years  later,  he  handed  it  over  to  Peter. 

One  business  lesson  Peter  learned  at  his  father's  right 
hand  is  the  value  of  team  press  coverage.  Years  ago 
Walter  O'Malley  occasionally  produced  off-season  head- 
lines by  creating  phony  holdouts — secretly  signing  impor- 
tant players  but  pretending  they  were  still  mad  as  hell, 
and  far  apart,  on  a  new  contract.  Under  Peter,  the 
Dodgers  have  since  refined  promotion  to  a  finer  art  form 
of  giveaways,  speeches,  sports  clinics  and  media  events. 
But  management  remains  stingy  about  home-game  televi- 
sion exposure,  passing  up  perhaps  $5  million  for  annual 
rights,  fearing  damage  to  home  attendance. 

The  $20  million  stadium  Peter  O'Malley  regularly  fills  by 
such  means  is  all  his,  free  and  clear,  the  only  major  league 
stadium  to  be  privately  financed  since  1923,  when  Colonel 
Jacob  Ruppert,  the  beer  baron,  built  Yankee  Stadium.  Real- 
izing that  his  surroundings  were  no  longer  the  grime  of 
New  York,  but  the  cleanliness  and  family  atmosphere  of 
Los  Angeles  and  Disneyland,  Walter  O'Malley  spent  more 
than  $1  million  landscaping  Dodger  Stadium,  planting 
olive  trees  and  palms  in  the  parking  lots  and  installing  a 
Japanese  garden  in  center  field,  backed  by  spectacular 
mountain  scenery.  Despite  attention  to  detail,  the  stadium 
opened  in  1962  without  water  fountains,  whereupon  the 
press  instantly  concluded  from  that  fact  that  it  was  an 
O'Malley  plot  to  sell  more  beer.  Not  so,  the  Dodger  organi- 
zation has  always  maintained.  But  it's  beyond  argument 
that  Peter's  father  knew  how  to  pinch  a  dime  and  was  a 
tough  negotiator,  the  kind  of  guy  who  could  go  into  a 
revolving  door  behind  you  and  come  out  in  front. 

In  any  organization,  on  the  field  or  off,  stability  counts. 
Of  225  executives  and  staff  in  the  Dodger  front  office, 
many  have  been  with  the  team  for  two  to  three 
decades,  a  few  over  40  years.  Turnover  is  almost  nil,  even 
in  the  secretarial  ranks. 

That  pattern  is  matched  on  the  ballfield.  Take  Walter 
Alston,  who  managed  the  Dodgers  for  23  seasons.  "When 
we  had  a  poor  season,  they  didn't  panic.  I  still  had  my  job," 
Alston  recalls.  "When  we  had  a  good  year  and  won  the 
World  Series,  though,  I  didn't  push  too  hard  [on  salary]." 
Alston  was  succeeded  by  Tom  Lasorda,  who  has  spent  33 
years  with  the  Dodgers.  Contrast  that  stability  with 
George  Steinbrenner,  who  has  fired  eight  managers  in  just 
eight  years. 

"Baseball  was  my  father's  only  business,"  says  Peter 
O'Malley.  "I'll  bet  every  time  on  the  shop  owner  who 
comes  early  and  stays  late  to  mind  his  store."  The  value  of 
that  single-mindedness — financial  and  otherwise — is 
shown  in  the  steady  flow  of  young  players  pulsing  through 
the  Dodger  organization.  "During  the  strike,"  O'Malley 
remarked  earlier  this  month  at  Vero  Beach,  the  huge 
Dodger  training  complex  in  Florida,  looking  out  on  120 
athletes  gamboling  there,  "we  cut  back  on  almost  every- 
thing. But  we  didn't  cut  a  dime  from  scouting  and  minor 
leagues."  IBM  calls  it  R&D.  The  Dodgers  call  it  "player 
development." 

Most  major  league  teams,  their  minor  league  farm  sys- 
tems ravaged  by  television  decades  ago,  no  longer  support 
big  scouting  staffs.  They  rely  on  "The  Bureau,"  a  shared 
scouting  pool  headquartered  at  Newport  Beach,  Calif. 


Dodger  President.  Peter  O'Malley  at  Vero  Beach,  Fla. 

"You  cant  survive  outbidding  others  for  free  agents. 
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which  distributes  tips  on  young  ball  players,  who  then  are 
further  evaluated  by  individual  teams'  own  (skeletal)  scout- 
ing staffs.  The  Dodgers,  in  contrast,  maintain  24  full-time 
and  22  part-time  scouts  who  scour  the  U.S.  and  Latin 
America  looking  for  potential  stars.  It  costs  a  pretty  pen- 
ny—some $3  million  a  year,  according  to  one  well-in- 
formed source — and  produces  about  three  new  major  lea- 
guers a  year,  costing  the  Dodgers  about  $1  million  per 
success.  But  at  a  time  for  baseball  when  even  mediocje  free 
agents  can  command  several  hundred  thousand  dollars  in 
open  bidding,  there's  a  lot  to  be  said  for  the  Dodger  way. 

The  Dodgers  jumped  into  the  free-agent  market  one 
time  several  years  ago  and  got  burned  badly,  paying  $5 
million  for  two  pitchers  who  bombed  out  that  year.  O'Mal- 
ley  says  he  won't  make  that  mistake  again.  "You  can't 
survive  as  an  owner-operator  if  you  think  you're  going  to 
outbid  other  teams  for  free  agents,"  he  says.  "I  think  Gene 
Autry  has  spent  more  money  on  free  agents  and  in  trades 
than  anybody,  and  he  hasn't  won  a  pennant  yet.  If  Autry 
had  spent  half  that  money  on  minor  league  development 
he'd  have  been  better  off." 

Incubation  takes  place  at  the  Dodger  training  camp  in 
Vero  Beach,  a  town  where  the  local  7-Eleven  sells  12  kinds 
of  chewing  tobacco.  The  "Dodgertown"  grounds  them- 
selves— 450  acres,  holding  three  diamonds,  lockers,  show- 
ers, cafeteria,  pressroom  and  broadcast  studios — have  no 


equal  in  baseball.  Dodgertown  also  has  swimming,  tennis, 
golf  and  fishing  facilities,  making  it  the  Club  Med  of 
spring-training  camps.  But  it's  the  intangibles  at  Vero  that 
say  much  more  about  the  Dodger  success  formula. 

Under  the  great  Branch  Rickey,  who  pioneered  tal- 
ent-raising techniques  at  the  St.  Louis  Cardinals 
before  he  came  to  Brooklyn  in  1943,  the  Dodgers 
were  the  first  major  league  team  to  bring  both  major  and 
minor  leaguers  together  in  one  camp,  allowing  minor 
leaguers  opportunity  to  steep  themselves  in  Dodger  tradi- 
tion. A  youngster  coming  into  camp  from  a  farm  club  not 
only  has  a  chance  to  eat,  talk  and  play  with  current  stars, 
he  also  has  an  opportunity  to  visit  with  Dodger  legends. 
Sandy  Koufax,  Roy  Campanella  and  Walter  Alston  spend 
each  spring  with  the  Dodgers,  and  while  they  can  help 
young  players  improve  their  skills,  the  intangible  transac- 
tion is  even  more  important.  Young  players  can't  help  but 
notice  that  the  Dodgers  stick  with  men  who  have  contrib- 
uted to  the  team's  legend,  particularly  in  the  case  of 
Campanella,  whose  brilliant  career  as  a  catcher  was 
snuffed  out  by  a  near-fatal  auto  accident.  That  builds 
loyalty.  Perhaps  it's  no  surprise,  then,  that  when  the  1982 
Dodger  season  begins  on  Apr.  6,  most  of  the  starting 
players  on  the  roster  will  be  men  who  have  spent  their 
entire  careers  with  the  organization — a  rarity  in  baseball's 
have  glove  will  travel  atmosphere. 


Secret  (and  highly  visible)  weapon 


Broadcaster  Vince  Scully 


A few  years  ago  somebody 
ran  a  poll  to  choose  the 
most  popular  Dodger.  The 
winner  wasn't  even  in  uni- 
form. He  was  the  team's  net- 
work play-by-play  announc- 
er, Vince  Scully. 

By  radio  KABC  and  televi- 
sion KTTV,  Scully  has  taught 
the  game  to  an  entire  genera- 
tion of  Angelenos,  many  of 
whom  had  never  seen  major 
league  baseball  before  the 
Dodgers  moved  to  California 
in  1958,  just  when  the  tran- 
sistor radio  craze  hit.  By  the 
tens  of  thousands  fans 
pressed  radios  to  their  ears  as  Scully  skillfully  laid  out 
the  game  below.  • 

The  transistor  radio  phenomenon  scaled  unparalleled 
heights  one  night  when  Scully  noticed  it  was  umpire 
Frank  Secory's  birthday.  "On  the  count  of  three,"  Scully 
said  over  the  airways,  "let's  sing  'Happy  Birthday'  to 
the  second  base  umpire."  With  Scully  leading,  the  Coli- 
seum reverberated  in  song.  Secory  nearly  fainted. 

Once  Scully  even  tried  his  managerial  skills  from  the 
broadcast  booth.  The  game  was  the  last  of  the  1965 
season.  The  Dodgers  had  clinched  the  pennant  the 
night  before.  Midway  in  that  last  game  Dodger  Manager 
Walter  Alston  phoned  Scully  from  the  dugout  and  told 
him  to  take  over.  Scully  noted  that  Ron  Fairly,  the 
Dodger  runner  on  first,  was  a  player  who  on  a  good  day 
ran  as  if  he  were  in  slow  motion.  On  this  day  Fairly  was 
badly  hung  over  from  the  previous  night's  celebration. 
Scully  advised  his  listeners:  "Watch  Ron  Fairly's  double 
take  when  he  sees  the  third  base  coach  flash  the  steal 
sign  I'm  ordering."  Fairly  did,  and  the  crowd  roared. 


Fairly  took  off  on  the  next 
pitch,  which  was  fouled 
away,  so  it  took  a  second 
Scully  steal  sign  to  move 
Fairly  to  second  base,  on  a 
dropped  pitch. 

Scully  joined  the  Dodgers 
in  1950  as  a  21-year-old  kid 
fresh  out  of  Fordham.  The 
Dodgers  were  looking  for  a 
third  announcer  to  comple- 
ment Connie  Desmond  and 
Red  ("They're  tearin'  up  the 
pea  patch")  Barber.  He  made 
$5,000  his  first  year.  Scully 
became  the  team's  lead  an- 

  nouncer  in   1955  and  has 

been  an  institution  ever  since.  Today  he  lives  in  posh 
Pacific  Palisades  near  President  Reagan's  former  home, 
and  tools  to  work  in  a  Cadillac. 

One  secret  to  Scully's  success  is  his  appeal  to  adult 
female  Dodger  fans,  who  make  up  an  unusually  high  30% 
of  the  stadium  crowd.  Late  in  tight  games  Scully  often 
describes  emotions  of  a  Dodger  wife  sitting  below  watch- 
ing her  husband  at  bat.  "It's  like  Tom  Wolfe's  story  of  the 
space  program,  The  Right  Stuff,"  Scully  resonantly  intones, 
making  no  apologies.  "Wolfe  wrote  a  lot  about  the 
astronauts  in  that  book,  but  he  also  wrote  an  awful  lot 
about  their  wives." 

One  woman  who  will  always  remember  Scully  is  a 
grateful  Los  Angeles  housewife  whose  husband  was  a 
dedicated  Scully  listener.  "My  husband  is  a  postman  who 
gets  up  early,  so  he  sometimes  falls  asleep  at  night 
listening  to  the  Dodger  game,"  she  wrote  Scully.  "The 
radio  is  on  his  side  of  the  bed,  so  to  turn  it  off,  I  have  to 
crawl  across  him.  ...  I  want  you  to  be  the  first  to  know 
that  we're  expecting  our  third  child  in  September. " — J.M. 
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Our  most  elegant  and  prestigious 
uick,  the  Electra  Park  Avenue,  is 
Blling  right  and  left. 

Perhaps  because  of  the  way  it  so 
eftly  serves  such  divergent 
onstituencies. 

On  the  one  hand,  for  instance,  it 
ives  you  the  choice  of  two  efficient 
Drms  of  power.  A  4.1  liter  V-6  or  a  5.7 
ter  diesel.  The  EPA  diesel  estimates 
re  shown  here. 


5.7  liter  diesel  V- 

8 

EST.  HWY.               EPA  EST.  MPG 

36 

22 

Yet,  while  taking  this  hard  line  on 
economic  issues,  it  is  . 
extremely  soft  on  human 
rights.  To  wit:  items  like 
power  seats,  power  steering, 
power  windows,  power 
door  locks,  even  air 
conditioning  are  standard.    ~n. ) 


The  luxurious,  economical  new 
Buick  Electra  Park  Avenue.  For  people 
who  feel  strongly  both  ways. 

Use  estimated  MPG  for  comparison.  Your 
mileage  may  differ  depending  on  speed,  dis- 
tance, weather.  Actual  highway 
mileage  lower.  Estimates 
lower  in  California.  Some  Buicks 
are  equipped  with  engines  pro- 
duced by  other  GM  Divisions, 
subsidiaries,  or  affiliated 
companies  worldwide.  See 
your  Buick  dealer  for  details. 


Wouldn't  you  really  rather  have  aUuick? 


The  care  and  feeding  of  these  athletic  talents  normally 
resembles  sound  practice  in  animal  husbandry.  Like  dairy 
cows  or  laying  hens,  players  are  pampered  in  their  primes, 
and  when  the  curtain  falls  on  a  career,  they  are  usually 
disposed  of  as  quickly  and  quietly  as  possible.  Often  that's 
not  the  case  in  Los  Angeles.  For  instance,  some  years  ago 
Peter  O'Malley  learned  that  a  Los  Angeles  pawnshop  had  a 
Dodger  World  Series  ring.  O'Malley  dashed  over  and  re- 
trieved the  ring,  which  belonged  to  Don  Newcombe,  a 
Dodger  pitching  hero  of  the  1950s.  O'Malley  tracked  New- 
combe down  and  brought  him  back  into  the  organization. 
Today  he  heads  the  team's  community  relations  depart- 
ment. Last  season  the  Dodgers  steered  a  25-year-old  pitch- 
er, Bob  Welch,  into  an  alcohol  rehabilitation  program. 
Welch  eoauthored  a  book  on  the  experience  and  today  is 
pitching  better  than  ever.  It  takes  nothing  away  from  the 
decency  of  such  gestures  to  observe  that  attention  to 
player  morale  also  makes  business  sense. 

The  Dodger  organization  looks  after  wives  and  children, 
too,  with  special  care.  While  most  teams  provide  transpor- 
tation to  spring  training  only  for  players  and  employees, 
the  Dodgers  also  fly  wives  and  kids  to  Dodgertown.  While 
their  husbands  are  getting  their  weight  down,  wives  enjoy 
free  tennis  lessons,  aerobic  dancing  classes,  golf  and,  this 
spring,  a  trip  to  the  Bahamas.  The  kids  even  get  a  Dodger 
"Christmas"  party  in  March. 


The  Dodgers  offer  another  perk  no  other  team  enjoys — 
their  very  own  Boeing  720,  worth  a  couple  of  million 
dollars  when  O'Malley  bought  it  in  1970.  While  other  ball 
players  spend  hours  in  airports  waiting  for  planes,  perhaps 
drinking  too  much,  the  Dodgers  climb  aboard  promptly 
after  a  game  and  fly  out.  "It's  our  secret  weapon,"  smiles 
O'Malley,  who  pays  dearly  for  the  privilege  of  wielding  it. 
The  average  major  league  club  budgets  between  $600,000 
and  $800,000  a  season  on  travel  and  lodging.  Because  of 
the  plane  the  Dodgers  are  spending  more  but  think  it's 
worth  it.  All-star  first  baseman  Steve  Garvey  swears  the 
plane  is  "worth  two  or  three  extra  wins  a  year" — a  critical 
margin  in  a  tight  pennant  race. 

P>  eter  O'Mallcy's  management  and  marketing  strate- 
™  gies  have  been  dismissed  by  one  critic,  who  still 
hasn't  forgiven  the  club  for  leaving  Brooklyn,  as  "mid- 
dle-American, white  bread."  Visitors  to  Dodger  Stadium, 
he  points  out,  are  not  likely  to  hear  a  soloist  sing  the 
national  anthem  in  a  jazzed-up  fashion.  The  team  has  no 
mascot  standing  on  the  dugout  leading  cheers.  Manage- 
ment won't  show  a  close  call  against  the  Dodgers  on  the 
instant-replay  scoreboard  for  fear  it  might  incite  the  crowd 
and  anger  the  umpires.  Tom  Lasorda  has  even  flatly 
banned  beards  and  long  hair  on  his  players,  and  you  won't 
see  any  in  O'Malley's  front  office  either. 

All  such  signs  merely  amount  to  O'Malley's  mania  for 


"You're  not  just  an  everyday  8  to  5  man" 


A ball  player  has  got  to  be  kept 
hungry  to  become  a  big  leaguer," 
Joe  DiMaggio  once  said.  "That's  why 
no  boy  from  a  rich  family  ever  made  it 
to  the  big  leagues."  DiMaggio's  ball 
player  is  an  American  archetype.  He's 
the  kid  who  left  high  school  to  pay  his 
dues  in  the  minor  leagues,  playing  in 
nowhere  towns  like  Appleton,  On- 
eonta,  Elmira,  enduring  dim  lights, 
lumpy  fields,  fast  food  and  long  bus 
rides,  dreaming  of  the  day  when  he 
might  bring  a  major  league  crowd  to 
its  feet  with  a  no-hitter  or  a  base- 
clearing  double. 

But  more  and  more  the  Dodgers 
are  dealing  with  a  different  type  of 
athlete,  more  likely  to  be  a  middle- 
class  college  kid  than  a  poor,  func- 
tional illiterate  of  an  earlier  time. 
Consider  Paul  Voigt,  a  rosy-cheeked, 
6-foot-2-inch  pitcher  from  Long  Is- 
land. Voigt,  23,  has  a  good  curveball. 
But  he  also  has  a  degree  in  electrical  engineering  from 
the  University  of  Virginia.  When  he  wasn't  throwing 
breaking  stuff  in  the  minors  last  season,  Voigt  was 
working  with  Sperry  computers  designed  for  Trident 
submarines.  After  practice  he  spent  time  writing  in  his 
journal  and  occasionally  reading  Poe  or  Thoreau,  habits 
that  inspired  teammates  to  nickname  him  College  Joe. 

Last  winter  Voigt  was  traded  from  the  Minnesota 
Twins  organization  to  the  Dodgers.  Instead  of  playing 
for  the  Twins'  Visalia,  Calif,  farm  club  (class  A),  where 
he  was  17-6,  he  will  probably  pitch  for  the  Dodgers  in 
San  Antonio  class  AA  or  Albuquerque  class  AAA. 
"Right  now,  realistically  I  don't  have  much  of  a  chance 
to  make  the  big  league  ball  club,"  Voigt  says.  "Maybe 


Pitcher-  Paul  Voii>t 


I'll  make  it  in  a  year  or  two." 

Voigt's  example  shows  why  many 
young  players  are  thrilled  to  leave  a 
threadbare  organization  to  play  for 
the  Dodgers.  In  the  Twins  training 
camp,  he  says,  he  ate  powdered  eggs 
for  breakfast,  chopped  meat  for  din- 
ner, usually  in  an  airport  motel.  The 
pay,  about  $600  a  month,  kept  him 
eating  peanut  butter  and  jelly  sand- 
wiches during  the  season.  He  also 
had  to  wash  his  own  uniform,  even 
on  the  road. 

The  Dodger  training  camp  is  a  dif- 
ferent story.  "Crab,  prime  rib  or  T- 
bone  every  night,"  Voigt  glows.  He 
doesn't  have  to  wash  his  own  uni- 
forms, and  the  pay  is  about  50% 
better.  He'll  earn  $900  a  month  dur- 
ing the  five-month  season. 

But  there's  a  sharp  tradeoff  be- 
tween playing  for  the  lowly  Twins,  a 

  talent-short  organization,  and  for 

the  Dodgers,  a  team  Voigt  describes  as  congested  with 
coaching  and  playing  talent.  "I've  learned  more  in  one 
week  of  Dodger  spring  training  than  I  learned  in  2'/2 
years  with  the  Twins,"  Voigt  says. 

But  here's  the  tradeoff.  Last  year  in  Visalia  one  of 
Voigt's  teammates,  first  baseman  Ken  Hrbek,  was 
handed  a  ticket  to  New  York,  where  the  next  night  he 
got  into  the  game  for  the  Minnesota  Twins  and  blasted 
a  12th-inning  home  run  to  down  the  mighty  Yankees. 
That's  not  likely  to  happen  to  Voigt  this  year. 

Voigt,  whose  father  works  for  Sperry  Rand  and  whose 
mother  is  a  nurse,  isn't  worried  about  the  uses  of  poverty 
according  to  DiMaggio.  "People  look  up  to  a  ball  player. 
You're  not  just  an  everyday  8-to-5  man." — J.M. 
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"Carl  Miller  wants  to  build  airplanes 
for  us  when  he  grows  up. 


Study  hard,Carl,and  your  dream  will  come  true!' 


Pete  Conrad 

Former  Astronaut 
Senior  Vice-President 
Douglas  Aircraft  Company 


uilt  model  planes  when  I  was  a 
ngster,  including  'DC  airplanes 
Donnell  Douglas  built  nearly  fifty 
rs  ago.  My  enthusiasm  for  flying — 
I  for  flying  machines— has  been 
wing  ever  since. 

"The  dreams  of  youth  are  the 
ie  as  I  once  had— they  want  to 
o  be  a  part  of  flying.  The  commer- 

heritage  at  McDonnell  Douglas 
Ider  than  I  am.  For  fifty  years 
ve  been  building  commercial 
raft.  Our  famous  tradename 


"For  new  fuel  efficiency,  we're  testing  winglets 
—literally  a  wing  on  a  wing 
—for  our  new  Super  10!' 


'DC  means  'airliner'  to  millions 
throughout  the  world.  Today's  DC-9s 
and  DC-10s  will  be  followed  by 
new  planes  to  help  carry  the  people 
of  the  world  as  we  progress 
toward  a  century  of  building  air 
transports. 

"So  keep  painting  our  name  on 
the  models  you  build,  Carl.  And  we'll 
keep  building  new  models  to  make 
air  travel  safer,  quieter,  swifter  and 
more  pleasant— planes  for  young 
people  like  you  to  build  dreams  on!' 


/ 


OU  DONT  STAY  THE  LEADER 

OF  A  BUSINESS  JUST  BY 
INVENTING  THE  BUSINESS. 


DuMont  invented  the  first  commercial  television  set.  Duryea  introduced  the  first 
mobile.  And  Hurley,  the  first  washing  machine. 

Obviously,  inventing  a  business  is  no  guarantee  that  a  company  will  stay  in  business. 

Like  these  companies,  Xerox  also  invented  a  business. 
Unlike  them,  we're  not  only  still  in  business,  we're  still 
leading  our  business. 

There's  a  simple  reason:  we  never  stopped  inventing. 
Just  as  our  original  914  was  the  most  advanced  copier  in  1959, 
2500  is  the  most  advanced  today. 

The  9500  performs  more  different  tasks  than  any  duplicator  ever  made.  It  reduces, 
rts.  It  collates.  It  even  makes  the  best-looking  copies  in  the  business. 

And  it  does  all  this  nearly  twice  as  fast  as  the  next  fastest  machine  on  the  market. 
» copies  per  second. 

We  also  invented  the  8200.  It  does  just  about  any  job  you  could  ever  ask  of  a 
er.  All  at  the  touch  of  a  few  buttons.  And  it  gives  you  blacker 
ts,  whiter  whites  and  truer  grays  than  any  copier  that's  gone 
re. 

Then  there's  the  5600.  It's  the  first  and  only  copier  that 
matically  makes  two-sided  copies  from  two-sidecf  originals. 


Willi!  'i 

The  9500 

CI) 

The  8200 


s  microcomputer  diagnostics  like  the  8200  and  9500.  It  has  a  special  document 

handler  to  deliver  completely  collated  sets.  And  it  lias  a  very  loyal 
following. 

A  recent  independent  survey  asked  people  if  they  would 
replace  their  5600  with  any  other  brand  of  copier. 
Not  one  would. 


The  5600  You  see,  you  become  the  DuMont  of  a  business  by  inventing  the 

tiess.  You  become  the  Xerox  of  a  business  by  going  on  and  reinventing  it. 
Year  after  year  after  year. 

For  more  information,  call  800-828-6210?  operator  100,  or  your  local  Xerox 
office. 

XEROX 


York  State,  call  800-462-6432.  XEROX®.  9500,  Wim.ind  5600  jre  trademarks  of  XEROX  CORPORATION. 


Scorecards 


When  it  comes  to  drawing  paying  customers  through 
their  gates,  the  Dodgers  are  in  a  class  by  themselves. 
Barring  earthquake  or  economic  collapse,  Los  Angeles 


has  hopes  of  drawing  3.5  million  customers  this  season, 
which  would  break  the  major-league  attendance  record 
set  by  the  Dodgers — who  else? — in  1978. 


National  League  attendance,  1980 


American  League  attendance,  1980 


Total 


Average 
home 


Stadium 


Attendance 

as  %  of 


Team 

attendance  attendance 

capacity 

capacity 

1  Los  Angeles 

3,249,287 

40,115 

56,000 

71.6% 

2  Philadelphia 

2,651,691 

33,996 

64,564 

52.6 

3  Houston 

2,281,217 

29,208 

45,000 

64.9 

4  Montreal 

2,226,059 

29,442 

58,870 

50.0 

5  Cincinnati 

2,022,450 

26,611 

52,495 

50.7 

6  Pittsburgh 

1,646,757 

22,253 

54,449 

40.9 

7  St.  Louis 

1,395,397 

17,314 

49,832 

34.7 

8  Chicago 

1,192,070 

15,879 

37,241 

42.6 

9  New  York 

1,185,203 

15,658 

54,401 

28.8 

10  San  Diego 

1,139,026 

14,603 

47,000 

31.1 

1 1  San  Francisco 

1,095,167 

14,053 

58,255 

24.1 

12  Atlanta 

1,044,412 

13,616 

52,785 

25.8 

Source  Office  of  the  Commissioner  of  Baseball 

Team 


Average 
Total  home 
attendance  attendance 


Attendance 
Stadium      as  %  of 
capacity  capacity 


New  York 
California 
Kansas  City 
Boston 
Milwaukee 
Baltimore 
Detroit 

8  Toronto 

9  Chicago 

10  Texas 

11  Cleveland 

12  Oakland 

13  Seattle 

14  Minnesota 


2,627,417 
2,296,827 
2,288,714 
1,922,251 
1,857,408 
1,802,088 
1,780,293 
1,414,362 
1,200,364 
1,198,175 
1,033,827 
842,259 
836,205 
769,206 


33,258 
28,362 
28,609 
24,761 
24,122 
22,468 
23,491 
18,671 
16,005 
15,561 
14,359 
1 1,230 
10,453 
10,537 


56,895 
65,193 
40,635 
33,549 
53,616 
53,196 
52,107 
43,700 
44,796 
41,284 
75,708 
50,219 
59,438 
45,919 


58.5% 

43.5 

70.4 

73.8 

45.0 

42.2 

45.1 

42.7 

35.7 

37.7 

19.0 

22.4 

17.6 

22.9 


assuring  a  Disneylike  atmosphere  for  the  paying  fans.  Yet 
there  is  no  evidence  that  this  preoccupation  with  the 
"family  touch"  has  ever  interfered  with  cold-blooded  busi- 
ness decisions  any  more  today  than  in  Walter's  day.  Player 
personnel  vice  president  Al  Campanis,  who  handles 
trades,  once  dealt  his  own  son,  a  catcher,  away  from  the 
Dodgers.  "I  didn't  think  he  was  good  enough  to  make  our 
ball  club,"  Campanis  says  dryly. 

The  toughest  decisions  these  days,  of  course,  involve 
players'  money  demands.  Any  major  league  ball  club  good 
enough  to  have  a  shot  at  its  league  championship  has  a 
player  payroll  of  at  least  $6  million.  For  some  big  spend- 
ers— the  Yankees,  the  Angels  and  the  Astros  come  to 
mind — the  total  player  payroll  approaches  $10  million. 

Talking  about  the  problem,  O'Malley  sounds  rather  like 
a  manufacturer  determined  to  be  the  low-cost  producer  in 
his  market.  "With  salaries  today  getting  as  high  as  they 
are,"  O'Malley  says,  "if  you  have  confidence  in  a  younger 
player  coming  up,  you're  much  better  off  to  go  with  him 
than  the  35-year-old  veteran."  That's  because  hungry  kids 
work  cheaper  than  confident  old  pros. 

This  year  the  Dodgers  face  an  especially  tough  test  of 
that  philosophy  when  the  six-year,  reported  $360,000-a- 
year  contract  of  Steve  Garvey  comes  up  for  renewal.  On 
the  open  market  Garvey  is  worth  at  least  $1  million  a  year. 
Though  Garvey  is  something  of  a  Dodger  legend  already, 
O'Malley  has  some  leverage — two  strong  first  basemen 
waiting  in  the  minor  league  wings.  That's  another  good 
reason  to  have  a  strong  minor  league  organization. 

Perhaps  the  most  difficult  test  of  O'Malley's  determina- 
tion has  been  the  Fernando  Valenzuela  standoff.  Valen- 
zuela,  the  21-year-old  Mexican  pitching  sensation  who 
came  out  of  nowhere  last  year  to  win  13  games  in  the 
regular  (strike-shortened)  season  and  one  more  in  the 
World  Series,  was  on  a  S42,500,  first-year  contract.  The 
left-hander  held  out  for  a  second  year  at  $850,000.  The 
Dodgers,  trying  to  avoid  fracturing  their  entire  pay  scale, 
offered  Valenzuela  $350,000.  After  a  three-week  holdout, 
Valenzuela,  a  second-year  player  with  no  real  bargaining 
rights,  gave  up  and  joined  the  team  on  Mar.  23. 

Even  as  they  haggled,  th<  Dodgers'  management  strate- 
gy was  at  work.  While  Valenzuela's  agent  deliberately 


generated  headlines,  O'Malley  remained  nearly  silent.  As 
O'Malley  saw  it,  Valenzuela's  biggest,  most  salable  asset, 
aside  from  his  wicked  screwball,  was  his  image  as  a  poor, 
innocent  Mexican  youth  who,  the  public  wants  to  believe, 
has  no  earthly  interests  except  winning  ball  games.  Re- 
maining as  quiet  and  unprovocative  as  possible,  O'Malley 
hoped  to  make  the  dispute  no  worse  than  it  had  to  be. 
Meantime,  he  believed  that  Valenzuela's  own  agent,  if  not 
the  kid  himself,  would  recognize  the  risks  involved  to  the 
Fernando  image  and  retreat  from  the  $850,000  figure. 

Though  the  Valenzuela  episode  was  trouble  enough, 
there's  more  to  come.  The  Dodgers  have  six  important 
contract  renewals  coming  up  in  the  next  two  years,  all 
similar  to  Garvey's.  These  alone  could  easily  raise  O'Mal- 
ley's payroll  $5  million  if  he  were  to  pay  free-market  rates — 
not  an  easy  pill  to  swallow  when  your  estimated  revenues  are 
about  $30  million  to  $35  million  and  you  have  earned  a 
reputation  for  giving  your  customers  good  value.  This  year 
O'Malley  raised  ticket  prices  for  only  the  third  time  since  the 
Dodgers  moved  to  Los  Angeles.  Top  seat  in  the  house  is  $6 
and  parking  is  still  $2.  That's  about  a  third  of  what  a  ticket  to 
a  Los  Angeles  professional  basketball  game  costs,  and  less 
than  half  the  parking  fee  at  a  pro  football  game. 

Fj  ew  players  are  inclined  to  believe  any  owner  when 
he  talks  money.  Listen  to  Garvey,  a  Florida  native 
so  admired  that  he  already  has  a  junior  high  school  in 
Lindsay,  Calif,  named  for  him.  "I  really  don't  buy  reports 
that  a  number  of  teams  are  losing  money,"  he  says,  "be- 
cause all  of  a  sudden  those  teams  come  up  with  money  to 
sign  free  agents."  Garvey  has  a  point.  This  winter  a  hand- 
ful of  players,  on  average  no  better  than  Garvey,  signed 
contracts  ranging  up  to  $2  million  a  year. 

In  light  of  all  these  problems,  O'Malley's  management 
style  looks  especially  well-suited  to  the  times.  Investing 
heavily  in  his  scouting  efforts  and  in  his  farm  system 
doesn't  guarantee  that  O'Malley  will  win  all  his  salary 
battles,  but  it  surely  positions  him,  at  the  very  least,  to 
cave  in  more  slowly  than  his  competitors.  Management  by 
tantrum  in  the  Steinbrenner  style,  with  its  quick  payoffs 
in  headlines  and  ego  rewards,  may  be  where  baseball  is 
headed.  But  O'Malley's  management  by  thought  is  surely 
where  it  ought  to  be  going.  ■ 
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Rockwell  International's  Robert 
Anderson  display  a  liking  for  a 
moderate  conservative  fashion  stance. 

The  minority  group  is  headed  by  the 
nation's  top  corporate  earner,  Thomas 

B.  Pickens,  Jr.  of  Mesa  Petroleum 
($7,865,831)  along  with  Exxon's  Clifton 

C.  Garvin,  Jr.  and  Ray  C.  Adam  of  NL 
Industries  who  are  button-down  collar 
advocates.  by  Jack  Hyde 

ON  THE  COVER 

The  carriage  entrance  to  the  Grand  Hyatt  New 
York  serves  as  a  background  for  our  cover  pictur- 
ing two  status  conscious  executive  types.  He  is 
wearing  a  Christian  Dior  dupioni  silk  suit, 
tailored  by  Hart  Schaffner  &  Marx  in  a  modified 
Continental  cut.  With  it  is  paired  a  satin  check, 
French  cuff,  all-cotton  Christian  Dior  Chemises 
shirt,  worn  with  diamond  cufflinks,  set  in  18  kt. 
gold  by  ABL  Jewelers  of  New  York,  and  a  dupioni 
silk  Christian  Dior  Cravates  tie  and  Walk-Over's 
banker's  wing-tip  oxfords. 

His  quartz  watch  is  a  Seiko  with  gold  chevron 
mesh  band;  his  black  lizard  attache  case,  with  a 
soft  leather  one  inside,  is  from  Gucci's  Galleria 
Collection;  while  his  camera  is  Canon's  A-l 
model. 

Her  Oleg  Cassini  Signature  suit  of  Irish 
Moygashel  linen  consists  of  a  classic  blazer  and 
skirt  with  on-seam  pockets  and  kick  back  pleat. 
The  striped,  silk  tuxedo  blouse,  with  self-tie  at 
neck,  is  also  an  Oleg  Cassini  design  as  are  the 
woven  silver  and  gold  stickpin  and  stockings  by 
Hanes. 

Her  Seiko  watch  matches  his  in  a  ladies  size 
while  her  crocodile  attache  case  is  also  from 
Gucci's  Galleria  collection  to  which  only  2,000 
patrons  are  admitted. 

The  Continental  Mark  VI  bears  Hubert  de 
Givenchy's  signature.  Demographics  of  the 
designer  series  Continentals  is  50/50  percent, 
male/female  ownership;  median  age,  52;  median 
income,  $60,000;  and  professional,  managerial  or 
successful  self-employed. 

Psychologically,  the  owners  reward  themselves 
with  the  indulgence  of  a  luxury  car  but  want  to  be 
seen  as  having  contemporary  values.  Principal 
competition  is  Cadillac  s  Seville  or  Eldorado  or 
Chrysler's  Imperial. 

The  Grand  Hyatt,  adjacent  to  Grand  Central, 
replaced  the  venerable  Commodore  hotel.  The 
reconstruction  cost  $100  million.  It  has  1,407 
rooms  and  125  suites  and  offers  a  wide  choice  of 
meeting  facilities  capable  of  accomodating  con- 
ferences from  50  to  5,000  people.  On  the  14th 
floor  are  23  small  boardroom-style  rooms  which 
will  accomodate  15  to  20  individuals.  The  latest 
audio-visual  equipment  is  provided  in  all  meeting 
rooms.  The  Regency  Room  on  the  mezzanine 
level  can  be  reserved  for  VIP  conferences  of  100  or 
fewer  guests  while  the  Empire  State  Ballroom  can 
hold  as  many  as  2,000  for  banquets  4,000  for 
receptions,  2,700  for  theatre  seating  and  1  350  for 
room-style  seating. 


TROPICAL  WORSTED  is  a  suiting  which  has  returned  this  season  to  fine  tailored  clothing  such  as 
this  Hickey-Freeman  style.  Of  100  percent  wool,  it  assures  comfort  for  all  but  the  most  humid 
weather.  In  today  's  world,  the  art  of  hand  craftsmanship  is  rapidly  succumbing  to  mechanization 
and  automation  in  the  production  of  men's  suits.  Those  bearing  the  Hickey-Freeman  and  alternate 
Walter  Morton  labels,  therefore,  stand  virtually  alone  in  resisting  the  movement  away  from  hand 
tailoring  which  assures  precision  fit.  The  inner  foundation  of  its  coats,  for  example,  is  covered  by 
more  than  a  1,000  hand-applied  silk  stitches  that  build  in  the  contours  of  a  wearer's  body  with  a 
softness  and  permanence  that  defies  time  and  service.  Since  1899  when  founders  Walter  Hickey  ana 
Morton  Freeman  established  the  Rochester,  N.Y.  firm,  a  Hickey-Freeman  suit  has  stood  for 
topmost  quality  and  value.  Worn  here  with  it  is  a  Sanforized,  100  percent  R.  &  O.  Hawick  cotton 
shirt  by  Troy  Guild  and  a  silk  paisley  Resilio  tie. 

Photographed  in  the  office  of  Jerome  Miller,  executive  vice  president  of  E.  F.  Hutton. 


Of  course,  there  are  variations  on  the 
two  predominant  themes.  The  designer- 
oriented  individual  may  choose  a  suit — 
or  a  car  for  that  matter — with  continen- 
tal styling  overtones.  And  the  one  who 
formerly  wore  strictly  classic  clothes,  in 
the  Brooks  Brothers  image,  may 
advance  to  more  updated  styling  within 
the  mood,  such  as  that  provided  by 
Cricketeer's  Crest  Mark  or  Greif  & 
Company's  Chaps  by  Ralph  Lauren 
lines. 

While  navy  blue  and  banker's  gray 
pinstripe  suitings  continue  to  dominate 
in  business  clothes,  toast  and  tan  are 
currently  making  inroads  on  these  ex- 
ecutive suite  suits  along  with  subdued, 
plaid  patterns. 

As  for  executive  suites,  themselves, 
Judith  Price  in  her  survey  of  corner  of- 


fice interiors,  "Executive  Style  —  Ach 
ing  Success  Through  Good  Taste  anc 
Design,"  reports  a  growing  number  c 
executive  lairs  have  a  cozy  den  or  liv 
room  atmosphere. 

Neckwear,  whether  it  be  striped  or 
otherwise  patterned,  usually  tends  to 
conservative.  But  this  doesn't  hold  tr 
with  all  chief  executives  as  witness  th 
often  exuberant  designs  worn  by  Ror 
Wilson  Reagan.  Continued  on  page  1 

CORNER  OFFICE  ATTIRE 

Corner  office  attire,  as  reflected  eal 
in  this  report,  is  becoming  less  struc- 
tured. Light  browns,  from  toast  to  ta 
are  challenging  blues  and  grays  this 
spring,  while  plaids  are  competing  wi 
stripes  and  plain  suitings. 


With  Cricketeer,  you  and  your  clothes  can  be  on  equal  terms. 
Because  when  you  wear  Cricketeer,  you  surround  yourself  with  quality 
and  good  taste. 

Cricketeer  is  America's  oldest  clothing  maker.  And  for  141  years,  we've 
been  making  tailored  clothing  with  workmanship,  styling  and  attention 
to  detail  that  stand  the  test  of  time.  For  people  whose  style  demands  quality. 

That's  why  today,  so  many  men  show  the  world  what  they're 
made  of  in  a  Cricketeer,  like  this  Cricketeer  Crest  Mark  suit  in  imported, 
lightweight  100%  wool,  left,  and  the  Cricketeer  suit,  right,  in  a  blend 
of  55%  wool,  45%  polyester. 


Cricketeer.  Because  the  quality  of  your  clothes 
ould  be  equal  to  the  quality  of  your  life. 


Photographed  at  Del  Webb's  LaPosada  Resort  Hotel  m  Scousdale,  Arizona. 


Tropical  worsted  has  returned  as  has 
dupioni  silk  in  suitings.  Each  is  100  per- 
cent natural  fiber  fabric  in  two  but- 
ton, single-breasteds . 

Whatever  one  thinks  of  his  politics, 
John  F.  Kennedy  is  to  be  credited  for  the 
popularity  of  the  two  button,  s.b.  which 
has  been  the  unchallenged  leader  since 
his  presidency. 

Kennedy  was  the  first  chief  executive 
to  completely  understand  the  use  of 
television.  His  presidency  marked  the 
ascension  of  the  electronic  media  as  a 
powerful  force  in  shaping  public  atti- 
tudes —  including  fashion,  although  he 
declared  he  wasn't  particularly  con- 
cerned with  what  he  wore. 

At  the  time  Kennedy  arrived  on  the 
national  political  scene,  most  clothing 
manufacturers  —  except  strict,  natural 
shoulder  traditionalists  —  were 
marketing  three  models:  one-button, 
two-button  and  three-button  single- 
breasteds.  When  he  appeared  in  person 
and  on  TV  in  his  flattering  two-button 
style  —  commissioned  by  him  to  en- 
hance his  rather  slight  build  with  its 
wider  expanse  of  shirt  —  the  "Kennedy 
Look"  swept  the  country.  Even  rock- 
ribbed  Republican  clothing  makers  and 
merchants  rejoiced.  So  great  was  the  de- 
mand for  two-button  suits  one-  and 
three-button  models  virtually  disap- 
peared. They  haven't  surfaced  to  any 
great  extent  even  yet.  Even  Brooks 
Brothers,  which  introduced  its  version  of 
the  two-button  s.b.  during  the  Camelot 
Era,  retains  the  JFK-prompted  fashion. 

John  F.  Kennedy  may  have  been  a 
subliminal  fashion  arbiter,  but  his  in- 
fluence on  tailored  clothing  has  lasted 
long  after  his  oval  office  tenure. 

But  it  is  in  off-duty  wear  that  even  the 
most  conventionally  attired  CEO  loses 
most  of  his  sartorial  inhibitions.  This  is 
particularly  apparent  in  active  sports- 
wear where  color  barriers  have  com- 
pletely disappeared.  For  weekends  on 
home  turf  from  Darien  to  Beverly  Hills 
casual  attire  might  include  a  bright 
Madras  sport  jacket,  slacks  or  shorts 
(but  not  paired  together!  in  ward- 
robe of  the  most  traditionally  ented 
corporate  chief. 

Shoes?  Have  you  notice*:  Lasselled 
slipons  Secretary  of  State  Aie 


Haig  has  been  wearing  around  the 
globe?  He  was  recently  named  to  the 
International  Best  Dressed  List  for  the 
second  time,  a  kudo  never  bestowed  on 
his  predecessor. 

The  increasing  number  of  women  top 
executives  has  not  been  lost  on  mens- 
wear  designers  and  clothing  manufac- 
turers. There  is  a  burgeoning  array  of 
suits  styled  specifically  for  the  woman 
on  the  way  up  the  corporate  ladder  or 
who'se  already  been  given  a  key  to  a 
corner  office. 

THE  UBIQUITOUS  BLAZER 

Frequent  travelers  have  come  to 
regard  the  navy  blue  blazer  as  one  of  the 
most  versatile  styles  they  can  take  along 
on  a  business  or  pleasure  trip.  It  can 
double  as  weekday  or  weekend  attire  for 
all  but  the  most  starchy  occasions  and 
thus  cut  down  on  luggage. 

A  blazer  may  not  be  appropriate  for 
the  board  room,  but  it  won't  raise  any 
eyebrows  at  most  business  meetings, 
here  or  abroad.  For  a  weekend  between 
appointments  it  is  a  perfect  companion 
for  the  individual  on  a  trip  which  spans 
a  Saturday  and  Sunday  in  London  or 
Los  Angeles. 

While  the  single-breasted  blazer 
dominates,  by  far,  double-breasted 
models  are  finding  favor  among  many 
men.  They're  a  bit  more  formal, 
although  the  Prince  of  Wales  wears  his 
for  riding  as  well  as  tea. 

Brass  buttons  traditionally  set  the 
blazer  apart  from  the  sport  coat,  harking 
back  to  when  the  style  was  created  by 
the  captain  of  HMS  Blazer  for  his 
vessel's  crew  in  the  18th  century.  They 
can  be  regimental  in  character,  plain  or 
for  the  individualist  they  may  carry  their 
wearer's  initials. 

So  popular  is  the  lightweight  blazer 
for  spring  that  several  of  Greif  &  Cos 
"living  labels"  lines,  including  the  Chaps 
by  Ralph  Lauren,  Colours  by  Alexander 
Julian  and  Donald  Brooks  collections  in- 
clude blazers  in  no  less  than  14  colors. 

Single-breasted  blazers  have  center 
vents  and  usually  soft  shoulders,  patch 
pockets  and  welt  seams.  Double-breasted 
models  models  may  be  more  definitely 
shouldered,  more  shaped  and  side- 


vented.  Dimitri  Couture  is  introducing 
ventless,  four  button,  d.b.  indicating 
that  even  the  most  classic  of  styles  car 
undergo  a  personality  change. 

Blazers  can  be  quite  dressy  when 
worn  with  a  shirt  and  tie  or  quite  casu 
when  paired  with  an  open-necked 
button-down  shirt  or  polo  knit.  Willia 
F.  Buckley,  Jr.  tops  his  blazer  with  a 
jaunty  Greek  fisherman's  cap  for  a  de\ 
may-care  attitude. 


ENGLISH  CUT  double-breasted,  tropical  worst 
blazer  is  a  Kilgour,  French  &  Stanbury,  Ltd.  sty 
made  in  America  by  Greif  &  Company  under  a 
licensing  arrangement  with  the  famed  London 
custom  tailor.  It  has  definite  shaping  and  side 
vents  and  is  appropriately  worn  with  a  dobby 
voile  shirt  from  Oscar  de  la  Renta's  Blazer  Colli 
tion  and  a  silk  tie  by  the  same  designer. 

SPOTLIGHT  ON  SILK 

One  word  capsules  a  major  directioi 
in  fine  sport  coats  this  spring.  It's  silk 
and  fabrications  of  this  luxury  fiber  an 
abundant  in  a  variety  of  types  from 
tweed-like,  all-silks  to  various  blends 
including  silk-and-linen,  silk-wool-and- 
linen,  silk-linen-and-cotton  and  silk-an 
polyester. 

Silk  is  a  legendary  fabric.  While  nev 
entirely  absent  from  the  men's  fashion 
scene,  it  is  somewhat  cyclical  in 


3jichey-(Jreeman 

Customized  clothes  for  men  and  women. 

"Quality  is  never  an  accident; 
it  is  always  the  result  of  high 
intention,  sincere  effort,  intelligent 
direction  and  skillful  execution; 
it  represents  the  wise  choice  of 
many  alternatives,  the  cumulative 
experience  of  many  masters  of 
craftsmanship." 


©1981  Hiclcey-Freeman  Co.,  Inc.,  1155  Clinton  Ave.,  N..  Rochester,  NY  14621 


The  Well  Dressed  Company 


Your  first  impression  will  last  eternally. 

Put  your  best  foot  forward  with  your 
company  tie  tastefully  executed  by 
Corporate  Insignia  Neckwear. 

We've  been  in  the  business  of  making 


quality  neckwear  for  over  half  a 
century  and  have  dressed  up  many  of 
America's  leading  companies. 

Leave  a  successful  impression,  leave 
your  company  tie  to  us. 


a 


c  Wembley  Industries  1982 
A  Hillcrest  Production 


Corporate  Insignia,  a  division  of  Wembley  Industries. 


character  when  it  comes  to  tailored 
clothing.  In  the  mid-'50s  a  vogue  for  silk 
shantung  suits  let  to  what  was  termed 
the  "opulent  look."  Rough-textured 
tussah  was  also  popular  in  sport  coats. 

An  editor  of  Men's  Wear  magazine, 
surveying  the  fashionable  Palm  Beach 
scene,  reported,  "So  strong  is  the  sig- 
nificance of  silk  it's  influencing  most 
other  fabrics  which  often  have  a  silk 
look.  The  newest  addition  to  the  natural 
silk  group  is  silk  tweed." 


CLASSIC  GLEN  PLAID,  silk  tweed  sport  coat 
from  the  Crest  Mark  collection  of  Cricketeer  is 
in  a  two  button,  center  vent,  flap  pocket  soft 
shoulder  model.  The  tattersall  check,  button- 
down,  100  percent  cotton  shirt  and  silk  foulard 
tie  are  by  Kenneth  Gordon  of  New  Orleans. 
The  shirting  is  of  imported  Retford  60  s  singles 
fine  count  cotton. 

The  appearance  of  silk  in  menswear 
can  be  traced  to  China  some  4,000  years 
ago  when  the  silk  loom  was  invented. 
Silken  fabrics  were  used  by  the  aristoc- 
racy as  a  medium  of  exchange.  Even- 
tually, the  closely  guarded  secret  of  silk 
weaving  was  exported — legend  has  it  by 
four  Chinese  concubines  smuggled  into 
Japan  in  300  A.D. — and  then  to  India 
where  the  silk  industry  developed  in  the 
16th  century. 


Regency  Club  is  the  ultimate  touch  of  Hyatt?' 

;'  Many  Hyatt  Hotels  have  a  Regency  Club  in  a 
separate  part  of  the  hotel  for  those  guests  whose 
requirements  of  travel  comfort  and  personal  service 
exceed  even  the  Hyatt  standard  of  lodging  excel- 
lence. Complimentary  hors  d'oeuvres  and  beverages 
are  available  throughout  the  day  and  there  is  a 
special  Concierge  for  Regency  Club  guests. 

Regency  Club  accommodations  are  available 
for  a  modest  additional  charge.  Call  your 
travel  planner  or  800  228  9000  for  a  reservation  at 
Regency  Club  at  these  Hyatt  Hotels: 


Atlanta 

Waikiki 

Union  Square 

Baltimore 

Indianapolis 

Burlingame,  S.F. 

Birmingham 

Kansas  City 

Oakland  Int'l 

Cambridge 

Lake  Tahoe 

San  Jose 

Chicago  Area 

Lexington 

Seattle 

Illinois  Center 

Los  Angeles  Area 

Texas 

O'Hare  Int'l 

Broadway  Plaza 

Austin 

Oak  Brook 

Wilshire 

Dallas 

Columbus 

Louisville 

Fort  Worth 

Dearborn  » 

Milwaukee 

Houston 

Flint 

Minneapolis 

San  Antonio 

Florida 

Nashville 

Wash,  D.C  Area 

Miami 

New  Orleans 

Capitol  Hill . 

Palm  Beaches 

New  York 

Crystal  City 

Tampa 

Pittsburgh 

Winston-Salem 

Greenville 

Richmond 

Hawaii 

Savannah 

Canada 

Kuilima 

San  Francisco  Area 

Montreal 

Maui 

Embarcadero  Cnt. 

Vancouver 

at  HYATT  HOTELS' 


Silk  making  reached  England  in  the 
following  century  when  skilled  workers 
from  Flanders  and  France  settled  there. 
At  the  time  of  the  American  Revolution 
Benjamin  Franklin  was  trying  to  estab- 
lish a  silk  mill  in  Philadelphia  but  from 
the  mid-19th  century  to  the  present 
Japan,  Italy,  China  and  South  Korea 
have  been  among  the  most  important 
makers  and  exporters  of  silk  neckwear 
fabrics,  shirtings,  suitings  and  sport 
coatings. 

EXECUTIVE  GOLFER 

Golf  pros  Jimmy  Demaret,  Doug 
Sanders  and  Gene  Sarazen  were  the 
sartorial  kings  of  the  links  in  the  early 
'60s.  They  led  the  way  to  colorful  golf- 
ing attire  just  as  Arthur  Ashe  broke  the 
color  barrier  in  tenniswear  when  he  ap- 
peared on  the  courts  in  pastel  blue  and 
yellow  outfits. 


The  advent  of  color  television  speeded 
the  awareness  a  liberation  of  active 
sports  attire  had  occurred  led  by  the 
tournment  pros  who  wanted  to  stand 
out  during  play.  Soon  thousands  of  duf- 
fers were  sporting  the  kind  of  garb  worn 
by  Arnold  Palmer,  Gary  Player  and  Jack 
Nicklaus. 

The  Bob  Hope  Desert  Classic  is  only 
one  of  scores  of  high  profile  tourna- 
ments noted  for  the  appearance  as  well 
as  the  performance  of  their  participants. 

Performance  is,  of  course,  not  con- 
fined to  the  top  players,  themselves.  It 
has  come  to  be  expected  in  golf  and  ten- 
nis wear.  As  a  consequence,  the  proper- 
ties of  such  man-made  fibers  as  Dacron, 
Fortrel  and  Kodel  polyester,  Orion 
acrylic  and  Arnel  triacetate — alone  or 
blended  with  natural  fibers — is  justly  ap- 
preciated for  the  stability,  washability, 
wrinkle  resistance,  press  retention  and 
color  purity  they  provide. 


BEFORE  DONNING  his  cleated  Foot  Joys,  this 
traveling  golfer  practices  his  putting  in  his  Grand 
Hyatt  junior  suite.  His  pastel  outfit  consists  of  a 
feather-light,  raglan  sleeve  hod  Lacoste  pullover 
of  washable  orlon  over  a  machine  washable  Jack 
Nicklaus,  55/45  cotton  and  polyester  knit  shirt  b\ 
Hathaway,  self-belt  Thomson  permanent  press 
slacks,  lambswool  Royce  Hosiery  socks  and  deep 
blue  Sperry  Topsiders.  The  putter  is  a  §10  Lynx, 
the  golf  ball  a  Super-Flite  by  Spalding  and  the 
putting  cup  is  by  Botchart  Nicholls. 

STATUS  STYLES 

What  have  become  regarded  as  status 
styles  —  knit  polo  shirts  in  particular — 
are  not  only  worn  by  status  seekers. 
Certainly,  President  Reagan  who  often 
sports  an  alligator  on  his  chest,  doesn't 
need  to  enhance  his  image  by  his  choice 
of  dress. 

Knit  shirts,  typified  by  those  bearing 
the  Brooks  Brothers  golden  fleece — 
unarguably  eldest  of  breed — Ralph 
Lauren's  polo  player,  Armani's  stylized 
eagle  or  Lacoste's  reptile,  are  the  most 
obvious  status  symbol  wear.  A  possible 
exception  is  Gucci's  brass  bit  slipons 
which  have  been  copied  by  every  shoe- 
maker from  Johnston  &  Murphy  and 
Florsheim  on  down. 

Designer  label  menswear,  from  suits  ti 
shirts,  to  ties  to  jeans  have  proliferated 
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W&vien-Bvooks,  Ctd. 

The  Bottom  Line  in  Corporate  Style 


CUSTOM  DESIGNERS  &  MANUFACTURERS 
Ties  •  Scarves  ■•■  Hats  •  Canvas  Bags  •  Wallets 


120  East 


37th  Street,  New  York,  NY  10016 

j212)-679-7570 
Brochure  upon  request 


After  78  years, 

EFHutton  &  Company 
still  has  one  name. 


In  an  industry  that  undergoes  ups  and  downs, 
mergers  and  constant  change,  E.E  Hutton  has  always 
stood  for  reliability  and  dependability. 

Through  all  those  years,  we've  maintained  an  un- 
broken record  of  profitability  and  of  continuous  service 
to  our  customers. 

And  now,  as  we  celebrate  our  78  th  year,  that 
stability  seems  even  more  impressive. 


When  EFHutton  talks, 
people  listen. 


Diamonds  are  trump. 
And  you  have  the  winning  hand 


Your  jeweler  can  show  you  orhei  axe  •  ig  trends  irtrnt 
Prices  may  change  substantially  due  to  differences 


A  diamond  is  forever.  De  Beeri 


an  extent  that  the  old,  familiar 
have  been  overshadowed.  As  a 
aence,  many  "brand  name" 
have  added  "designer  name" 
arts. 

t  is  the  rationale  for  the  public's 
nee  and  demand  for  status  or 
r  signature  styles?  Subliminally,  it 
that  they  serve  as  security 
s  for  those  unsure  of  their  own 
:  seems  to  make  sense  to  rely  on  a 
ss  to  not  lead  one  astray  with 
idy  styles  or  those  of  dubious 

lintained  standard  of  quality  is 
t  one  of  the  main  reasons,  per- 
3r  not,  for  anyone  to  regularly 
ze  a  designer  line.  The  wise 
cturer  maintains  the  standards 
lie  has  come  to  associate  with  his 
L. 

there  are  the  continuity  of  styl- 
the  fit  aspects.  The  names  which 
aod  the  test  of  time  stay  within 
tablished  "looks"  and  price 

)n  after  season,  Ralph  Lauren's 


<]  FLEECE  symbol  has  appeared  on  styles 
:s  Brothers  since  the  firm  was  established 
rhis  50/50  percent  Dacron/ cotton  blend 
;o  available  in  short  sleeves.  The 
i  belt  and  slacks  are  also  by  the 
?  traditionalist  clothier. 


Polo  collection  exhibits  the  same  point 
of  view  as  do  those  of  Calvin  Klein  and 
Yves  Saint  Laurent,  Pierre  Cardin  and 
John  Weitz.  Businessmen  understand  the 
importance  of  developing  and  maintain- 
ing a  concept.  Designer  or  status  symbol 
apparel  is  no  different  from  other  com- 
modities. The  bottom  line  is  continued 
consumer  acceptance  based  on  conti- 
nuity. Successful  designer/ status  styles 
maintain  it. 


RUNNING  SUIT 

Never  has  the  truism  that  the  real 
arbiters  of  men's  fashions  are  those  who 
wear  them  been  more  evident  than  in 
running  suits  and  the  uses  to  which 
they've  been  put. 

The  genesis  of  one  of  today's  most 
popular  casual  styles  is  the  old,  fleece- 
back  cotton  sweatsuit.  This  Cinderella  of 
utility  garments  has  blossomed  into  one 
of  the  most  colorful  and  versatile  of  off- 
duty  fashions.  And  their  wearers,  them- 
selves, have  caused  the  metamorphous, 
not  the  manufacturers  who've  only 
followed  the  public's  lead. 

Several  years  ago,  men's  wear 
designers  and  producers  decided  a  miss- 
ing link  in  men's  casual  attire  was  what 
was  dubbed  "loungewear."  They  created 
such  outfits  as  terrycloth  jackets  with 
matching  pull-on  pants,  much  like  pa- 
jamas, and  even  predicted  the  caftan,  up 
to  then  primarily  confined  to  those  of 
the  Islamic  faith,  would  become  popular 
for  home  entertaining.  Some  stores  even 
launched  men's  loungewear  sections 
which  promptly  folded  when  consumers 
rejected  the  concept  faster  than  they  did 
Nehru  jackets. 

Men's  sportswear  designers  and  retail- 
ers were  correct,  however,  in  sensing  a 
need  for  very  informal  outfits  for  relax- 
ing before  the  TV,  playing  chef  at  back- 
yard barbeques,  running  to  the  grocery 
store  for  a  six  pack  or  for  Saturday 
night  poker  games. 

What  they  didn't  figure  out,  until  run- 
ners and  non-runners,  alike,  pointed  it 
out  to  them,  was  the  fact  that  the  run- 
ning suit  was  the  solution  to  what  the 
still-born  "loungewear"  never  achieved: 
an  ultra-comfortable,  ultra-casual  outfit 
for  all  sorts  of  off-duty  pursuits. 


You  Ye  a  winner 
every  time 
with  the  Trendsetters  n 
in  men's  jewelry. 

Jewelers,  Inc. 

Available  at: 

Bailey  Banks&Biddle 

World  Renowned  Jewelers  Since  1832 

All  store  locations. 

Uliss  &£ambert  Bros. 

Fine  Jewelers  Since  1848 

Available  at  12  Area 
Locations  in  Metropolitan 
New  York  and  New  Jersey. 

SLAVICK'S 

Fine  Jewelers  Since  1917 
All  store  locations. 


ice  1914 
All  store  locations. 


The  Trendsetters in  Men 's  Jewelry. 


Six-mode  exposure  control 
System  versatility  Newer  electronics 
for  wider  applications 


SHUTTER  PRIORI  I V  AF 


The  Canon  A  1  is  one  of  the 
world's  most  advanced  automatic 
SLR  cameras  Combining  the  finest  in 
optical  and  mechanical  engineering 
with  the  most  sophisticated  elec 
tronics  it  s  technology  applied  to  give 
you  the  ultimate  in  creative  control  At 
the  touch  of  a  button 

Depending  on  youi  sub)ect  you 
can  choose  from  six  independent 
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exposure  modes  to  achieve  the  re- 
sults you  want 
t   Shutter  Priority  You  select  the 
t    shutter  speed,  to  freeze  the  ac- 
tion and  prevent  camera  shake  01 
create  an  intentional  blur  The  A  -1 
automatically  selects  the  appropri-  ■ 
ate  lens  opening 
T%  Aperture- Priority  Control  the 
Lm.  area  in  focus  by  selecting  the 
Jens  opening  for  the  effect  you  want 
The  A  1  matches  with  the  right 
speed 

^  Programmed  When  you  need 
— I  to  shoot  fast.  |ust  focus  The 
A-1  will  select  both  speed  and  aper 

k  ture  for  great  results 

yt^J  Stopped  Down  For  extreme 
«  close-up  or  specialized  pho- 
tography, a  bellows,  a  microscope  or 
almost  anything  can  be  attached  to 
the  A-1  It  s  still  automatic 
C  Flash  Totally  automatic  flash 
~J  photography,  of  course,  with  a 
wide  variety  of  Canon  Speedlites  to 
choose  from. 

S Manual  Yes  For  those  times 
when  you  absolutely  want  to 
do  it  all  yourself.  To  experiment.  To 
explore  the  possibilities. 


There  are  over  forty  fine  Car 
lenses  ranging  from  Fish  Eye  to 
Super  Telephoto.  plus  accessory 
to  meet  every  need  If  you  can't 
photograph  your  subject  with  a 
Canon  A-1 ,  it  probably  can  t  be 
photographed 

From  the  sophistication  of  its 
LED  viewfinder  display  to  a  ruggi 
ness  that  allows  up  to  five-frame- 
per  second  motor  drive  the  Cane 
A-1  represents  an  incredible  tech 
nology  At  a  price  that  makes 
owning  one  a  definite  possibility 


Canon^M 

l. anon  USA.  inc  .  On«  Canon  Pliufti  Lkkm  Suofcvs.  Ne*  Ych  nCM?  •  140  industrial  Dnvn  Eimn,j-.t  minor-.  60'. 
M»0'l>MefNtrM  hrtu'slnal  Btvtl    Nofcrosi  llltorqia  30071  •  JJ3Panlac.no  Avenue  E  asi  Costa  Men  CaMmnia  Vfi, 
BMil  B  •"  I0SO  A.'.t  Mn.m.i  t>iv,l   Honolulu  Hawaii  •  Canon  Canada  tnt  On!. 


Dacron®.  The  executive  decision  suit. 
By  Bill  Blassfor  PBM. 

Authority.  That's  what  a  suit  boasts  when  Blass  tailors  it  in 
ic  Classic  Blend:  rich,  shape-holding  Dacron*  polyester  and  wool  worsted. 
Put  it  on  your  executive  calendar  today.  At  fine  stores. 


INDIVIDUAL  STYLE 

Accessories  help  personalize  a  ward- 
robe as  witness  those  on  the  cover  of 
this  section  and  repeated  here,  along 
with  others.  Clockwise  from  the  top: 
gold  mesh  band,  Seiko  quartz  watch 
which  comes  in  his  or  her  styles; 
Patek  Philippe's  self-winding,  ultra- 
thin  Golden  Ellipse;  diamond  set  in  gold 
cufflinks  by  ABL  Jewelers;  the 
Canon  A-l  six-mode  exposure  control 
camera;  Rolex's  quartz  steel  and  gold 
bracelet  watch  and  its  Oyster  Perpetual, 
day-date  gold  "Presidential"  style 
(worn  by  LBJ).  The  black  lizard  attache 
case  is  by  Gucci. 

Greek  Mythology  has  served  as  the 
theme  for  two  new  men's  toiletries, 
Yves  Saint  Laurent's  spicey  Kouros, 
male  counterpart  of  its  women's 
Opium,  and  Chanel's  woodsy  Antaeus. 


The  Definitive 
Name  in  Fashion. 


London  designer  Hardy  Amies'  colog 
has  an  appropriate  hint  of  English  lin 
Also  shown  here  is  another  men's 
grooming  requisite,  Devin's  country 
cream  shave  by  Aramis  in  a  travel  ki 
size  tube. 


Corporate  identities  in  subtle  design 
form  the  patterns  for  Warden-Brooks, 
Ltd's  ties.  Similar  logos  decorate 
scarves,  belts,  hats,  canvas  tote  bags, 
ceramic  mugs,  umbrellas,  blazer  pate 
and  small  leather  goods  for  those  prot 
of  their  affiliations. 


CREDITS 

Jack  Hyde  is  a  former  senior  editor  of  Men's 
Wear  magazine  and  is  curently  Consulting  Heat 
of  the  Menswear  Design  and  Marketing  Depart- 
ment of  New  York's  Fashion  Institute  of 
Technology. 

A!l  photos  inside  this  section  are  by  Lizzie  Himn 
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Continued  from  page  2. 

Among  those  pictures  are  those  of 
Bob  Fomon,  CEO  of  E.  F.  Hutton  & 
Company,  the  Carder's  president,  Ralph 
Destino,  cosmetics  czarina,  Estee  Lauder 
and  Edward  E.  Elson,  president  of 
Elson's  and  Atlanta  News  Agency  which 
doesn't  even  boast  a  desk. 

Asked  to  comment  on  this  unconven- 
tional office  environment,  Edward  L. 
Hennessey,  Jr.,  CEO  of  the  Allied  Corp. 
(formerly  Allied  Chemical),  whose  cor- 
ner office  has  the  now  expected  arrange- 
ment of  couch  and  chairs  and  small  con- 
ference table  but  also  contains  a  huge 
desk,  responded,  "I  need  the  desk,  where 
else  would  I  stuff  my  papers?" 

Accessories  often  add  a  personalized 
touch  to  business  wear.  Lewis  Lehrman 
even  goes  so  far  as  to  sport  fireman  red 
suspenders  when  coatless  in  his  sun- 
swept  mid-Manhattan  office  at  Lehrman 
Corp. 


When  it  comes  to  shirts,  you're  apt  to 
find  Edward  F.  Gibbons,  CEO  of 
Woolworth,  in  a  boldly  striped,  pin- 
collared  style.  Or  you  may  see  ABC-TV 
president,  John  Severino,  wearing  a  tat- 
tersall  check  type.  Bespectacled  John  F. 
Fedders,  chief  of  enforcement  of  the 
Securities  &  Exchange  Commission,  has 
been  known  to  wear  a  white  collared, 
multi-stripe  bodied  shirt. 

And,  to  return  to  the  button-down 
collar  brigade  among  those  who,  along 
with  Ray  Adam,  favor  pink  is  Thomas 
Kenney  who  heads  the  publishing  divi- 
sion of  The  Charter  Co.  Lawrence  H. 
Hyde,  president  of  AM  General, 
sometimes  pairs  a  pale  yellow  oxford 
b.d.  with  a  bold  stripe,  canary  yellow 
and  navy  tie. 

Short  sleeve  styles?  Dallas  billionaire, 
Ray  L.  Hunt,  wears  them  when  mount- 
ing a  West  Texas  oil  rig  and  Floyd  R. 


Greco,  Wear-Ever's  vice  president  of 
marketing,  dons  one  when  whipping 
an  omelette  for  a  department  store 
demonstration.  But,  presumably,  the; 
wear  them  when  in  the  field,  as  it  we 

Bowties  continue  to  be  a  badge  of 
sartorial  individualism  expressed  by  t 
likes  of  Richard  J.  Hoffman,  chief  in\ 
ment  strategist  of  Merrill  Lynch,  uni\ 
sity  professors  and  authors  such  as 
Arthur  Schlesinger. 

If  you've  ever  wondered  whatever 
happened  to  cufflinks,  they're  thrivin 
the  top  executive  level.  Not  only  doe 
Allied's  Hennessey  and  American 
Express'  James  D.  Robinson  III  wear 
them,  scores  of  their  peers  also  fasten 
their  French  cuffs  with  distinctive  lint 

Shoes?  Have  you  noticed  the  tassel 
slipons  Secretary  of  State  Alexander 
Haig  has  been  wearing  around  the 
globe?  He  was  recently  named  to  the 
International  Best  Dressed  List  for  the 
second  time,  a  kudo  never  bestowed 
his  predecessor. 

But  it  is  in  off-duty  wear  that  even 
most  conventionally  attired  CEO  lose 
most  of  his  sartorial  inhibitions.  This 
particularly  apparent  in  active  sports- 
wear where  color  barriers  have  com- 
pletely disappeared.  For  weekends  on 
home  turf  from  Darien  to  Beverly  Hil 
casual  attire  might  include  a  bright 
Madras  sport  jacket,  slacks  or  shorts 
(but  not  paired  together)  in  the  ward- 
robe of  the  most  traditionally-orientec 
corporate  chief. 

Only  in  formal  wear  has  there  been 
return  to  strict  conventionality.  Ruffle 
bosom  shirts  are  long  gone  along  wit! 
pastel  colored  styles.  Only  at  country 
club  dances  or  on  Caribbean  cruises  c 
one  expect  to  find  white  dinner  jacket 
this  season.  Black  tie  functions  again  < 
for  black  tuxedos  which  do  not  comp 
with  the  gowns  of  a  gentleman's  lady 
anymore  than  should  his  cologne  riva 
her  perfume. 

The  increasing  number  of  women  t< 
executives  has  not  been  lost  on  mens- 
wear  designers  and  clothing  manufac- 
turers. There  is  a  burgeoning  array  of 
suits  styled  specifically  for  the  woman 
on  the  way  up  the  corporate  ladder  01 
who've  already  been  given  a  key  to  a 
corner  office. 


Experience 
the 

difference 
quality 
makes . . . 


in  fashion  that  suits 
your  personal  style, 

in  enduring  fabrics 
chosen  to  enhance 
that  style, 

in  tailoring  that  insures 
the  comfort  and  long 
enjoyment  of  a 
perfect  fit. 


Hart 

Schaffner 
&  Marx 


101  North  Wacker  Drive 
Chicago,  Illinois  60606 


Hart  Schaffner  &  Marx  make?  the  quality  difference. 

Suit  in  Dacron"  polyester  and  wool  from  the  Corporate"  Collection. 


From  the  ancient  deserts  ofAraby  come  the  hottest  new  collector's 
items.  They  are  just  the  thing  for  those  designer  feedbags. 


Daughters 
of  the  wind 


Personal 
Affairs 


By  Toni  Hack 


Tlhe  pharaohs  and  the  sultans  cher- 
ished theirs.  King  Solomon  was  re- 
puted to  have  1,000  of  them  and  Brit- 
ish aristocrats  spirited  them  out  of 
Araby.  Today,  singer  Kenny  Rogers  is 
spending  $8  million  on  his. 

No,  not  wives.  Arabian  horses.  The 
popularity  of  these  elegant  steeds  has 
soared  over  the  last  few  years  (al- 
though they  have  long  been  popular  in 
the  U.S.),  even  in  a  soft  market  for 
most  collectibles.  Devotees  range 
from  Armand  Hammer,  chairman  and 
patriarch  of  Occidental  Petroleum  to 


Burt  Reynolds  (who  is  switching  from 
Appaloosas),  and  Drew  Blood,  former- 
ly with  an  English  punk  rock  band. 

Arabians  are  not  cheap.  Just  the 
right  to  breed  three  mares  yearly  to 
the  imported  stallion  Aladdinn  went 
for  $150,000  when  the  horse  was  first 
syndicated  by  the  Lasma  Arabians 
stable  in  1979.  Recently  the  price  was 
$375,000.  This  February  some  $25 
million  changed  hands  at  the  All- Ara- 
bian Horse  Show  in  Scottsdale,  Ariz., 
the  largest  auction  in  the  U.S.  That 
$25  million  was  up  from  $15  million 
last  year. 

The  action  in  Arabians  has  even 


Edited  By  William  G.  Flanagan 

attracted  prestigious  auctioneer  Soth- 
eby  Parke  Bernet.  Squeezed  by  slow- 
ing sales  of  art  and  antiques,  SPB  is 
looking  for  new  markets.  Arabians 
might  make  a  natural  fit,  says  John 
Marion,  Sotheby's  urbane  chairman. 


The  painting  "Arabs  Approaching  a  Village"  by  Adolf  Shreyer  (1828-1899) 

The  picture  sold  at  auction  for  $57,5  OO—chic  ken  feed  compared  with  what  the  real  Arabians  fetched  later. 
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An  Arabian  prances  before  the  gavel 

About  $200,000  a  copy,  and  not  a  prayer  to  enter  the  Derby. 


"We  found  that  many  of  our  clients 
also  collected  Arabians,  like  they  do 
objects  of  art." 

So,  last  June  Marion  sojourned  to 
the  Tom  Chauncey  Arabians  ranch  on 
the  Scottsdale  desert.  The  result  was  a 
ritzy,  $100-a-ticket  Sotheby  and 
Chauncey  auction  of  both  art  and  Ara- 
bian horses  in  February.  In  a  bam  "as 
big  as  a  football  field,  only  20  feet 
wider,"  says  Chauncey,  a  radio  and 
TV  station  owner,  horse  trainers  chat- 
ted in  rented  tuxedos  while  socialites 
swathed  in  silk  and  furs  strolled  the 
sawdust  floors.  The  crowd  sat  politely 
through  the  auction  of  55  pieces  of 
artwork,  but  most  kept  their  check- 
books in  their  dinner  jackets,-  much  of 
it  went  to  absentee  bidders  by  tele- 
phone. But  the  audience  broke  into 
whistles  and  cheers  when  the  first 
lustrous  Arabian  finally  pranced  onto 
the  stage.  (For  such  auctions,  the 
horses  are  often  coated  with  lotion, 
their  hooves  with  polish.  Sometimes 
a  salve  made  from  ginger  is  even  in- 
serted in  the  horse's  rear  to  make  him 
carry  his  tail  high.)  The  bidding  quick- 
ly shot  up  to  $200,000  for  the  first  of 
the  16  horses  sold,  a  gallant  gray  stal- 
lion named  Amurath  Bandolero.  By 
the  end  of  the  evening,  when  buyers 
and  spectators  huddled  around  space 
heaters  to  ward  off  the  desert  chill, 
$1.1  million  worth  of  artwork  and 
$2.5  million  worth  of  horseflesh  had 
changed  hands. 

What  makes  these  horses  so  desir- 
able? "The  tax  advantages,"  says  a 
Cleveland  investor  in  a  purple-and- 
black  sweater  with  a  diamond  in  one 
ear.  "The  beauty,"  retorts  a  nattily 
dressed  Cajun  restaurateur. 

It's  actually  something  of  both.  As 


in  any  horse  breeding — or  most  farm 
businesses,  for  that  matter — Arabians 
are  accounted  for  on  a  cash  basis,  i.e., 
expenses  are  written  off  when  in- 
curred. If  a  breeder  sells  a  horse  after 
owning  it  at  least  two  years,  any  prof- 
it is  a  capital  gain. 

But  the  beauty  of  Arabian  horses 
was  appreciated  long  before  the  IRS 
was  bom.  As  far  back  as  1500  b.c.  an 
Egyptian  of  the  18th  Dynasty  buried  a 
mummified  horse  "with  all  the  honor 
usually  accorded  a  human  member  of 
the  family,"  according  to  breeder  Ju- 
dith Forbis'  book  The  Classic  Arabian 
Horse.  Arab  legend  has  it  that  God 
created  the  horse  from  the  hot  desert 
wind,  and  so  Arabians  came  to  be 
known  as  "daughters  of  the  wind" 


and  "drinkers  of  the  wind,"  for  the 
wide  nostrils  and  deep  chest  cavity 
that  give  them  their  stamina.  With  a 
long,  muscular,  gracefully  arched 
neck,  wide  jowls  tapering  to  a  delicate 
muzzle,  big  dark  eyes  and  a  short  body 
poised  on  slender  legs,  the  Arabian  is 
a  regal  beast.  Reared,  as  aficionados 
like  to  point  out,  in  the  very  tents  of 
the  Bedouins,  it  has  come  down 
through  the  centuries  both  spirited 
and  affectionate. 

Breeding  Arabians  "is  like  learning 
to  paint,  but  you're  using  genes  in- 
stead of  a  paintbrush,"  says  Forbis, 
whose  Ansata  ranch  is  named  for  the 
ancient  Egyptian  symbol  of  life. 

Breeders  suggest  that  neophytes 
first  go  to  some  of  the  major  shows — 
like  the  Central  Coast  of  California 
show  in  Santa  Barbara  this  month, 
Ohio's  Buckeye  Sweepstakes  in  May, 
the  U.S.  National  Championship  in 
Louisville.  Ky.,  this  October  and  the 
Scottsdale  show  next  February.  The 
simplest  way  to  invest  in  the  business 
is  to  pay  $50,000  to  $100,000  for  a 
syndicated  share — two  or  three  breed- 
ings a  year — of  a  good  stallion.  The 
investor  will  then  pay  $1,200  or  so 
whenever  he  "nominates"  a  mare  for 
breeding,  plus  3%  to  4%  of  his  share 
price  yearly  for  insurance. 


Sotheby's  Arabian  horse  auction  in  Scottsdale,  Ariz. 

"You  don't  have  to  feed  a  painting.  But  you  can  breed  a  horse. 
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You  can't  ride  or  exhibit  a  share  of  a 
horse,  though.  To  own  a  good  brood 
mare  will  cost  $50,000  to  $80,000;  to 
mate  her  to  a  comparable  stallion,  an- 
other $5,000  to  $6,000.  Stabling,  de- 
pending on  how  much  care  you  want, 
ranges  from  $8  to  $20  a  day.  Expect 
another  $400  to  $1,000  a  year  in  vet- 
erinarian and  farrier  (horse-shoer) 
bills,  plus  insurance. 

There  is  no  income  from  that  in- 
vestment, of  course.  An  Arabian 
isn't  going  to  earn  its  keep  by  win- 
ning the  Kentucky  Derby.  And  un- 
like Thoroughbreds,  standardbreds  or 


quarter  horses,  the  breed  was  devel- 
oped over  the  centuries  by  Mideast 
Bedouins  not  for  speed  but  for  endur- 
ance on  long-distance  raids.  So,  for 
the  owner,  the  return  on  investment 
is  in  the  eye  of  the  beholder — -unless 
he  can  sell  the  animal  or  its  progeny 
to  other  investors.  In  short,  the 
greater-fool  theory. 

But  if  you  have  to  ask  about  poten- 
tial returns,  you  probably  aren't  in  the 
right  league.  "Historically  the  Arabian 
horse  was  owned  by  the  big  rich  in 
this  country,"  says  Jay  Stream,  busi- 
ness consultant  and  president  of  the 
World  Arabian  Horse  Organization. 
"People  like  A.G.  Harris  of  the  Harris 
Trust  in  Chicago,  the  Wrigleys,  the 
John  Deere  and  International  Harvest- 
er people."  In  the  last  decade  or  so, 
though,  breeders  like  entertainer 
Wayne  Newton,  who  once  held  a  sale 
in  a  Las  Vegas  casino,  and  director 
Mike  Nichols  have  lent  glamour  to 


the  business  of  owning  a  stable. 

Thus,  it's  easy  for  someone  like 
Kenny  Rogers  to  get  carried  away.  In 
the  last  six  months  the  singer  has 
spent  $6  million  to  amass  and  equip  a 
115-head  stable.  "Marianne  (his  wife] 
is  on  the  floor  over  here  now,"  he  says 
over  the  phone.  "She  didn't  realize  it 
was  that  much."  He's  planning  a  trip 
to  Russia  in  July  to  buy  another  $2 
million  worth  of  horseflesh. 

Why?  "When  you're  involved  in 
something  like  music,  it  can  be  very 
consuming,"  Rogers  explains.  "I  can 
go  watch  these  horses  and  play  with 
them  and  ride  them,  and  I  forget 
about  everything  else." 

Meanwhile,  Sotheby's  John  Mar- 
ion can  try  to  balance  a  cooling  art 
market  with  the  products  of  the  hot 
desert  wind.  "You  don't  have  to 
feed  a  painting,  of  course,"  he  ob- 
serves, "but  then,  you  can  breed  a 
horse." 


presidential 
and  other 
memorabilia. 
Among  collectors, 
autograph  is  any  he 


written  manuscript,  usu- 
ally a  letter  bearing  a  sig- 
nature.) Unlike  coins, 
stamps,  paintings  and 
most   other  collectibles, 


Dollar  signs 

George  Pollack,  a  Los  Angeles  busi- 
nessman and  art  collector,  need- 
ed to  raise  cash  recently.  "I  decided  to 
sell  some  sexy  items,"  he  says.  Off  to 
auction  in  Boston  went  William  Hen- 
ry Harrison,  James  Garfield,  Buffalo 
Bill  and  ten  dozen  Abe  Lincolns. 

Harrison — that  is,  a 
one-page  letter  the  ninth 
President  wrote  on  his 
first  full  day  in  office — 
sold  for  $42,500.  A  Gar- 
field letter,  also  one  page, 
fetched  $12,000,  double 
what  Pollack  had  expect- 
ed. For  a  sample  of  Buffalo 
Bill  Cody's  prose,  typed 
on  his  own  Wild  West  sta- 
tionery, the  hammer  fell 
at  $900.  (Pollack  had  ex- 
pected between  $400  and 
$600.)  The  letters,  photos 
and  documents  signed  by 
Lincoln  sold  remarkably 
well,  considering  that  the 
Mar.  1 1  auction  offered 
more  Lincoln  items  at  one 
time  than  any  bidder 
could  recall. 

The  sale  in  Boston  re- 
veals a  lot  about  the  cur- 
rently strong  market  for 
autographs 
historical 
(Note: 
an 
md- 


autographs  have  been  appreciating  in 
value  faster  than  the  dollar  over  the 
past  few  years.  For  example,  the 
$42,500  Harrison  letter  cost  $28,000 
in  1978.  That's  12%%  a  year. 

Yet  the  25  or  so  dealers  in  the  coun- 
try claim  the  autograph  market  is  still 
undervalued  and  that  great  deals  re- 
main to  be  made  by  collectors.  May- 


William  Henry  Harrison  presidential  letter 

A  one-month  presidency  adds  scarcity  value. 


be — certainly  the  cost  structure  starts 
somewhat  lower  compared  to  other 
collectibles.  Even  the  most  significant 
American  historical  documents — in- 
cluding handwritten  letters  in  which 
U.S.  Presidents  discuss  important 
events — are  widely  available  for  only 
thousands  of  dollars. 
One  example,  a  George  Washington 
letter  written  during  the 
famous  winter  at  Valley 
Forge,  is  for  sale  at  $8,000. 
Another  is  the  Harrison 
letter,  which  was  bought 
by  the  Forbes  Magazine 
Collection.  President  Har- 
rison, you  will  recall  from 
grade  school,  died  after 
only  one  month  in  office. 
"His  autographs  as  Presi- 
dent are  among  the  rarest 
in  American  or  European 
history,"  says  Robert 
Batchelder,  a  Pennsylva- 
nia coin  and  autograph 
dealer. 

Financial  adviser  and 
columnist  Alan  Shawn 
Feinstein  is  enthusiastic 
about  autographs.  "It's  a 
classic  situation,"  he  says. 
"You've  got  a  shrinking 
supply  and  you've  got 
something  that  more  and 
more  people  want  as  they 
become  exposed  to  it,  and 
the  people  already  ex- 
posed want  more.  These 
documents  have  tremen- 
dous historical  value." 

As  with  any  other  col- 
lectible, though,  if  you 
think  of  it  as  an  invest- 
ment per  se,  you  can  al- 
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ANNOUNCING 

THE  GREAT 
JAMAICA 

TAX  BREAK. 


It  isn't  often  that  practicality  and 
pleasure  agree  perfectly.  But  they  do  in 
your  choice  of  Jamaica  as  the  site  of 
your  next  convention. 

A  recent  agreement  between 
Jamaica  and  the  U.S.  gives  you  a  new 
break. The  expenses  you  incur  on 

any  business  meeting  or 
convention  held  in  Jamaica  are 
tax-deductible,  just  as  they 
would  be  if  you  held  the  meeting  in  the  U.S. 

Until  now  you  could  get  a  tax  break  like 

this  in  only  four  other  places  in  the 
world.  And  none  of  them  has  quite  the 
combination  of  pleasures  that  Jamaica  has  to 
offer.  Not  just  sea,  sand  and  sun,  but  the  mile- 
high  Blue  Mountains,  fresh  and  cool  even  in 
midsummer;  the  spectacular  Dunn's  River  Falls; 
the  very  special  charm  of  the  Jamaicans  themselves; 
and  a  variety  of  convention  facilities  to  accom- 
modate any  group,  from  a  handful  to  hundreds. 

For  further  information  or  assistance,  simply  call  the 
Jamaica  Tourist  Board  office  in  Chicago,  Los  Angeles, 
Miami  or  New  York. 


Make  it  Jamaica. 
Again. 


ANNOUNCING 
INSURANCE  THAT  APPEALS 
TO  YOUR  INTELLIGENCE 
INSTEAD  OF  YOUR 
EMOTIONS. 


"Since  whole  life 
has  forever  had  its 
critics,  who  have 
regarded  term  [insur- 
ance] as  a  much 
sounder  buy,  it  could 
be  argued  that 
consumers'  growing 
unhappiness  with 
the  product  is  one  of 
the  few  benefits  in- 
flation has  bestowed 
on  society," 
—  Fortune. 

July  14, 1980 

Remember  what 
went  through  your 
mind  when  you  first 
started  thinking 
about  buying  life 
insurance? 

In  your  darker 
moments  you 
probably  thought, 
"What  if  some- 
thing happened  to 
me?  What  would  happen  to  my 
family?  Would  they  starve?  How 
could  they  live?  My  kids  couldn't 
go  to  college!  I  can't  let  every- 
body down  like  that.  I'll  get  plenty 
of  life  insurance  and  that  will 
help  give  them  security!' 

So  you  bought  whole  life  insur- 
ance. It  gave  you  some  protection 
at  a  fixed  price,  and,  as  your 
agent  pointed  out,  the  cash-value 


build-up  would  represent  a  form 
of  forced  savings  that  could  help 
provide  a  retirement  nest  egg. 

All  of  which  made  you  feel  more 
financially  secure. 

WHY  RE-THINK  YOUR 
WHOLE  LIFE  NOW? 

Your  assumptions  about  whole 
life  insurance  were  very  probably 


valid  for  a  longtime. 

Trouble  is,  times 
changed.  Interest  rates 
changed. 

And  inflation 
has  actually  caused 
whole  life  insurance  to 
be  a  more  expensive 
proposition. 

At  the  same  time,  the 
purchasing  power  of  the 
face  value  of  your  poli- 
cy—the amount  your 
beneficiary  will  receive  — 
is  steadily  shrinking. 

While  your  whole  life 
insurance  has  plodded 
along  at  an  average  rate 
of  4%  or  less,  inflation 
has  been  leaping  ahead 
at  10  to  12  percent! 

In  other  words, 
your  whole  life  is  not 
only  losing  the  race. 

It's  losing  you  money. 


HINDSIGHT  DOESN'T  HELP. 

Who's  to  blame  for  the  whole 
life  crisis?  You  can't  blame  your 
agent.  After  all,  he  can  only 
offer  you  the  products  and  services 
he  has  to  sell.  And  whole  life  has 
probably  always  been  his  number 
one  product. 

You  really  can't  blame  the  insur- 
ance companies,  either.  Whole 


life  was  invented  in  the  last  century 
in  a  radically  different  economic 

I  climate.  And  right  up  to  a  few  years 
ago,  whole  life  worked  reason- 
ably well. 
The  fact  is,  nobody  was  to  blame. 

'  Until  now. 

MAKING 
INFORMED  CHOICES. 

From  now  on,  anyone  who 
buys  whole  life  insurance 
does  so  with  disregard  to  a 
growing  consensus  among  invest- 
ment experts  that  whole  life 
is  an  idea  whose  time  has 
passed. 

What  it  comes  down  to  is 
this:  If  you  continue  to  own  whole 
life,  the  money  you  lose  will  be 
your  own,  and  you  will  have  only 
yourself  to  blame. 

But  you  still  need  insurance 
and  the  protection  it  provides  your 
family.  That  hasn't  changed. 

And  you  still  need  a  regular, 
disciplined  way  to  invest  your 
money  for  the  future  as  you  insure 
yourself.  That  hasn't  changed, 
either. 

One  thing  has  changed, 
however:  The  return  you  can  expect 
on  your  insurance  cash  value. 

THE  SIGNATURE  SERIES 
CONCEPT:  WHAT  IT  IS  AND 
WHAT  IT  DOES  FOR  YOU. 

Recently,  after  long,  careful 
study,  ITT  Life  created  a  new  family 
of  insurance  products  —  the 
Signature  Series. 

Signature  Series  is  going  to  be 
big  news  in  the  financial  world. 
It's  a  genuine  breakthrough  in  life 
insurance  product  design. 

It  is  not  a  gimmick.  And  it  is 
not  just  another  packaging  of  the 
same  old  insurance  products 
you've  seen  before. 

Signature  Series  is  a  new 
concept  in  insurance  that  provides 
extremely  low-cost  protection 
plus  high-yield,  tax-deferred  inter- 
est earnings. 
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Signature  Series  policy  form  2313/2910  purchased 
at  age  40.  $17,462  cash  payment  made  in  first 
year  by  transferring  cash  value  of  existing  policies. 
$2,013  annual  premium  outlay.  Accumulated 
value  shown  at  current  11%  interest  rate  (rate  not 
guaranteed,  but  will  never  be  less  than  4%). 


ITT  LIFE'S  COMMITMENT: 
NO  MORE  WHOLE  LIFE. 

At  ITT  Life  we're  so  convinced 
that  whole  life  insurance  is 
out-dated,  over-rated  and  ill-fated 
that  as  of  January  1, 1982  we 
have  completely  stopped  selling 
whole  life  insurance. 

In  the  insurance  industry 
(an  industry  built  on  whole  life 
insurance),  our  decision  has 
amounted  to  heresy. 

But  we  believe  in  the  future 
of  the  Signature  Series  concept. 
And  we  believe  that  it  offers 
you  so  much  more  —flexibility, 
high  return,  extremely  low  cost  — 
that  we're  staking  the  future 
of  our  business  on  it. 

We  are  certain  that  if  you  take 
the  time  to  compare  Signature 
Series  with  your  whole  life  policy, 
you  will  be  pleasantly  shocked 
to  discover  the  considerable  differ- 
ence it  can  mean  in  your  insurance 
premiums  —  and  in  the  way  it 
can  change  your  insurance  from  a 
liability  to  an  asset. 

MORE  GOOD  NEWS. 

What  about  the  money  you  have 
already  accumulated  inyourwhole 
life?  Do  you  lose  it  if  you  surrender 
your  policy? 

No. 

If  you  decide  to  surrender  your 


whole  life  policy,  you  won't  lose 
any  of  the  net  cash  value  credited 
to  you. 

In  fact,  at  today's  interest 
rates  you're  actually  losing  money 
by  leaving  that  cash  value  in  a 
low  interest  whole  life  policy.  And 
the  longer  you  leave  it  there, 
the  more  you  lose. 

COMPARE  AND  FIND  OUT. 

We're  so  sure  we  can  show  you  a 
substantially  better  insurance 
plan  than  your  whole  life  policy 
that  we  have  retained  an  indepen- 
dent policy-analysis  service  to 
make  that  comparison. 

To  find  out  how  to  quickly  and 
easily  compare  your  whole  life 
policy  to  the  ITT  Life  Signature 
Series,  call  anytime  free: 
1-800-331-1750 
and  ask  for  operator  540.  Or  send 
us  the  coupon. 

I  1 

ITT  Life  Insurance  Corporation 
P.O.  Box  130 
Minneapolis,  MN  55440 

Help!  My  whole  life  isn't 
keeping  pace  with  today's 
economy,  and  I  want  to  do 
something  about  it. 

 Please  have  your 

representative  show  me  a 
better  alternative  than 
my  whole  life  policy. 

 Please  send  me  more 

information  on  how  I  can 
compare  my  present 
policies  to  the  Signature 
Series  and  see  for  myself 
how  much  my  insurance 
can  be  improved. 

Name  


Address_ 
City  


State^ 


Zip. 


Phonei  L 


L. 


F/3/6 


_J 


innjinnj 


ITT  Life  Insurance  Corporation 

MINNEAPOLIS,  MINNESOTA 

(Not  licensed  in  New  York,  New  Jersey  and  Maryland;  residents  of  these  states  not  eligible.  All  products  not  available  in  all  states.) 


Only  KLM  gives  you 
all  this  to  Europe*  And  beyond* 

All  747's.  From  six  U.S.  gateways. 

Fly  KLM's  747's  nonstop  to  Amsterdam  from  New  York,  Chicago, 
Houston,  Los  Angeles,  Anchorage  and  Atlanta. 

A  Business  Class  to  Europe.  And  in  Europe. 

KLM's  747's  give  business  travelers  extra  legroom  for  extra  comfort- 
all  the  way  to  Europe.  And  now,  KLM  offers  Business  Class  service 
from  Amsterdam  to  many  cities  in  Europe,  too. 

Europe's  "best"  airport  for  connections. 

Amsterdam's  International  Airport  Schiphol  was  rated  "Europe's  pre- 
mier transfer  airport"  by  Business  Thoveller  magazine.  All  connections 
are  in  one  terminal— under  one  roof. 

A  world  of  connections. 

Amsterdam  connects  to  92  cities  in  Europe  alone.  Plus  dozens  more  in 
the  Middle  East,  Far  East  and  Africa. 

"Stay-on-the-Way"—  on  us. 

KLM  invites  business  travelers  to  rest  up  in  Amsterdam— at  no  extra 
charge— on  their  way  to  40  faraway  cities  in  the  Middle  East  and 
beyond,  and  on  the  way  home,  too. 

You  can  rely  on  KLM. 

KLM  has  been  flying  business  travelers  longer  #### 

than  any  other  airline  in  the  world  today.  A  i^M" 

good  reason  to  fly  KLM  on  your  next  ■  Jfl 

business  trip  to  Europe,  or  beyond.  Call       /-ajL  ^^^.Ln  1 17  1 

your  Travel  Agent  or  KLM.  Royal  Dutch  Airlines 


The  airline  of  the  international  business  traveler 


1982  The  Netherlands- 
America  Bicentennial, 
a  celebration  of  200 
years  of  friendship. 
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ways  be  disappointed.  Remember  pre- 
cious gems,  paintings,  lithographs 
(not  to  mention  gold  coins)?  In  other 
words,  autograph  collecting  is  not  for 
the  investor  who  wants  to  get  rich 
quick  through  speculation,  but  for  the 
collector  who  wants  to  possess  and 
preserve  small  pieces  of  history — and 
who  hopes  he  won't  lose  money  while 
doing  so. 

John  Fleming,  a  New  York  dealer, 
says  he  refuses  to  tell  people  that  auto- 
graphs are  a  good  financial  invest- 
ment. "How  the  hell  can  you  pre- 
dict?" he  challenges.  "If  you  don't  en- 
joy them  and  don't  get  a  way  of  life 
out  of  them,  what's  the  sense  of  col- 
lecting autographs  or  anything?  It's 
rather  sad  to  know  that  somebody's 
putting  his  money  into  something  he 
gets  no  charge  out  of." 

Pollack,  the  36-year-old  chairman  of 
a  large  wholesale  mortgage  company,  is 
a  good  example  of  the  real  collector.  He 
collects  autographs  because  they  are  "a 
safe  place  to  park  money, "  but  his  more 
profound  feeling  seems  to  be  for  the 
manuscripts  themselves.  He  is  flat- 
tered to  oblige  other  collectors  who  ask 
to  look  at  his  letters. 

The  American  autograph-collecting 
community  is  still  small — there  are 
perhaps  ten  significant  auctions  a 
year  and  only  two  collector  clubs  of 
any  size — and  its  members  are  wary 
of  speculators  who  might  invade  the 
auctions,  drive  up  prices  and  ruin  the 
fun  for  serious  collectors.  So  even  if 
autographs  are  a  solid  investment  op- 
portunity, they  are  not  a  good  vehicle 
for  short-term  gain;  there  is  not 
enough  action. 

David  Smith,  executive  director  of 
The  Manuscript  Society,  one  of  the 
collector  clubs,  points  out  that  all  but 
the  most  experienced  collectors  buy 
from  dealers,  who  will  ensure  an 
item's  worth  and  authenticity  (forger- 
ies abound).  As  in  any  field,  dealers 
buy  stingily  and  mark  up  generously. 
Thus,  says  Smith,  "you're  buying  at 
top  retail  and  selling  at  low  wholesale. 
So  you  usually  have  to  wait  a  number 
of  years  before  your  autographs  appre- 
ciate enough  to  span  that  price  range, 
much  less  make  any  profit." 

"Think  of  it  this  way,"  says  Mal- 
colm S.  Forbes  Jr.,  one  of  the  family's 
four  autograph  collectors.  "If  some- 
thing you  buy  turns  out  to  be  a  good 


Collector  George  Pollack 
Parking  money  in  little  pieces  of  history. 


investment,  your  heirs  will  probably 
know  it,  not  you." 

That  does  not  mean  you  cannot  ex- 
pect to  see  a  profit  on  an  autograph 
collection,  or  portion  of  one,  in  your 
lifetime.  Nor  do  you  need  a  big  bank- 
roll to  start  a  good  collection.  In  fact,  a 
mere  $5,000  to  $7,000  will  get  you  a 
complete  set  of  presidential  signa- 
tures, including  William  Henry  Harri- 
son's. Note:  That's  signatures,  not 
autographs. 

Of  course,  you  don't  have  to  go  after 
Presidents.  "Collect  the  sort  of  thing 
that  interests  you  and  don't  be  afraid  to 
pioneer  a  new  field,"  advises  Charles 
Hamilton,  an  elder  statesman  among 
autograph  dealers.  Are  you  an  opera 
buff?  For  $3,500,  you  can  buy  a  14-page 
musical  manuscript  by  Italian  compos- 
er Gaetano  Donizetti.  For  $1,100, 
Hemingway  fans  can  purchase  a  de- 
tailed two-page  letter  penned  (not 
typed)  in  1 959.  At  the  Boston  auction,  a 
collector  of  lesser  means  picked  up  a 
letter  signed  by  Senator  Robert  Kenne- 
dy's autopen  for  $4.  It  was  one  of  the 
evening's  lighter  moments. 

Autograph  auctions  are  great  fun  for 
the  dealer  and  novice  alike.  But  if  you 
are  the  latter,  it  is  wise  to  let  the 
former  buy  for  you.  The  commission, 
typically  10%  of  the  hammer  price, 
will  be  well  spent.  Dealer  catalogs  are 
the  other  good  way  to  buy  autographs 
and  documents. 

Names  of  reputable  dealers  are 
available  from  either  of  the  two  main 
collector  clubs:  The  Manuscript  Soci- 
ety, 350  N.  Niagara  St.,  Burbank,  Cal- 
if. 91505;  and  Universal  Autograph 
Collectors  Club,  P.O.  Box  467,  Rock- 
ville  Centre,  NY.  11571. 

One  very  good  book  on  the  subject, 


a  selection  of  articles,  is  Autographs 
and  Manuscripts:  A  Collector's  Manual, 
edited  by  Edmund  Berkeley  Jr. 
(Charles  Scribner's  Sons,  New  York, 
$24.95).— Kevin  McManus 

At  the  sound 
of  the  beep . . . 

You  can  spend  $600  on  a  gadget-rid- 
den telephone  answering  machine, 
but  when  you  get  down  to  the  beep, 
the  medium  is  only  as  good  as  the 
message.  What  do  you  say  if  you  really 
rely  on  the  thing? 

Take  Stanley  Halbreich,  who  start- 
ed a  one-man  marketing  and  consult- 
ing business  nine  years  ago  in  Buffalo 
that  keeps  him  out  of  the  office  up  to 
one-third  of  the  time.  His  machine  is 
his  life-support  system.  "The  only 
way  I  was  going  to  get  people  to  leave 
a  message,"  he  discovered,  "was  to 
involve  them  with  the  answering 
message  itself." 

At  first  Halbreich  hired  an  answer- 
ing service  to  handle  his  calls  while 
away.  He  wasn't  satisfied.  It  took  too 
much  time  for  callers  to  get  through 
and  too  many  calls  were  lost. 

So  Halbreich  tried  a  Record-A-Call 
80-A  answering  machine  with  remote 
playback  and  what  manufacturers  call 
"voice-oriented  message  length  ca- 
pacity"— or  VOX.  That  allows  incom- 
ing messages  to  be  recorded  as  long  as 
the  caller  keeps  talking.  That  model 
now  retails  for  $194.95  (although 
many  outlets  discount  models  from 
30%  to  40%  off  suggested  prices). 

Some  minor  mechanical  mishaps 
were  promptly  serviced  by  Record- A- 
Call.  But  Halbreich  was  still  dis- 
mayed. "I  initially  experienced  an 
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New  extra  fine 
writing  from  Cross. 


NOW  A  DISTINCTIVE 
BUSINESS  GIFT  IS 
EVEN  FINER. 


CROSS' 

SINCE  1846 
With  the  gift  of  Cross,  one  is  a!ways  in  good 
company  This  year,  the  Selectip  Pen,  with  your 
corporate  emblem.  For  a  business  gift 
catalog,  write  A  T.  Cross  70  Albion  Road. 
Lincoln,  R  I.  02865  on  your  company  letterheaa 
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85%  to  90%  hangup,"  he  reports.  His 
message  to  callers  was  the  old:  "Sorry 
I'm  not  in.  .  .  ."  So  he  began  to  get 
cute  with  the  messages  he  recorded, 
and  tracked  the  response  rates. 

His  first  cutie:  "Stan  Halbreich,  just 
a  second  will  you?  I'm  on  the  other 
line."  Off-microphone,  callers  were 
led  to  think  they  were  privy  to  some 
long-distance  discussion,  after  which 
Halbreich  came  back  and  said,  "Look, 
I'm  going  to  be  tied  up  on  this  call. 
Leave  your  name  and  number  when 
you  hear  the  tone  and  I'll  be  right  back 
with  you."  Halbreich  immediately 
was  rewarded  with  a  response  rate  of 
almost  60% . 

Then  he  went  one  further.  "I 
thought  I'd  appeal  to  their  prurient 
interests."  He  changed  the  message  so 
that,  after  announcing  his  name  and 
asking  the  caller  to  wait  a  moment,  a 
young  lady  would  be  heard  in  the  back- 
ground giggling,  "Stanley,  stop  it!  The 
office  is  no  place  for  this  activity!  Stop 
it ! "  Then  the  voice  of  Halbreich  would 
cut  in  to  say,  "Well,  I  know  you  want 
to  know  what's  going  on,  but  the  only 
way  I  can  help  you  is  if  you  leave  your 
name  and  number  and  I'll  be  back  to 
you  soon."  This  encouraged  hordes  of 
calls  from  friends  of  friends  of  friends 
interested  in  the  novelty  of  Hal- 
breich's  affaires  d'office. 

Besieged,  Halbreich  settled  for  a 
more  mundane  approach  and  now  sim- 
ply announces  the  date  (so  callers  gen- 
erally know  when  he's  last  been  in  the 
office)  and  the  weather  (a  lot  of  his  calls 
are  from  out  of  town) .  He's  pleased  with 
his  average  response  rate  of  75%.  Ap- 
parently, we  are  all  getting  used  to 
leaving  messages  with  machines. 

For  the  less  imaginative  who  want 
to  amuse  callers,  humorous  prerecord- 
ed message  cassettes  can  be  pur- 
chased for  under  $10  at  some  novelty 
shops,  decorator  phone  stores  or 
stores  that  sell  telephone  answering 
machines. 

Which  machine  to  buy?  Generally, 
home  use  can  be  served  with  the  most 
basic  features:  answering  the  phone 
with  a  prerecorded  greeting,  and  a  re- 
cording capacity  of  up  to,  say,  36  mes- 
sages— 32  seconds  each.  Phonesitter's 
lowest-priced  model,  the  P-50,  does 
just  that,  retailing  for  $79.95.  Phone- 
Mate's  model  PM  900  ($84.95)  has 
similar  features,  and  it  lets  you  screen 


calls  so  you  can  choose  to  answer  or 
let  Phone-Mate  do  the  recording.  Pan- 
asonic sells  the  KX-T1505  for  $124.95 
that  will  do  all  the  above,  with  the 
added  VOX  feature.  Sanyo's  TAS  1  (no 
remote,  no  VOX)  sells  for  $129.95  and 
its  TAS  2  (no  remote,  but  with  VOX) 
retails  for  $169.95. 

Getting  fancier,  Phone-Mate  has  an 
Ultra  Executive  Series  of  SAM  (Smart 
Answering  Machines).  The  Remote 
960  comes  with  its  own  built-in 
phone,  plus  a  memory  dial,  alphanu- 
meric display,  audio  scan,  remote 
playback  and  remote  backspace,  digi- 
tal message  counter  and  timer,  record/ 
dictation  and,  of  course,  VOX.  This 
baby  retails  for  $399.95.  Its  brother 
SAM  Remote  950  has  similar  fea- 
tures, minus  the  built-in  phone,  for 
$339.95. 

Panasonic's  top-of-the-line  model 
KX-T1530  sells  for  $499.95  and  offers 
dual  remote.  That  feature  lets  you 


change  outgoing  messages  from  an 
outside  phone.  It  also  has  variable  ring 
pickup,  record/dictation  and  VOX. 

Then  there  is  the  granddaddy  of 
them  all,  the  Code-A-Phone  (by  Ford 
Industries),  which  makes  the  Total 
Remote  5500  for  $599.50.  It  does  every- 
thing the  other  deluxe  models  can  do 
but  has  more  remote  operating  capa- 
bilities. There  is  a  less  expensive  ver- 
sion (with  fewer  amenities,  the  Re- 
mote 1 750,  priced  at  $219.95). 

With  all  these  models  and  more 
flooding  the  market,  obviously  it's 
not  easy  to  choose  a  machine.  Even 
giant  International  Telephone  and 
Telegraph  Co. — which  makes  sever- 
al models  ranging  in  price  from 
$100  to  $449 — ran  into  problems. 
Its  public  relations  department  has  a 
telephone  answering  machine  to 
record  after-hours  calls.  Employees 
take  turns  taking  the  beeper  home 
to  respond  to  urgent  messages.  But 
the  need  for  the  device  preceded 
ITT's  domestic  entry  into  the  field, 
so  ITT's  flacks  use  Ford  Industries' 
Code-A-Phone  model. — Jayne  Pearl 
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Guest  Quarters  hotels  will  impress  you  immediately. 
They  have  luxurious  suites  instead  of  rooms. 
And,  of  course,  the  good  taste 
to  ask  me  to  tell  you  about  them.' —  Dick  Cavett 


Mr.  Cavett  is  shown  relaxing  in  the 

living  room  of  a  spacious  Guest  Quarters  suite. 


"I  have  achieved  some  success;  I  am  a  frequent  traveller 
and  a  patron  of  finer  hotels.  I  have,  as  we  say  in  Nebraska, 
the  right  stuff  for  this  job.  First,  let  me  explain  what  the  ad 
guys  refer  to  as  Guest  Quarters'  Unique  Selling  Proposi- 
tion. Or,  when  they're  in  a  hurry,  USE 

"Guest  Quarters  hotels  have  no  rooms.  Only  suites. 
Big,  elegantly  appointed  suites,  each  with  its  own  living 
room,  full  dining  area,  kitchen  and  separate  bedroom. 
All  for  the  price  of  but  a  single  room  at  other  fine  hotels. 
Which  is  certainly  USP  enough  for  me. 

"I  am  also  impressed  by  Guest  Quarters'  very  personal 
suite  service.  They  will  set  your  dining  room  table  and 
serve  you  a  sumptuous  meal.  Or  stock  your  kitchen 
shelves  and  refrigerator  with  a  special  grocery  order. 


Special  suite  service  arrangements  may  also  be  made 
for  small  business  meetings  or  private  parties. 

"Even  if  you're  only  going  to  be  in  town  for  a  night, 
you  may  now  spend  it  more  comfortably  than  ever  before, 
without  paying  extra  for  the  privilege. 

"I  encourage  you  to  reserve  a  Guest  Quarters  suite  in 
any  of  the  cities  listed.  Tell  them  Dick  Cavett  sent  you. 
"I've  always  wanted  to  say  that." 

Washington,  D.C.,  two  locations,  from  $110,  Houston,  TX., 
two  locations,  from  $106,  Greensboro,  N.C.,from  $53,  Atlanta, 
GA.,  two  locations,  from  $64  and  $86,  Alexandria,  VA.,  from 
$74.  For  reservation  and  information  call  toll-free  800-424-2900. 
In  Washington,  D.C.  call  861-6610. 

MM 


Only  suites.  Only  the  best  hotels  in  America. 


Choose  your  project  bank 
not  only  for  its  resources,  but  foi 
its  ability  to  orchestrate 

them  on  your  behalf 


There  are  only  a  handful 
of  banks  in  the  world 
which  have  what  it  takes 
to  perform  a  lead  role  in  project 
financing.  Because  very  few  banks 
have  the  finely 
tuned  financial  and 
technical  expertise  to 
originate  a  tailored  finan- 
cial proposal,  as  well  as  a  ^'-^ 
capital  base  large  enough  to 
make  the  major  loan  commitments 
required  for  world-scale  projects. 

At  Bank  of  Montreal, 
we've  compiled  an  enviable 
record  in  international  project  . 
finance,  not  only  because  we 
have  these  resources,  but  because 
of  our  proven  ability  to  orches- 
trate them  professionally  in  a 
creative  risk-sharing  arrangement 
which  best  fulfills  the  objectives 
of  both  lender  and  borrower. 

Bringing  into  play  their 
formidable  knowledge  of 
resource  extraction,  delivery  and 
marketing,  our  engineers  act  in 


concert  with  our  bankers  to 

design  a  proposal  which 
is  perfectly  tuned  to 

/""N^    your  nee^s  an^  accu" 
ratety  reflects  tne  risk 
'  ^        profile  of  your  project. 
j  These  specialist  teams 

within  our  Merchant  Banking 
Group  form  a  Project  Finance 
unit  whose  professionalism 
is  unexcelled,  and  whose  per- 
formance has  made 
Bank  of  Montreal  a  respected 
player  in  the  international 
financing  community. 

Their  mobility,  co-ordi- 
nation and  in-depth 

knowledge  of  strategic 
markets  allows 
them  to  bring  a  global 
perspective  to  your  specific 
requirements. 

Contact  your 
Bank  of  Montreal  Account  Mana£ 
or  Project  Finance,  Merchant  Ban! 
ing  Group,  First  Canadian  Place, 
Toronto,  Canada  Telex:  06524041 
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|  Henry  Kaufman  is  Wall  Streets  favorite  sage  right  now,  but  we 
lean  toward  what  you  might  call  the  Wally  Cox  approach. 


Will  the  bad  apples 
spoil  the  entire  barrel? 


By  Ben  Weberman 


It's  kind  of  like  the  old  Wally  Cox 
nightclub  routine.  He  buys  thcNew 
York  Times  every  day  but  instead  of 
reading  it  puts  the  paper  in  a  drawer. 
Makes  him  feel  good  when  he  takes 
the  paper  out  a  couple  of  weeks  later 
and  finds  out  that  some  particular  bad 
news  is  behind  him. 

We  are  not  joking.  Forbes  thinks  it 
might  be  smart  to  forget  the  dreadful 
headlines  about  banking  for  a  while. 
The  direr  prognostications  aren't  go- 
ing to  come  to  pass.  A  few  losers  have 
been  signaled  by  the  rating  agencies. 

The  news  sure  sounds  bad.  Chase 
Manhattan  Corp.  had  $907  million  in 
"nonperforming"  loans  on  Dec.  31, 
T.P  Morgan  &  Co.  Inc.  $377  million  of 


these  loans,  BankAmerica  Corp. 
$1,223  billion.  "Nonperforming"  is  a 
euphemism  for  bad  loans.  There 
haven't  been  so  many  of  these  rotten 
apples  in  the  barrel  since  the  height  of 
the  1975  realty  lending  disaster. 

Why  then  aren't  we  worrying? 
Chiefly  because  the  banks  saw  what 
was  coming  and  provided  for  it  in 
their  reserves  for  bad  loans.  Chase  had 
$541  million  of  reserves  set  aside  on 
Dec.  31  to  cover  loan  chargeoffs,  Mor- 
gan had  $301  million  and  BofA  had 
$613  million.  So,  if  Morgan  collects 
even  50  cents  on  the  dollar,  its  reserve 
will  be  more  than  adequate;  in  the 
most  unlikely  event  that  the  loans 
turn  out  to  be  totally  worthless,  Mor- 
gan would  have  to  take  only  relatively 
minor  further  writeoffs. 


"Bank  managements  have  indicat- 
ed they  feel  comfortable  with  current 
levels  of  nonperforming  assets  based 
on  recent  historic  experiences,"  says 
Merrill  Lynch  vice  president  and  bank 
analyst  James  Wooden.  "While  the 
level  of  nonperforming  assets  grew 
substantially  in  the  fourth  quarter  of 
1981,  hardly  any  bank  has  a  ratio  that 
approaches  the  horrible  experience  of 
year-end  1975."  By  contrast  to  a  typi- 
cal 1.9%  of  total  loans  in  the  nonper- 
forming category  at  the  end  of  1981, 
the  ratio  was  5.1%  in  1975. 

While  the  public  and  analysts  tend 
to  focus  on  the  quality  of  credit  as  a 
major  question  for  banking  in  the 
year  ahead,  the  bankers  tend  to  place 
more  emphasis  on  the  risks  they 
have  been  subjected  to  by  widely 


A  few  superlatives 

Performance  highlights,  drawn  from  the  tables  on  the  following  pages. 

Biggest-fastest 
BankAmerica  (Cal) 

$121,158 

Total  bank  assets1 — 1981 

Smallest-slowest 

United  Jersey  Banks  (NJ) 

$2,814 

Republic  New  York  (NY) 

35.6% 

Growth  of  assets2 
Industry  median:  12.6% 

First  Pennsylvania  (Pa) 

-4.8% 

State  Street  Boston  (Mass) 

73.0% 

Growth  of  earnings  per  share2 

Industry  median:  14.5% 

Equimark  (Pa) 

P-D 

Allied  Bancshares  (Tex) 

25.2% 

Four-year  return  on  equity 

Industry  median:  14.5% 

First  Pennsylvania  (Pa) 

-8.4% 

First  National  Bncp  (Colo) 

7.90% 

Net  interest  margin-1981 

Industry  median:  4.62% 

Bank  of  Tokyo  Trust  (NY) 

1.47% 

JP  Morgan  (NY) 

$35,200 

Value  of  managed  trust  assets1 

Marine  Midland  (NY) 

$2,812 

Financial  Corp  of  Amer  (Cal) 

1.83% 

S&Ls'  spread  between 
earning  assets  and  cost  of  funds 

United  Financial  (Cal) 

-2.72% 

■Dollar  value  in  millions.    Compounded  annual  rate  1977/81.    P-D:  Profit  to  deficit. 
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100  largest  bank  holding  companies:  a  statistical  profile 


)')KI  size  measures  (Smillions) 


Loan 


Standby 


Long- 


domestic 

loss 

Total 

letters 

term 

Total 

Total 

Total 

demand 

Total 

res  as  % 

invest- 

of 

Total 

debt  "„ 

operating 

Net 

Rank 

assets 

deposit-. 

deposits 

loans 

of  loans 

ments 

credit 

capital 

capital 

income 

income4 

Company  and  hea 

1 

$121,158 

$94,369 

13.9% 

$71,850 

0.9% 

$6,588 

S4.600 

$5,888 

30.5% 

515,085 

$445  4 

BankAmerica  tCal) 

2 

119,232 

72,125 

77,712 

0.8 

6,519 

14,018 

12,743 

66.1 

18,275 

555.0 

Citicorp  [NY] 

3 

77,839 

55,300 

16.4 

51,001 

1.1 

3,821 

4,400 

4,513 

33.6 

10,651 

443.9 

Chase  Manhattan  (IV 1 

4 

59  i  09 

42  462 

21 .3 

37^774 

0.9^ 

3.01  1 

4, 1 48 

3  122 

38.6 

7  393 

212.5 

Vtfrs  Hanover  INYl 

53  522 

$6  i )  M 

18.9 

28,52 1 

IP 

5  030 

4  100 

2  946 

17.8 

6  778 

374.5 

1  P  Mori'an  1  IVYl 

6 

46,972 

29,594 

16.3 

32,054 

1 .0 

2, 169 

4,304 

2,573 

33.5 

6,287 

260.3 

Continental  Illinois  \ 

7 

44,917 

29,430 

25.7 

28,058 

1.1 

2,911 

3,743 

2,077 

25.3 

5,658 

215.2 

Chemical  New  York) 

8 

36,982 

27,407 

31.4 

21,056 

1.4 

4,342 

1,106 

2,276 

29.8 

4,319 

246.5 

First  Interstate  Bncp 

9 

34  213 

23  345 

1 9.8 

18,71  5 

1 .2^ 

1  961 

3  511 

1  597 

16.7 

4  656 

192.2 

DilllKCl?    1  IUM  l\  I 

10 

33  562 

25  555 

13.7 

20  205 

i.er 

1,528 

2  604 

1  710 

25.6 

4,326 

122.1 

Fircl  (  1 1 1 1  i"i  i  I  III 

11191   1    1 1 1  LdUtI  111 

1 1 

32,999 

23,446 

23.0 

2 1 , 743 

l.p 

1,773 

1 ,444 

2,328 

43.2 

4,219 

207.2 

Security  Pacific  (Call 

12 

23,219 

16,854 

21.5 

17,083 

0.9 

1,21 1 

466 

2,197 

53.5 

3,306 

125.9 

Wells  Fargo  (Call 

13 

22,494 

16,495 

19.7 

14,124 

1.1 

1,096 

1,194 

1,256 

16.9 

2,654 

62.2 

Crocker  National  [Q 

14 

1 8  68 1 

]  4  ()96 

1 8.6 

1 0  920 

1.2 

1  092 

839 

1216 

32.4 

">  4K4 

87.3 

W  i  r i  ii  (•    VI  1 1 1 1  i  n  1 1  RinL 
*  1  <!  i  1 1 1 i_     >  1  1  U  1  J  1 1 U  £)<J  1 1  r 

]5 

IK, 448 

1 1,838 

24.3 

9,924 

1.5 

1,376 

581 

1 ,439 

32.1 

2,246 

126.0 

Mellon  National  (Pa) 

16 

18,227 

1 4,006 

27.8 

9,957 

1 .4' 

1 ,354 

633 

906 

27.5 

2,390 

97. 1 

Irving  Bank  (NY) 

17 

17,318 

12,559 

27.9 

9,952 

1.2 

2,359 

846 

1,248 

31.6 

2,070 

171.7 

Interfirst  (Tex) 

18 

16,809 

11,020 

20.5 

9,203 

1.3 

1,417 

569 

1,239 

33.8 

2,948 

118.3 

First  Natl  Boston  [Ma 

19 

1 5, 14  1 

1 1,386 

25.4 

8,726 

1.1 

2,418 

358 

1 ,34 1 

34.1 

1,904 

125.1 

Northwest  Bancorp 

20 

14  91  1 

1 1,023 

25. 1 

7,920 

1 .0 

2,233 

415 

1  212 

29.5 

1  790 

107. 1 

Firvt  R'inL'  ^v*kt em  1  W 

1  1191    Udlll\    .J>  31C111   I  I'll 

21 

14,5 1 2 

10,529 

34.8 

7,773 

1 .4 

1,928 

274 

801 

1 1 .0 

1,583 

140.9 

Texas  Comm  Bancsh* 

22 

14,441 

10,086 

26.9 

7,866 

1.2 

1,984 

467 

920 

21.8 

1,749 

123.6 

Republic  of  Texas  i,Te 

23 

14,291 

10,859 

28.2 

7,445 

1.3 

2,093 

550 

788 

97 

1,580 

133.1- 

First  City  Bancorp  (Tt 

24 

12  145 

8  656 

25.1 

5  666 

1.3 

1  599 

88 

823 

15.2 

1  380 

69.1 

NRTl  Rinrnrn  iMirhl 

Dill  11  III  1/   \    <  1  J  I.  1  1 

25 

1 1  463 

8  080 

26.0 

6  970 

0.7 

1 ,064 

?  1  1 

554 

19.8 

1  495 

58  0 

RinL'  fit  W w  Ynrlf  1  \." 

Ddlllx  III   .tlC«      1  ill  h    i  ^ 

26 

10,747 

8, 149 

22.6 

7,091 

1.2 

539 

207 

685 

17.2 

1,425 

78.5 

Seafirst  (Wash) 

27 

8,146 

5,866 

24.0 

5,258 

1.0 

495  ' 

650 

466 

28.0 

1,139 

32.4 

European  American'1  ( 

28 

7,724 

5,223 

23.5 

3,801 

1.2 

1,044 

164 

571 

24.3 

979 

59.6 

NCNB  INC) 

29 

7  707 

5  25 1 

8.0 

2  855 

1 .8 

984 

33 

580 

39.2 

1  068 

73.7 

30 

7  488 

4  574 

33.6 

3  953 

0.9 

540 

365 

361 

0.3 

939 

33  4 

H  irtiv  RinLwurn  111' 
lid  I  IIS  DdllKLUl  U  111 

31 

6,935 

4,441 

26.4 

3,496 

1.3 

1,221 

286 

480 

19.0 

867 

64.4 

Pittsburgh  Natl  (Pa) 

32 

6,895 

5,206 

39.7 

4,153 

11 

819 

216 

384 

14.3 

891 

29.4 

Union  Bank6'"  ICal) 

33 

6,870 

4,721 

34.4 

4,323 

1.6s 

845 

293 

475 

23.8 

833 

66.8 

Mercantile  Texas  (Tex 

34 

6  453 

4  970 

31.  J 

3  133 

1 .4 

919 

79 

561 

30.9 

817 

49.3 

S  i  l  1  l  1  1 1  i  ■  1     t    K  I  1 1  k  1  T 1  "      r  1 
J\t  LI  I 1 1  Ca5  1    ll.lllfxlll^   (  1 

35 

6  297 

4  40  i 

40.5 

3  3^4 

1 .2 

648 

1 1 1 

484 

27.3 

779 

39.6 

I'lul  uli  lnhi  i  \  ill  Pi 
1  1 1  1  !.l  U  U  |M  1  1 .1     \  .1  I  1  \i  at 

36 

6,266 

4,488 

31.6 

3,313 

1.2 

659 

80 

413 

3.7 

721 

66.2 

Wachovia  (NC) 

37 

6,257 

2,080 

39.1 

4,444 

2.1 

328 

1 15s 

1,244 

68.0 

943 

10.5 

Walter  E  Heller  Int!''  l| 

38 

6,238 

4,314 

28.2 

3,425 

1.1 

523 

287 

348 

8.6 

849 

38,1 

Northern  Trust  (III) 

39 

6  229 

5  109 

20.9 

3  9^7 

0.7 

783 

453 

21.7 

759 

37.7 

W  icniosii  \  jtiftn  il  i  \l 
.illLIIIt^dll  :>idiiuildl  \lJ l 

40 

6  154 

4  786 

18  5 

2  738 

]  J 

1  161 

362 

7  6 

696 

36  0 

HFTROITRANK  iMiri 

41 

6, 1 36 

5,027 

28.8 

3,882 

l.l5 

8 1 1 

102 

380 

0.0 

760 

57.1 

Valley  National  (Ariz) 

42 

5  969 

4  7^6 

">4  o 

l  l ^ 
I .  i 

60  5 

27  1 
oil 

/  Oo 

zu.n 

\    ill    l>   111L    nf  Xi     i  in.  t 

,\an  udnk  oi  ,\  .Airier 

43 

5,819 

4,318 

3,490 

1.1 

468 

99 

395 

15.8 

723 

42.8 

Ranier  Bancorp  (Wash' 

44 

■  5,656 

3,934 

3,626 

0.9 

714" 

65 

635 

34.9 

669 

65.1 

U  S  Bancorp  (Ore) 

45 

5,530 

4,079 

23.6 

3,004 

1.2 

1,105 

48 

566 

0.0 

643 

60.1 

AmeriTrust  (Ohio) 

46 

5,511 

4,157 

2,807 

980 

102 

340 

7.8 

619 

33.1 

BancOhio  (Ohio) 

47 

5,504 

4,453 

2,833^ 

1  5 

1,385 

7  7 

474 

26.2 

591 

45.5 

Barnett  Banks  of  Fla  (F 

48 

5,388 

25.2 

2,305 

1  5 

1,076 

115 

479 

20.9 

620 

43.7 

National  City  (Ohio) 

49 

2,679 

i.r 

781 

95 

376 

25.2 

620 

38.8 

Centerre  Bancorp  (Mo) 

50 

5,297 

3,261 

24.1 

2,566 

1  5 

984 

49 

329 

25.9 

595 

41.8 

First  Union  (NC) 

'Four-year  average  is  a  come 
extraordinary  items.  'Net  1 
losses  excluding  gain  on  sak 


inual  rate:  1977/81. 
ome  on  a  tax-cquival 


ions  and  extraordinary  items. 


nn  continuing  operations  alter  security 
lasts  as  a  percent  of  average  earning  asse1 


gains  or  losses  excluding  gain  on  sale  of  operation: 
s.    'From  continuing  operations  before  securitv  gai) 
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Growth 

Profitability 

— measures'- 

 &  cost  measures —   - 

 Stock  data  

|ge  assets 

Equity  per  share 

Earnings  per  share2 

Dividend 

Return 

Net  int 

(^ii>rl)i'iil 

W  VtTEHcaU 

f      1981  vs 

4-year 

1981  vs 

4-year 

1981  vs 

4-year 

on  equity 

margin3 

times  N! 

Recent 

1981 

P/E 

1980 

average 

1980 

average 

1980 

average 

4-yr  avg 

1981 

1981 

price 

EPS2 

ratio 

yield 

8.4% 

10.7% 

4.4% 

2.7% 

-31.1% 

14.6% 

I  7.0",, 

3.11% 

6.0 

17 

$  3.02 

5.6 

8.9% 

8.2 

10.0 

7.7 

8.9 

4.5 

10.2 

15.0 

2  60 

5.5 

25  Vs 

4  ^0 

A  1 

0. 1 

6.1 

9.8 

10.0 

1 1.5 

31.8 

13.9 

9.0 

14.6 

3.25 

3.9 

11.56 

4.8 

6. 1 

15.9 

8.6 

8.1 

4.7 

- 10.2 

9.1 

14.0 

2.88 

5.2 

31% 

6.17 

5.1 

9.2 

8.8 

10.8 

10.1 

12.2 

1.3 

11.6 

15.6 

2.43 

1.8 

53% 

8.44 

6.4 

6.3 

11.2 

1 1.0 

1 1.4 

12.5 

12.0 

10.7 

16.2 

2.46 

2.5 

27 Vi 

6.44 

4.3 

7.3 

11.3 

7.7 

9.2 

16.7 

11.7 

6.3 

13.6 

3  35 

4  6 

34% 

8.3 

1  1.7 

12.0 

10.7 

15.6 

2.3 

17.8 

17.0 

4.61 

4.7 

291/1 

5.83 

5.1 

6.9 

7.8 

9.4 

10.1 

29.4 

—  4.4 

5.4 

15.3 

2.78 

3.4 

30% 

6.89 

4.5 

6.6 

5.4 

5.2 

5.6 

0.9 

88.6 

5.5 

9.4 

2.13 

4.5 

19  V* 

2.98 

6.4 

6.3 

15.2 

11.7 

12.3 

15.7 

7.6 

14.4 

17.2 

3.83 

4.6 

32% 

7.05 

4.6 

6.7 

9.8 

9.5 

6.1 

7.9 

0.0 

15.2 

15.3 

3.85 

6.0 

22 

5.33 

4  1 

8.7 

13.7 

11.5 

15.9 

-2.0 

-40.5 

9.1 

14.0 

4.27 

10.1 

28  Vi 

4.02 

7.1 

8.4 

11.4 

5.6 

7.9 

28.0 

22.2 

6.1 

8.6 

3.56 

5.3 

23 

4.24 

5.4 

5.4 

15.5 

8.1 

8.2 

13.2 

2.6 

11.0 

12.6 

3.22 

2.6 

35 '/s 

5.88 

6.0 

6.4 

10.8 

10.8 

12.4 

20.8 

13.6 

9.4 

15.4 

3.56 

4.1 

43'/: 

11.02 

3.9 

7.7 

15.7 

13.7 

13.9 

17.7 

15.1 

19.2 

18.9 

4.80 

2.2 

21% 

3.21 

6.8 

5.0 

1  3.6 

9.4 

1 1.3 

25.3 

14.1 

7.4 

14.3 

4.37 

4.2 

41% 

9.38 

4.4 

7.0 

8.6 

9.8 

6.8 

6.7 

- 12.3 

13.0 

15.2 

4.25 

4.5 

22  Vi 

3.85 

5.8 

7.3 

12.7 

10.1 

7.4 

7.3 

- 14.0 

11.1 

15.1 

3.90 

3.7 

31 

6.38 

4.9 

8.5 

22.4 

16.1 

18.4 

23.8 

29.0 

13.7 

20.3 

4.82 

1.8 

341/4 

4.49 

7.6 

3.2 

15.9 

12.5 

13.7 

24.7 

28.1 

15.0 

17.0 

4.07 

2.3 

27'/i 

5.01 

5.5 

5.4 

21.2 

13.9 

15.8 

22.9 

28.3 

18.9 

18.5 

4.88 

2.3 

26% 

4.22 

6.3 

4.5 

12.8 

7.9 

5.5 

2.6 

- 12.7 

7.4 

12.3 

3.42 

3.8 

21% 

5.31 

4.1 

9.6 

11.5 

6.6 

7.2 

14.5 

13.5 

7.1 

13.4 

3.56 

5.1 

40 

8.50 

4.7 

8.0 

13.6 

12.0 

11.7 

12.7 

10.0 

13.1 

16.2 

4.94 

4.3 

25% 

4.93 

5.2 

5.6 

11.6 

13.1 

7.1 

36.5 

8.1 

9.5 

3.28 

5.4 

1 1.7 

11.1 

11.0 

18.3 

4.3 

12.1 

15.5 

4.03 

3.4 

I31/2 

2.66 

5.1 

6.5 

27.7 

19.0 

20.8 

29.5 

8.7 

37.7 

23.3 

3.84 

2.0 

33% 

5.60 

6.0 

4.1 

3.5 

5.5 

6.0 

-0.6 

-2.9 

7.4 

9.2 

2.92 

6.0 

26'/i 

4.38 

6.1 

8.3 

14.2 

9.6 

10.5 

16.7 

19.0 

13.7 

15.1 

3.94 

2.5 

26% 

4.63 

5.8 

6.5 

7.2 

9.6 

5.4 

10.4 

-8.7 

1 1.8 

4.69 

7.8 

18.6 

15.1 

17.4 

15.2 

23.2 

13.6 

20.2 

5.33 

2.5 

22% 

3.67 

6.2 

4.9 

17.7 

6.9 

6.7 

29.5 

-2.5 

25.7 

14.8 

4.90 

4.5 

15 

3.15 

4.8 

6.7 

2.6 

7.4 

5.5 

10.2 

- 1 1.0 

8.6 

11.9 

4.61 

5.6 

30 

6.13 

4.9 

10.3 

8.6 

9.8 

9.7 

12.6 

5.9 

17.3 

14.2 

5.45 

3.6 

22% 

3.23 

7.0 

5.5 

6.2 

7.0 

1.8 

-24.5 

-76.5 

7.9 

1 1.3 

4  95K 

3.1K 

17 

0.85 

20.0 

7.6 

10.4 

7.4 

7.4 

9.4 

12.3 

9.1 

11.1 

3.42 

4.7 

38  '/i 

7.31 

5.2 

7.1 

7.5 

1 1.4 

7.8 

1.6 

-5.4 

16.9 

15.1 

4.85 

5.6 

18'/4  ' 

3.51 

5.2 

6.6 

10.9 

8.0 

4.4 

-0.2 

- 10.5 

13.6 

12.6 

3.27 

4.5 

22% 

3.75 

6.0 

8.8 

1 1.8 

13.9 

12.3 

17.3 

-7.7 

16.7 

18.7 

4.89 

4.1 

17% 

3.24 

5.4 

6.7 

10.6 

9.7 

21.6 

3.2 

-16.9 

6.0 

4.02 

13.7 

7.8 

10.9 

10.0 

9.4 

8.9 

15.1 

15.1 

5.35 

4.7 

21% 

4.52 

4.7 

7.0 

12.4 

13.6 

12.8 

14.0 

11.8 

13.7 

18.2 

5.71 

2.5 

19% 

3.60 

5.4 

5.2 

-1.6 

6.5 

6.0 

5.3 

11.9 

11.1 

11.3 

5.03 

2.6 

27% 

6.29 

4.3 

10.0 

3.5 

5.1 

7.2 

1.5 

244.4 

-7.9 

8.6 

4.72 

6.5 

13'/4 

3.41 

3.9 

7.5 

15.9 

11.7 

12.8 

26.4 

5.4 

15.9 

15.9 

5.85 

4.9 

20% 

3.11 

6.6 

4.7 

2.0 

7.8 

5.1 

-1.5 

-14.4 

9.0 

14.1 

3.86 

3.1 

27'/a 

5.11 

5.3 

10.1 

16.2 

8.5 

8.1 

10.1 

7.7 

8.5 

13.5 

4.32 

3.7 

20  Vi 

4.61 

4.4 

8.8 

18.1 

8.4 

7.8 

18.7 

-13.2 

6.6 

15.4 

4.62 

5.3 

18% 

3.04 

6.1 

6.0 

des  leases.  ^Company  not  publicly  traded,  stock  data  not  available.  Bank  only;  not  organized  as  a  holding  company.  ""Bank  only  "Includes  results  of 
ink  operations  where  applicable     P-D:  profit  to  deficit.    D-P:  deficit  to  profit     D-D:  deficit  to  deficit,    def:  deficit. 
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1982  ANNUAL  BANKING  SURVEY 


100  largest  bank  holding  companies:  a  statistical  profile 


-1981  size  measures  (Smillions)- 


% 

domestic 


Loan 
loss 


Total 


Standby 
letters 


Long- 
term 


Total 


Total 

Total 

demand 

Total 

res  as  % 

invest- 

of 

Total 

debt  % 

operating 

Net 

Rank 

assets 

deposits 

deposits 

loans 

of  loans 

ments 

credit 

capital 

capital 

income 

income4 

Company  and  heat 

51 

$5,257 

$3,525 

30.3% 

$3,089 

1.6% 

$942 

$  84 

$886 

75.5% 

$718 

$-5.2 

First  Pennsylvania  (Pa; 

52 

5,253 

3,958 

35.8 

2,747 

1.3 

764 

112 

324 

14.8 

601 

43.8 

Southwest  Bancshs  (1 

5  225 

4  057 

24.2 

3, 104 

1.0 

916 

93 

305 

16.6 

627 

6.3 

W  'lilntn'tiirprt  \J;im  if! 

54 

5  138 

3  507 

33.4 

2,236 

1.2 

733 

1 13 

371 

25.8 

575 

42.3 

Mercantile  Bancorp  (J 

55 

4  915 

3  566 

41.1 

2,691 

1.6  s 

672 

21 

340 

14.7 

592 

45.2 

Citizens  &-  Sthrn  Cia  | 

56 

4,782 

3,266 

32.0 

3,017 

1.3 

422 

123 

383 

27.3 

554 

38.7 

Guard  (Pa) 

57 

4,726 

3,501 

29.3 

2,810 

1.1 

693 

124 

304 

24.2 

588 

28.2 

First  Wisconsin  [\\  is^. 

58 

4  501 

3  159 

27.2 

2,484 

1.2 

454 

62 

380 

25.6 

517 

38.9 

M.ir\  I.iihI  Nation al  N 

59 

4  443 

3,41 8 

27.2 

2, 129 

1.5 

472 

81 

272 

21.8 

592 

29.6 

New  Eng  Merchants  ( 

60 

4  44 1 

3  600 

35.3 

2,659 

2.0 

783 

160 

324 

1 7.0 

530 

62.9 

'\llif*n  Rinr^harpt  iTp 

61 

4,223 

2,720 

15.8 

2,301 

1.6* 

610 

51 

422 

51.3 

508 

34.2 

Industrial  National  [B 

62 

4,161 

3,000 

25.1 

2,302 

0.9 

595 

50 

457 

35.7 

494 

43.6 

First  Security  (Utahl 

63 

4  105 

3  115 

37.1 

2, 163 

1.1 

756 

43 

253 

16.9 

457 

30.6 

First  Natl  St  Bancorp 

64 

4,077 

3,214 

34.7 

2,095 

1.5 

547 

37 

273 

20.6 

424 

33.1 

Midlantic  Banks  [\]^ 

65 

4,062 

3,497 

25.5 

2,712 

1.0 

543 

103 

259 

28.8 

488 

16.3 

California  First  Bk  \i 

66 

4,043 

3,072 

34.0 

2,199 

1.2 

656 

64 

324 

24.3 

481 

40.9 

Texas  American  Bshs 

67 

4,033 

2,910 

25.1 

1,720 

1.4 

1,094 

29 

267 

14.3 

438 

25.1 

Society  [Ohio) 

68 

3,983 

2  885 

40.4 

2,077 

1 .4 

522 

42 

253 

23.8 

465 

24.4 

Shawmut  (Mass) 

69 

3  973 

3,255 

9.6 

2,177 

0.9 

553 

103 

265 

14.3 

527 

9.3 

Bank  of  Tokyo  Trust** 

70 

3,926 

2,842 

30.7 

2,787 

1.2 

491 

152 

341 

27.5 

466 

38.8 

United  Virginia  Bshs  | 

71 

3,924 

2,453 

29.8 

2,213 

1.4 

331 

84 

251 

24.5 

503 

11.9 

BanCal  Tri-State  iCal) 

72 

3,711 

3,158 

32.6 

1,888 

1.1 

770 

23 

260 

15.3 

423 

29.1 

Sun  Banks  of  Florida  ( 

73 

3,668 

3,003 

30.0 

1,714 

0.9 

456 

82 

192 

0.2 

424 

24.4 

Riggs  National  (DC) 

74 

3  667 

2,627 

35.0 

1,947 

2.0s 

407 

123 

264 

29.3 

423 

26.4 

Fidelcor  (Pa) 

75 

3  645 

3  117 

22.6 

2, 103 

1.5 

898 

41 

255 

37.4 

316 

15.9 

First  American  Bank  ( 

76 

3,639 

2,874 

26.8 

1,962 

1.4 

674 

30 

290 

14.4 

414 

39.0 

Banc  One  (Ohio) 

77 

3,576 

2,452 

42.7 

2,015 

1.3 

447 

113 

219 

22.8 

429 

27.2 

CBT  (Conn) 

78 

3,546 

2,644 

27.4 

2,137 

1.2 

469 

47 

275 

31.2 

437 

20.2 

Lincoln  First  Banks  (!N 

79 

3,484 

2,443 

44.1 

2,1 13 

1.7 

200 

46 

290 

30.7 

427 

36.0 

First  Atlanta  (Ga) 

80 

3,462 

2,866 

30.5 

1  790 

1.1 

800 

29 

233 

7.7 

404 

30.2 

BayBanks  (Mass) 

81 

3,460 

2,409 

50.1 

1,817 

2.3 

488 

37 

262 

16.9 

424 

49.3 

Trust  Co  of  Georgia  (C 

82 

3,388 

2,248 

43.9 

1,209 

1.9 

674 

56 

233 

29.3 

406 

28.1 

State  Street  Boston  (JV1 

83 

3,312 

2, 197 

34.0 

1  608 

1.6 

599 

100 

278 

14.2 

393 

36.8 

Provident  National  (Pa 

84 

3,296 

2,419 

43.2 

1,861 

1.1 

407 

79 

240 

23.0 

391 

28.6 

United  Banks  of  Colo 

85 

3,214 

2,487 

29.3 

1,824 

1.4 

559 

63 

258 

30.3 

380 

29.2 

Virginia  Natl  Bkshs  (\ 

 1 

86 

3,195 

2,359 

24.6 

1,686 

1.1 

482 

31 

212 

11.4 

373 

27.4 

Huntington  Bancshs  [t 

87 

3,148 

2,336 

35.3 

1,470 

1.6  s 

574 

36 

241 

18.6 

377 

26.9 

First  Tenn  Natl  (Tenn 

88 

3,059 

2,427 

38.5 

1,586 

1.1 

566 

62 

233 

9.6 

340 

24.9 

Fidelity  Union  Bancot 

89 

3,046 

2,367 

21.3 

1,635 

1.2s 

363 

71 

194 

4.0 

370 

27.1 

American  Security  (D( 

90 

3,023 

1,948 

34.3 

1  546 

1 .5 

329 

142 

245 

21.1 

332 

30.5 

First  Oklahoma  Bncp 

91 

3,014 

2,107 

26.4 

1,426 

1.4 

841 

43 

232 

29.5 

379 

-12.1 

Centran  (Ohio) 

92 

2,993 

2,228 

22.0 

1,600 

1.2 

623 

63 

111 

34.2 

349 

-46.9 

Equimark  (Pa) 

93 

2,964 

2,317 

34.9 

1,446 

1.6 

490 

70 

235 

7.4 

342 

30.2 

Commerce  Bancshares 

94 

2,943 

1,957 

27.0 

1,472 

1.2 

337 

44 

172 

1.6 

344 

15.6 

American  Fletcher  (Int 

95 

2,927 

2,248 

35.8 

1,590 

1.6  s 

564 

55 

270 

19.3 

347 

29.6 

AmSouth  Bancorp  (Al« 

96 

2,920 

2,133 

30.5 

1,690 

1.3  s 

267 

38 

206 

19.8 

355 

24.1 

First  Maryland  Bncp  (J 

97 

2,919 

2,028 

44.9 

1,688 

1.5s 

325 

140 

213 

16.3 

355 

30.0 

First  Natl  Bancorp  (Co 

98 

2,829 

2,030 

21.7 

1,796 

1.1s 

304 

19 

230 

29.1 

355 

16.4 

Bank  of  Virginia  (Va) 

99 

2,826 

2,256 

59.4 

1,439 

1.2s 

.  270 

67 

143 

22.4 

282 

16.4 

Hartford  National  (Cor 

100 

2,814 

2,120 

37.4 

1,520 

1.3 

521 

26 

184 

28.3 

292 

16.7 

United  Jersey  Banks  [1 

27.3 

1.2 

23.4 

MEDIANS 

'Four-year  average  is  a  compounded  annual  rate:  1977/81.  'From  continuing  operations  after  security  gains  or  losses  excluding  gain  on  sale  of  operation: 
extraordinary  items.  'Net  interest  income  on  a  tax-equivalent  basis  as  a  percent  of  average  earning  assets.  'From  continuing  operations  before  security  gai 
losses  excluding  gain  on  sale  of  operations  and  extraordinary  items. 
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Growth 

Profitability 

measures1- 

 &  cost  measures   — 

 Stock  data  

1:  assets 

Equity  per  share 

Earnings  per  share 

Dividend 

Return 

Net  int 

Overhead 

|   1981  vs 

4-year 

1981  vs 

4-year 

1981  vs 

4-year 

on  equity 

margin3 

times  NI 

Recent 

1981 

P/E 

Current 

I  1980 

average 

average 

1980 

average 

4-yr  avg 

1981 

1981 

price 

EPS2 

ratio 

yield 

\  

-18.8% 

-12.5% 

-0.7% 

P-D 

D-D 

-100.0% 

-8.4% 

2.86% 

— 

2% 

$-0.33 

def 

0.0% 

23.1 

10.1 

13.8 

19.3% 

36.0% 

11.7 

15.0 

5.08 

2.8 

23 '/s 

3.97 

5.8 

5.2 

13.3 

5.9 

-1.7 

-28.1 

-76.8 

10.7 

11.1 

3.22 

22.3 

13% 

1.26 

10.9 

8.7 

5.8 

9.5 

11.7 

16.6 

12.3 

3.0 

15.9 

3.69 

2.7 

26% 

7.21 

3.7 

10.2 

'  92 

11.8 

13.6 

D-P 

19.7 

2.5 

12.7 

5.50 

4.5 

8'/s 

1.46 

5.6 

5.9 

-0.4 

8.9 

9.0 

16.7 

9.8 

7.7 

15.0 

4.86 

3.5 

27% 

6.92 

4.0 

8.8 

-3.0 

6.9 

9.0 

20.4 

-6.2 

2.9 

12.7 

3.34 

5.0 

28 '/s 

6.65 

4.2 

7.1 

3.9 

10.0 

10.6 

17.0 

15.0 

10.3 

13.8 

6.03 

3.8 

22 1/4 

4.92 

4.5 

5.2 

16.9 

9.9 

12.0 

17.8 

15.2 

10.7 

14.8 

4.44 

4.6 

30  Vi 

6.30 

4.8 

7.7 

24.5 

20.3 

22.9 

28.7 

35.4 

28.3 

25.2 

6.79 

1.8 

22% 

3.02 

7.5 

3.5 

6.1 

9.9 

11.4 

17.4 

16.0 

10.1 

16.2 

4.59 

3.5 

27 '/s 

5.30 

5.1 

7.4 

10.7 

11.6 

10.4 

6.7 

1.6 

8.4 

16.4 

4.89 

3.0 

17 

3.23 

5.3 

11.8 

28.6 

4.8 

10.2 

16.5 

16.7 

2.4 

13.3 

4.81 

4.2 

23% 

5.66 

4.2 

9.3 

14.7 

7.2 

10.3 

31.2 

11.9 

6.3 

18.6 

5.87 

3/9 

21% 

6.48 

3.4 

8.1 

10.6 

9.7 

6.3 

6.3 

-15.5 

6.0 

14.1 

4.27 

8.3 

15i/« 

2.68 

5.6 

7.1 

14.1 

11.8 

13.4 

19.3 

26.3 

18.0 

15.8 

5.49 

2.8 

261/. 

4.52 

5.8 

5.0 

12.3 

7.2 

8.7 

1.7 

-9.5 

12.5 

12.5 

3.93 

4.6 

151/4 

3.53 

4.3 

10.0 

8.4 

7.3 

8.4 

28.1 

19.1 

17.0 

10.4 

5.02 

6.1 

25% 

5.17 

5.0 

6.7 

10.6 

11.2 

20.9 

-4.6 

-24.6 

7.3 

1.47 

3.2 

10.2 

10.7 

9.9 

19.3 

11.0 

14.1 

15.9 

5.51 

3.8 

35 

6.47 

5.4 

6.4 

4.6 

3.6 

1,9 

6.1 

-37.6 

18.4 

9.1 

3.69 

11.9 

26 

2.27 

11.5 

4.6 

12.6 

8.5 

7.5 

24.3 

-2.4 

11.0 

13.5 

5.30 

5.2 

17% 

2.46 

7.3 

5.6 

20.4 

8.7 

8.4 

12.7 

0.0 

8.1 

14.2 

4.32 

3.4 

24% 

4.07 

6.1 

7.3 

10.2 

3.5 

14.9 

15.9 

114.1 

-25.2 

4.6 

4.75 

4.3 

251/2 

5.01 

5.1 

3.9 

34.2 

8.6 

5.7  * 

1.6 

-21.3 

10.7 

14.1 

4.31 

6.4 

14'/: 

3.03 

4.8 

9.1 

17.5 

11.1 

8.5 

14.2 

14.3 

13.1 

18.0 

6.08 

3.0 

36% 

4.95 

7.4 

4.9 

7.8 

8.4 

10.5 

24.0 

20.2 

10.1 

14.4 

5.75 

4.7 

22 

4.77 

4.6 

6.8 

'  6.9 

4.9 

4.8 

8.4 

14.4 

1.6 

1 1.4 

4.76 

6.7 

22 

4.84 

4.5 

9.1 

12.4 

9.0 

13.5 

23.7 

39.6 

8.7 

14.4 

7.53 

4.3 

16'/) 

3.14 

5.2 

5.4 

11.9 

9.9 

10.6 

23.0 

13.2 

10.1 

14.7 

6.19 

4.8 

52'/2 

9.98 

5.3 

6.9 

9.8 

14.3 

17.8 

36.5 

29.2 

15.0 

20.3 

7.60 

3.3 

28  Vi 

4.51 

6.3 

4.5 

13.6 

11.9 

14.4 

73.0 

34.3 

7.1 

13.6 

4.98 

4.7 

70 1/2 

12.53 

5.6 

4.3 

16.0 

9.3 

13.1 

39.7 

34.9 

9.9 

15.1 

4.36 

2.3 

511/4 

9.19 

5.6 

5.6 

17.8 

10.9 

12.7 

9.7 

5.4 

8.7 

15.6 

6.30 

4.4 

17% 

2.75 

6.5 

5.6 

10.7 

9.7 

10.5 

16.2 

30.7 

10.9 

15.9 

6.41 

4.7 

171/4 

3.83 

4.5 

8.1 

14.0 

10.8 

11.2 

15.3 

15.2 

9.8 

15.3 

5.27 

3.7 

22 

5.24 

4.2 

6.7 

8.8 

9.5 

8.5 

16.6 

5.0 

19.6 

14.5 

5.37 

4.4 

14 

2.73 

5.1 

7.7 

15.3 

5.9 

3.4 

9.9 

3.7 

3.9 

12.3 

5.75 

4.6 

227/s 

6.53 

3.5 

12.2 

12.5 

9.9 

9.8 

10.7 

9.4 

7.0 

15.3 

4.32 

2.3 

36 1/2 

7.24 

5.0 

7.1 

23.0 

11.7 

13.4 

21.8 

-1.9 

24.5 

15.5 

5.04 

2.4 

18'/« 

2.53 

7.2 

3.3 

-1.9 

2.1 

-13.7 

P-D 

P-D 

-5.8 

7.0 

2.20 

— 

17 

-5.71 

def 

2.4 

0.9 

-13.8 

-43.1 

P-D 

P-D 

-4.9 

-6.5 

2.49 

5 

-11.10 

def 

0.0 

4.6 

6.7 

1.8 

-13.6 

-61.4 

7.9 

11.1 

5.91 

8.9 

26 

2.17 

12.0 

7.1 

4.2 

9.1 

6.1 

4.4 

-18.8 

2.9 

12.9 

3.32 

5.3 

13'/2 

3.38 

4.0 

9.8 

4.6 

9.9 

9.2 

10.1 

3.9 

8.1 

1  c>  .o 

J.JO 

3.5 

19'/8 

4  00 

4.8 

8.4 

16.0 

3.4 

10.2 

15.3 

10.2 

9.0 

14.3 

5.28 

4.0 

19'/2 

4.55 

4.3 

7.2 

8.4 

10.4 

10.6 

19.1 

27.8 

10.4 

15.6 

7.90 

4.3 

26'/: 

5.34 

5.0 

5.3 

8.8 

4.7 

4.0 

1.1 

19.6 

7.2 

10.6 

5.22 

6.3 

15% 

2.68 

5.7 

7.5 

2.5 

10.2 

10.3 

46.2 

16.9 

14.2 

13.2 

5.26 

6.2 

18'/4 

5.67 

3.2 

9.9 

4.9 

6.7 

7.5 

14.5 

7.8 

2.3 

12.8 

4.71 

5.4 

11  'A 

2.90 

3.9 

10.0 

10.9 

9.7 

9  9 

14  5 

8.7 

10.1 

14.5 

4.62 

4.3 

5.2 

6.9 

eases.    ''Company  not  publicly  traded;  stock  data  not  available.  'Bank 

only,  not 

organized  as  a 

holding  company. 

NBank  only. 

'^Includes  results  of 

perations  where  applicable 

.  P-D:  profit  to  deficit. 

D-P:  deficit  to  profit. 

D-D:  de 

:icit  to  deficit 

def:  deficit 
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The  50  largest  trust  operations 

The  50  giant  trust  operations  below  managed  over  $377  billion  in  1981, 
an  increase  of  barely  1%  over  1980.  Hindered  by  a  9%  decline  in  the  DJI, 
21  of  the  50  companies  ranked  experienced  a  decline  in  trust  assets 
managed.  Among  the  top  five,  J.P.  Morgan  was  down  2.5%,  Citicorp 
down  24.7%  and  Manufacturers  Hanover  down  2.1%. 


;  Trust  department 

revenues  

Market 

value 

0/ 

/o 

%  of 

of  trust  assets* 

change 

total 

1981 

1981 

%  increase 

total 

from 

operating 

rank 

Company 

(millions) 

 IOC/1 

over 198U 

(thousands) 

1980 

revenues 

1 

J  P  Morgan 

OO  o,zuu 

— Z.D  /o 

ft*  1       A    ^\  f"\  A 

$164,294 

1 1 .3% 

2.4% 

ft 

L 

Citicorp 

in  on 

iy,8iz 

— Z4.  / 

126,422 

15.7 

n  7 

•y 
j 

Bankers  Trust 

19,487 

10.2 

74,708 

17.9 

i  a 

A 
*f 

Mfrs  Hanover 

17,898 

-2.1 

73,334 

14.3 

1  o 

1  -U 

c 

O 

Provident  National 

i  r  oi  o 

iD,y  1  o 

CO  c 

oZ.o 

33,047 

25.3 

ft  A 

6 

Chase  Manhattan 

1  O  CI  Q 
I  Z,DZO 

1  1  o 

88,619 

20.3 

0.8 

7 

Continental  Illinois 

!Z,4oO 

o  1 .0 

53,600 

19.6 

u.y 

o 
o 

Mellon  National 

12,369 

-2.1 

31,492 

11.5 

1  A 

q 

Harris  Bankcorp 

11,576 

7.4 

41,878 

7  O 

7.8 

A  ^ 

in 

Northern  Trust 

i  n  7/^7 
lU,/o/ 

1  T  7 

58,838 

20.5 

o.y 

ii 

BankAmerica 

i  n  nA7 

ft  A 
O.O 

68,300 

12.9 

0.5 

1Z 

Chemical  New  York 

O  727 

y,  10  1 

7  1 

65,072 

16.3 

1  1 

1  .z 

1  \ 

Wells  Fargo 

9,478 

3.3 

38, /  13 

1  7  O 

1  f  .8 

1  1 
I  .z 

Id 

T  T  C  Tnict 

9,179 

-3.9 

61,124 

16.9 

1  Q 

1  y 

Wilmington  Trust 

0,ol  J 

n  o 
u.y 

14,882 

20.8 

7  0 

16 

Crocker  National 

o,U4o 

— o.U 

36,088 

15.1 

1.4 

1  7 

First  Bank  System 

ft  nrn 
o,UUl 

— o.4 

36,692 

1A  / 

I  (J.  6 

z.u 

1  X 

First  Interstate  Bnp 

7,455 

-13.9 

49,152 

1 1.2 

i  i 

1  0 

First  Chicago 

6,822 

-28.9 

45,834 

1  7 

o.f 

i  i 

90 
— u 

Int  iirri  ret 

iniernrsi 

o,  /  uu 

1A  1 

25,400 

29.6 

L  .Z 

21 

First  National  Boston 

A  C73 
0,0/0 

— 10. u 

A  A   O  7/1 

44,0/  4 

1U.O 

1.5 

22 

Ran Lr  cxt  M \aj  Vf%rlr 
UallK  Ul  l^iCVV  1UIK 

A  0  7Q 
D,Z  /  y 

—O.O 

93,489 

ol.U 

IN  D  U  DdllLUrp 

6,235 

-6.5 

28,665 

2.3 

1  1 

Z.  1 

24 

A  tn ** 1*1 Tn ict 

jiMll  11  1  I  IJNl 

6,193 

0.2 

3.4 

t.o 

9S 

VillillU 

6,UZo 

ZD.  1 

23,903 

10.9 

26 

Capital  Guardian  Tr 

C  C/1  O 

l  7 

—  1./ 

NA 

NA 

NA 

97 

z/ 

Centerre  Bancorp 

3,400 

U.o 

20,406 

15.4 

O.O 

9R 

State  Street  Boston 

5,168 

49.1 

38,307 

33.4 

90 

Northwest  Bancorp 

5,072 

-0.2 

31,939 

18.7 

1  7 

Republic  of  Texas 

4,oy  / 

Q  1 

y.  i 

25,943 

28.8 

1  -O 

31 

First  City  Bancorp 

/I  CO/1 

4,oy4 

1  1  .0 

1 7,627 

28. 1 

i.i 

19 

\1itmnil   1^ ifii  f1 ,1m 

i\dnondi  v^orp 

o,y  r  o 

1  A 

— o.4 

17,898 

23.0 

z.y 

11 

Amer  Natl  (Chicago) 

3,969 

^.4 

1 1,397 

7.3 

O.O 

14 

Irving  Bank  Corp 

3,944 

12.9 

26,307 

5.8 

1  1 

i<; 

Tex  Commerce  Bshs 

3  /ten 

Z4.z 

17,388 

27.8 

1  1 

36 

Trust  Co  of  the  West 

3,51)6 

10.8 

NA 

NA 

NA 

17 

Citizens  &  Sthrn  Ga 

3,461 

6.6 

10,675 

9.7 

1  7 

18 

JO 

riauciary  1  rust  OI  1\  I 

3,445 

11.4 

20,048 

24.1 

AO  C 

oy.  j 

10 

1  KU1 1 D  AiMlV 

3,438 

-1.2 

18,452 

19.6 

T  7 

z.  / 

Boatmen's  Bncshs 

3,426 

3.9 

7,424 

18.5 

O.l 

41 

Security  Pacific 

3,309 

-22.0 

46,596 

43.6 

1.1 

42 

Mfrs  National  Corp 

3,288 

41.8 

11,802 

15.6 

1.9 

43 

Wachovia  Corp 

3,150 

2.2 

21,330 

19.9 

3.0 

44 

Trust  Co  of  Georgia 

3,118 

0.8 

17,856 

13.0 

4.2 

45 

Mercantile  Bancorp 

3,117 

0.8 

13,210 

14.5 

2.3 

46 

First  Wisconsin  Corp 

3,114 

-1.7 

15,326 

14.6 

2.6 

47 

First  Pennsylvania 

3,061 

-3.1 

17,709 

6.7 

2.5 

48 

Hartford  National 

3,049 

8.0 

16,831 

14.8 

6.0 

49 

American  Fletcher 

2,843 

0.7 

10,052 

30.5 

2.9 

50 

Marine  Midland 

2,812 

-9.5 

20,987 

11.1 

0.8 

*  Includes  accounts  over  which  the  bank  exercises  investment  discretion    NA:  Not  available 


fluctuating  interest  rates.  This  makes 
it  difficult  for  banks  to  retain  theij 
traditional  spread— that  is,  the  differi 
ence  between  what  they  pay  foj 
money  and  what  they  lend  the  moni 
ey  for.  As  a  consequence,  banks  an 
moving  away  from  the  prime  ratq 
concept  and  into  what  is  described  as 
"spread"  pricing.  Banks  are  no  longel 
arranging  fixed- rate  loans  if  they  can) 
be  avoided. 

Chase  Manhattan,  for  example,  has 
only  $1 1.6  billion  of  its  domestic  ant| 
foreign  loans  priced  on  a  fixed  basis, 
while  $36  billion  of  credits  at  the  end 
of  1981  were  carrying  variable  rata 
interest  charges.  The  chief  exception 
to  variable  rates  was  loans  for  residen- 
tial mortgages  and  personal  install- 
ment credit. 

Meanwhile,  banks  are  determined 
to  find  greater  profits  in  other  fee-| 
based  activities.  Willard  C.  Butcher, 
chairman  of  Chase  Manhattan,  addsi 
that  his  bank  is  responding  to  pres- 
sure on  loan  spreads  emphasizing 
nonloan  income.  "We've  focused  on! 
trade  banking,  information  services, 
money  transfer  and  specific  trust  and 
consumer  banking  services." 

For  Chase,  fee-based  income  rose 
21%  last  year,  following  a  22%  gain  in 
1980.  Fees  brought  in  $474  million  last 
year — without  the  need  for  much  cap- 
ital or  use  of  assets — and  accounted  for 
69%  of  Chase  profits. 

Citicorp's  38%  increase  in  fees  to 
$1.6  billion  includes  substantial  rev- 
enues from  $14  billion  in  letters  of 
credit  outstanding  on  Dec.  31.  These 
L/Cs  represent  the  bank's  guarantee  of 
a  loan  made  by  someone  else.  For  $150 
million  in  fees  Citibank  provides  a 
credit  judgment  without  tying  up  its 
own  assets.  The  risk  is  great  and  well 
rewarded  if  correct.  Or  considerably 
expensive  if  wrong. 

And  the  banks  are  plenty  worried 
about  competition.  James  D.  Robin- 
son HI,  chairman  of  American  Express 
Co.,  one  of  the  competitors,  thinks  of 
it  this  way:  "By  the  end  of  the  decade, 
a  typical  consumer  may  have  a  stock- 
broker in  California,  a  banker  in  New 
York,  an  insurance  agent  in  Maryland 
and  a  real  estate  agent  jetting  back 
and  forth  from  Chicago  to  Boston — all 
charging  their  fees  on  the  American 
Express  Card." 

Bankers  are  still  barred  from  any  of 
these  activities,  but  they  are  lobbying 
hard  to  do  everything  that  American 
Express  can  do.  To  some  readers  this 
may  seem  like  rearranging  the  deck 
chairs  while  the  Titanic  slants  into 
the  sea — worrying  about  competition 
when  survival  may  be  at  stake.  But 
bankers  see  it  differently:  Like  Wally 
Cox,  they  may  be  right.  ■ 
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America's  newest  name  in 
banking  is  one  of  its  oldest  names 
in  cash  management. 


CEMTERRE  BANK 


Barbara  K..  \N\\Viam^on 

Vice  President 

Cash  Management  0\\/\=>\of\ 

Centerre  Bank  UK 
One  Centerre  P\aza 
St.  Louis,  MO. 
314-554-622A 


First  National  Bank 
in  St.  Louis  is  now 
Centerre  Bank. 


Our  name  is  new. 
But  our  commitment  to 
your  cash  management 
needs  is  ongoing.  Our 
operations  specialists  are 
still  dedicated  to  the 
same  professional  service 
as  before.  If  you  need 
a  bank  in  MidAmerica, 
call  Centerre. 


CENTERRE  BANK 


Member  FDIC 


MidAmerica  s 
Bankers. 

Formerly  First  National  Bank 
in  St  Louis 

One  Centerre  Plaza 


1982  ANNUAL  BANKING  SURVEY 


With  shrewdies  like  Saul  Steinberg  and  Victor  Posner  rooting 
around,  you  can  bet  that  there's  gold  in  them  ashes. 


S&Ls— 

Operation  Phoenix 


The  25  largest  savings  and  loan  associations 

Only  6  of  the  25  largest  savings  and  loan  associations  the  25  lost  over  $500  million.  Even  if  interest  rates — 

in  the  U.S.  turned  a  profit  last  year.  Treat  them  as  one  and  thus  the  cost  of  deposits — should  start  dropping 

big  unhappy  family  and  the  economic  distress  in  evi-  soon,  and  sharply,  it  would  take  months  for  even  the 

dence  is  appalling.  On  their  total  assets  of  $125  billion,  best-managed  S&Ls  to  show  healthy  profits  again. 

 1981  size  measures  (Smillions)  

Advances 


Total 

Savings 

Loans 

Investment 

from 

Total 

Net 

Rank 

assets 

accounts 

receivable 

securities 

FHLB 

revenues 

income 

Company  (location) 

1 

$15,049 

$11,064 

$12,533 

$1,042 

$1,858 

$1,564 

$-61.5 

H  F  Ahmanson  (Cal) 

2 

10,646 

7,849 

8,679 

1,609 

1,343 

1,174 

-28.2 

Great  Western  Financial  (Cal 

3 

9,750 

6,370 

8,673 

778 

1,345 

1,004 

-55.7 

First  Charter  Financial  (Cal) 

4 

7,754 

5,889 

6,369 

491 

1,012 

562 

4.2 

Glendale  Federal  S&L2  (Cal) 

5 

6,945 

4,661 

5,930 

448 

1,466 

500 

11.5 

United  Financial  of  Calif4  (C. 

6 

6,265 

4,550 

5,224 

474 

784 

659 

-25.9 

California  Federal  S&L2' 3 IC. 

7 

5,541 

3,022 

4,363 

1,023 

931 

624 

-19.2 

Golden  West  Financial  (Cal) 

8 

5,219 

3,333 

4,656 

255 

1,170 

568 

-11.3 

Home  Federal  S&L2  ICal) 

9 

5,169 

3,641 

4,458 

368 

949 

877 

-37.8 

Imperial  Corp  of  America5  (C 

10 

4,771 

2,605 

4,001 

573 

1,330 

485 

-54.2 

Gibraltar  Financial  (Cal) 

11 

4,017 

3,219 

3,152 

411 

369 

369 

-13.0 

First  Federal  S&L  of  Detroit2' 

12 

3,757 

2,748 

3,400 

11 

296 

388 

17.4 

Financial  Corp  of  Amer  (Cal) 

13 

3,683 

2,744 

2,942 

288 

378 

329 

-24.4 

Talman  Home  Federal  S&L2' 

14 

3,612 

2,825 

2,697 

557 

362 

340 

-26.8 

First  Federal  S&L  Chicago2' 3 

15 

3,475 

3,109 

3,036 

298 

134 

347 

-28.9 

Standard  Federal  S&L2  (Mich 

16 

3,366 

2,509 

2,679 

432 

341 

357 

•  9.1 

Gibraltar  Savings  Assn  (Tex) 

17 

3,348 

2,540 

3,006 

225 

480 

356 

1.4 

AmeriFirst  Federal  S&L2  (Fla 

18 

3,347 

2,395 

2,779 

249 

417 

329 

-1.4 

City  Federal  S&L  (NJ) 

19 

3,260 

2,270 

2,724 

328 

514 

327 

-25.3 

Allstate  S&L  Assn6  (Cal) 

20 

3,092 

2,142 

2,657 

287 

381 

316 

-5.0 

Coast  Federal  S&L2  (Cal) 

21 

2,907 

1,408 

2,672 

97 

1,323 

321 

-56.9 

Fidelity  Financial  (Cal) 

22 

2,755 

2,09 1 

2,311 

279 

411 

267 

-24.1 

Twin  City  Federal  S&L2  IMin 

23 

2,750 

1,915 

2,333 

141 

458 

293 

5.7 

Great  American  Federal  S&L 

24 

2,540 

1,907 

2,071 

256 

269 

239 

-19.2 

Community  Federal  S&LV  {! 

25 

2,456 

2,059 

2,099 

231 

178 

235 

^32.0 

Financial  Federation  (Cal) 

^our-year  average  is  a  compounded  annual  rate:  1977/81.  2Mutual  savings  and  loan  association.  3Based  on  data  from  the  Federal  Home  Loj 
figures  are  derived  for  the  period  ending  June.    "Subsidiary  of  National  Steel.    '1981  balance  sheet  data  reflects  spinoff  of  Gibraltar 
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times  hard  to  see  any  real  meat. 

Many  of  the  analysts  sitting  safely 
on  the  beach  insist  there  is  nothing 
wrong  with  the  S&Ls  that  can't  be 
cured  by  lower  interest  rates.  True 
enough,  but  it  would  take  a  sharp 
swerve  in  the  Fed's  restrictive  money 
policy  indeed — as  much  as  300  basis 
points  and  maybe  as  long  as  three  to 
six  months — before  even  the  best- 
managed  companies  could  show  very 
much  black  ink. 

The  big  fish  are  clearly  playing  a 
much  deeper  game  than  a  quick  turn 
in  the  money  markets.  They  are  bet- 
ting on  the  Federal  Home  Loan  Bank 
Board's  "Phoenix  Strategy."  What's 
that?  It's  a  concerted  effort  to  merge 
basket  cases  with  somewhat  healthier 
competitors.  The  wave  of  consolida- 
tion sanctioned  by  the  anxious  regula- 
tors has  already  propelled  several  ma- 
jor S&Ls  across  the  no-longer-sacro- 
sanct barriers  of  state  lines  into  new 
markets.  The  most  notable  survivors 
of  the  big  shakeout  are  almost  certain 
to  be  megabillion  thrifts  with  national 


■Growth  measures'    Dec.  31,  1981 


|  Assets 

Savings 

Revenues 

Net  income 

Yield  on 

Cost 

1981  vs 

4-year 

1981  vs 

4-year 

1981  vs 

4-year 

1981  vs 

earning 

of 

1980 

average 

1980 

average 

1980 

average 

1980 

assets 

funds 

Spread 

%  14.8% 

10.1% 

9.8% 

1 6.0% 

14.1% 

P-D 

P-D 

1 1 .33% 

12.11% 

-0.78% 

3.8 

6.4 

1.0 

18.6 

17.7 

P-D 

P-D 

11.34 

11.88 

-0.54 

0.8 

2.5 

-11.7 

13.5 

5.1 

P-D 

P-D 

10.51 

11.91 

-1.40 

54.9 

22.4 

57.5 

24.9 

12.3 

-36.8% 

-86.7% 

10.83 

12.13 

-1.30 

139.5 

25.0 

112.5 

26.0 

69.1 

-17.1 

-53.7 

10.02 

12.74 

-2.72 

0.0 

7.7 

-0.7 

17.7 

8.2 

P-D 

P-D 

NA 

NA 

NA 

-0.7 

10.2 

-11.6 

31.3 

28.6 

P-D 

P-D 

11.13 

12.09 

-0.96 

17.8 

14.3 

12.1 

25.3 

24.1 

P-D 

P-D 

12.13 

12.04 

0.09 

-29.6 

-3.2 

-33.6 

20.9 

22.9 

P-D 

P-D 

11.02 

11.87 

-0.85 

11.1 

2.5 

-13.7 

21.6 

13.8 

P-D 

D-D 

11.04 

12.08 

-1.04 

15.8 

11.5 

11.6 

21.2 

19.2 

P-D 

P-D 

NA 

NA 

NA 

111.2 

54.8 

112.9 

63.2 

117.4 

42.1 

41.9 

16.46 

14.63 

1.83 

50.5 

17.5 

44.1 

27.2 

51.9 

P-D 

P-D 

NA 

NA 

NA 

6.4 

12.7 

4.9 

23.2 

25.7 

P-D 

P-D 

NA 

NA 

NA 

1.4 

9.1 

2.4 

18.5 

16.4 

P-D 

P-D 

10.05 

1 1.40 

-1.35 

13.3 

13.3 

12.1 

26.0 

22.2 

-15.0 

-64.6 

12.50 

13.10 

-0.60 

17.3 

13.6 

14.8 

29.9 

22.4 

-32.2 

-84.7 

NA 

NA 

NA 

43.2 

23.0 

37.2 

35.0 

49.5 

P-D 

P-D 

11.78 

11.54 

0.24 

7.9 

5.9 

-0.2 

32.2 

19.3 

P-D 

P-D 

10.81 

11.99 

-1.18 

6.1 

7.4 

2.4 

19.5 

12.3 

P-D 

P-D 

NA 

NA 

NA 

1.9 

6.1 

-15.0 

28.3 

13.7 

P-D 

D-D 

NA 

NA 

NA 

9.4 

6.3 

9.8 

16.2 

3.8 

P-D 

P-D 

9.85 

11.16 

-1.31 

19.7 

15.6 

7.6 

28.5 

21.2 

-16.6 

-55.7 

NA 

NA 

NA 

9.7 

15.4 

5.5 

25.9 

16.8 

P-D 

P-D 

10.54 

10.43 

0.11 

4.0 

3.8 

2.8 

9.4 

3.0 

P-D 

P-D 

10.66 

11.86 

-1.20 

iary  of  Sears,  Roebuck.    NA:  not  available.    P-D:  profit  to  deficit.    D-D:  deficit  to  deficit. 


By  Richard  Ptaalon 

THE  SAVINGS  AND  LOAN  business, 
even  to  the  most  untutored  in- 
vestment eye,  is  bleak  and 
-I  cheerless  as  a  lunar  landscape.  An  un- 
|  remitting  rate  squeeze,  billion-dollar 
i  deficits  and  a  fast-eroding  capital  base 
i  have  all  combined  to  hammer  S&L 
I  stock  prices  to  some  of  the  lowest 
I  levels  since  the  mid-Seventies. 

"Unless  you  see  substantial  govern- 
I  ment  help  coming  or  a  significant 
E  drop  in  short-term  rates,"  says  Jona- 
|  than  Gray,  who  follows  the  thrifts  for 
|  Sanford  C.  Bernstein  &  Co.,  "the 
I  S&Ls  are  an  enormous  speculation. 
■  The  biggest  bet  in  history." 

Yet,  surprisingly,  some  people  are 
taking  that  bet,  and  none  of  them  are 
exactly  wild-eyed  plungers.  Two  of 
the  American  General  funds,  for  ex- 
ample, recently  picked  up  about 
200,000  shares  of  the  Florida-based 
Freedom  Savings  &.  Loan  Association. 
Two  of  the  Colonial  group  funds  have 
bought  a  100,000-share  stake  in  Great 


Western  Financial,  one  of  the  biggest 
factors  in  the  industry,  and  the  Stein 
Roe  Farnham  balanced  fund  has  made 
a  commitment  of  similar  size  in  Im- 
perial Corp.  of  America. 

What's  the  game?  "It  was  really  a 
little  bit  of  bottom-fishing  with  what 
we  regard  as  the  strongest  company  in 
the  industry, "  explains  John  McNeice, 
president  of  the  Colonial  Growth 
Fund.  But  sharks  are  moving  in  the 
shallows,  too.  Saul  Steinberg's  Reli- 
ance Financial  Corp.  is  sitting  with 
about  25%  of  Imperial  Corp.  and 
about  25%  of  Gibraltar  Savings,  the 
Texas-based  subsidiary  Imperial  re- 
cently spun  off.  The  acquisitive  Victor 
Posner,  who  already  owns  a  chunk  of 
Naples  Federal  in  Florida,  has  signaled 
a  desire  to  get  control  of  the  ailing 
Biscayne  Federal  Savings  &  Loan.  A 
variety  of  other  big  fish — D.K.  Ludwig 
and  oilman  Edward  M.  Carey,  brother 
of  the  New  York  governor — have  also 
been  cruising  the  industry's  troubled 
waters  for  some  time  now,  snapping 
at  deep  discounts  in  which  it's  some- 
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ONE  OF  THE  LARGEST  BANKS 
IN  THE  WORLD  IS  TAKING  A  NEW 
PATH  TO  INTERCEPT  THE  FUTURE 


HE  TRANSACTIONS  WE'VE  CLOSED 

IN  CORPORATE  FINANCE 
I         MIGHT  SURPRISE  YOU. 


At  Bankers  Trust,  corporate  finance  is 
not  a  sideline,  but  one  of  our  principal  lines 
of  business.  The  resources  we  have  dedi- 
cated to  this  business  are  yielding  signifi- 
cant results. 

In  the  past  two  years,  we  closed  28  merg- 
ers and  acquisitions  for  clients  such  as 
Thomson  Newspapers  Inc.  and  Armco  Inc. 

We  arranged  private  placements  for 
RCA  Credit  Corporation,  Export  Devel- 
opment Corporation  of  Canada  and  The 
Cleveland  Electric  Illuminating  Company, 
to  name  a  few. 

We  advised  U.S.  Home  Corporation  on 
the  purchase  of  over  two  million  shares  of 
common  stock  by  Socie'te  des  Maisons 
Phenix  S.A.  through  a  public  tender  and 
private  placement. 

We  negotiated  a  $59-million  dual  cur- 
rency aircraft  lease  for  KLM  Royal  Dutch 
Airlines  with  debt  in  Dutch  guilders. 

We  provided  financial  advisory  services 
to  a  joint  venture  project  formed  by 
American  Can  Company  in  Mexico. 

And  we  facilitated  the  divestiture  of 
assets  of  the  oil  field  service  operations  of 
the  Chromalloy  American  Corporation  by 
providing  both  debt  and  equity  for  the  pur- 
chaser in  a  leveraged  buyout. 

These  examples  represent  only  a  frac- 
tion of  the  corporate  finance  transactions 
that  we've  closed  in  the  last  two  years.  But 
they  reflect  our  commitment  to  the  broad- 


est and  deepest  involvement  in  the  follow- 
ing areas: 

Mergers  and  acquisitions,  private  place- 
ments, international  financings,  lease 
financing,  venture  capital,  project  finance, 
and  many  other  specialized  services. 

To  carry  out  our  commitment  to  this  vital 
business,  we  have  assembled  a  staff  of  over 
70  professionals  with  career  backgrounds 
in  investment  banking,  corporate  develop- 
ment and  international  finance.  This  kind 
of  talent,  backed  by  the  financial  and  in- 
formation resources  of  this  major  bank, 
has  created  unusual  benefits  for  users  of  all 
of  our  corporate  financial  services. 

Perhaps  we  can  create  some  unusual 
benefits  for^ow.  Ask  us. 

PI  Bankers  Trust 
LH  Company 

Worldwide 

Bankers  Trust  Company 
2S<)  Park  Avenue,  New  York,  N.Y.  10017 

Bankers  Trust  International  Limited, 
69  Old  Broad  Street.  Ixmdon  EC2P  2EE 

International  Subsidiaries  or  Representative  Offices  in:  Chicago, 
Dallas,  Houston,  Los  Angeles,  Miami,  San  Francisco. 

Argentina,  Australia.  Bahamas.  Bahrain,  Belgium.  Brazil. 
Canada.  Chile,  Colombia.  Denmark.  France,  Greece,  Hong 
Kong,  India,  Indonesia,  Italy,  Japan,  Korea.  Mexico, 
The  Netherlands,  Nigeria,  Panama.  The  Philippines.  Portugal, 
Singapore,  Spain,  Switzerland.  Taiwan.  Thailand,  Tunisia. 
United  Kingdom.  Venezuela.  West  Germany.  Yugoslavia. 
Member  I  I)l(  «  Bankers  Trust  Company. 
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First  Nationwide's  Anthony  Frank 

"You  have  to  leapfrog  the  commercial  banks." 


aspirations,  merchandising  a  great 
many  more  services  than  the  tradi- 
tional home  mortgage. 

Look  at  "Phoenix"  in  those  terms 
and  you  see  a  golden  opportunity  to 
get  into  nationwide  banking  at  a  rela- 
tively modest  cost.  That's  certainly 
the  way  the  acquisitors  view  the  situ- 


ation. While  lobbyists  and  legislators 
debate  spheres  of  competition  and 
"level  playing  fields,"  impending 
bankruptcy  carries  a  logic  of  its  own. 
Since  the  Federal  Savings  &  Loan  In- 
surance Corp.  would  much  rather  put 
an  ailing  thrift  up  for  grabs  than  liqui- 
date it,  the  leverage  is  all  on  the  buy 


side.  The  two  major  questions:  What 
kind  of  new  geographic  market  pene- 
tration do  I  get  in  the  way  of  sweeten- 
er? How  much  is  FSLIC  willing  to  put 
up  to  cover  the  operating  losses  I  will 
have  to  swallow? 

Look  at  the  pattern  set  by  H.F. 
Ahmanson's  aggressively  run  Home 
Savings.  During  the  past  few  months, 
in  the  biggest  series  of  interstate 
buys  yet,  it  has  taken  over  a  cluster 
of  thrifts  in  Texas,  Chicago,  Florida 
and  Missouri — all^-with  federal  aid. 

The  pattern  first  emerged  in  the 
case  of  National  Steel.  National  ex- 
tracted some  handsome  guarantees 
from  FSLIC  before  agreeing  to  fold 
New  York's  $2.6  billion  West  Side 
Federal  and  Florida's  $1.3  billion 
Washington  Savings  &  Loan  into  its 
California-based  Citizens  Savings  & 
Loan  (Forbes,  Oct.  26,  1981).  FSLIC 
appears  to  have  cut  back  since  the 
National  Steel  deal  on  the  amount  of 
support  it  is  willing  to  pump  into  res- 
cue operations.  Most,  however,  still 
appear  to  be  of  the  heads-you-win, 
tails-you-break-even  variety. 

At  the  moment,  says  Anthony 
Frank,  the  chief  executive  officer  of 
National's  S&.L,  the  thrift  side  of  the 
business  is  in  the  black,  thanks  large- 
ly to  government  aid.  He  sees  a  peri- 


"The  big  one" 


[uriel  Siebert,  New  York  State's  banking  superin- 
tendent, calls  it  "the  big  one."  She  is  talking  about 
the  pending  merger,  probably  into  Buffalo  Savings 
Bank,  of  the  $3.4  billion  New  York  Bank  for  Savings. 

"The  Beehive  Bank,"  as  the  lat- 
ter-day marketing  whizzes  dubbed 
it,  survived  the  Civil  War,  the 
world  wars,  a  couple  of  panics  and 
the  Great  Depression,  only  to  fall 
victim  to  what  has  become  the 
most  savage  money  squeeze  of 
modern  times. 

Impaled  on  the  dilemma*  of  bor- 
rowing short  and  lending  long  in 
times  that  are  out  of  joint,  the 
bank  will  probably  disappear  into 
merger  this  quarter  after  an  ex- 
haustive search  for  a  suitable  part- 
ner that  has  lasted  more  than  five 
months. 

The  bidding  was  somewhat  out 
of  joint,  too.  "It  works  in  reverse," 
says  Siebert.  "It  doesn't  go  to  the 
guy  who  puts  up  the  most,  but  to 
the  guy  who  asks  for  the  least — the 
least  help  from  the  Federal  Deposit 
Insurance  Corp." 

The  savings  banks  have  never 
been  regarded  as  management  cru- 
cibles. Many  of  them,  in  fact,  have 
often  been  run  by  political  hacks. 


Banking  regulator  Muriel  Siebert 
Overseeing  "the  big  one." 


An  exception  is  Malcolm  Wilson,  the  capable  former 
governor  of  New  York  who  now  heads  the  Manhattan 
Savings  Bank.  In  Muriel  Siebert's  mind,  much  of  the 
blame  for  the  passing  of  institutions  like  the  New  York 
Bank  for  Savings  and  two  others 
merged  before  it — Greenwich  Sav- 
ings and  Union  Dime — has  to  be 
pinned  squarely  on  "the  legislators 
and  the  regulators." 

The  banks,  she  says,  were  bled 
white  by  a  combination  of  good 
politics  and  bad  economics — usury 
laws  that  tethered  mortgage  yields 
to  below  market  rates,  regulations 
that  ruled  out  variable-rate  mort- 
gages until  too  late. 

The  rules  have  been  changed,  but 
not  soon  enough  for  many.  With- 
out an  infusion  of  outright  federal 
help,  or  a  sharp  drop  in  short-term 
rates,  at  least  four — perhaps  five — 
more  of  the  mutuals  will  be  on  the 
block  by  the  end  of  the  year,  says 
Ms.  Siebert. 

That's  a  big  chunk  of  heritage  to 
liquidate.  "Maybe  we've  got  too 
many  savings  banks,"  says  Muriel 
Siebert,  "but  we're  going  to  fight 
like  hell  to  save  as  many  as  we  can. 
When  one  of  them  goes,  I  always 
want  to  cry." — R.P. 
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PITNEY  BOWES 

RE-INVENTS 
IHE  MAILROOM 

AGAIN! 


ELECTRONIC  POSTAGE 
ACCOUNTING  SYSTEM 


ELECTRONIC  SCALE 


ELECTRONIC  POSTAGE  METE 
AND  MAILING  MACHINE 


******** 


***** 


THE  PITNEY  BOWES  ELECTRONIC  MAIL-PROCESSING  SYSTEM. 


It's  a  totally  integrated,  totally  electronic  mail-processing 
ystem.  The  most  dramatic  advance  in  mailroom  technology 
| nee  Pitney  Bowes  introduced  the  postage  meter  61  years 
\lo.  You  get  more  control,  more  accuracy,  more  speed, 
ore  economy  than  ever  before  possible. 

There's  an  electronic  postage  meter  and  mailing 
\achine.  Fast,  simple  push-button  keyboard.  Quickly 
ves  you  meter-stamped  and  sealed  mail.  Modular  weighing 
id  accounting-interface  capability  for  easy  expansion,  if 
eded.  Provides  a  moistened  tape  for  parcels  shipped  via 
.  S.  P.  S.  Add  the  Pitney  Bowes  electronic  parcel  register 
•r  shipping  parcels  via  private  shipping  companies  such  as 
.PS. 

You  get  built-in  remote  meter  resetting.  Buy  any 

nount  of  postage  by  phone.  One  toll-free  call*  is  all  it  takes 
-no  more  extra  trips  to  the  post  office. 

Accurate  electronic  scales.  Have  decision-making 


capability.  Central  operator  control  saves  time,  minimizes 
errors,  and  provides  total  communications  between  weigh- 
ing, metering,  accounting  and  documenting  functions. 

Electronic  postage  accounting  system.  Gives 
accurate,  trouble-free  accountability  on  postage  expendi- 
tures by  department  or  account,  by  batch,  and  by  day,  week, 
month.  Supplies  a  printed  record. 

The  super  efficient,  cost-saving  Pitney  Bowes  Elec- 
tronic Mail-Processing  System.  There's  never  been  any- 
thing like  it  before.  And,  it  comes  to  you  from  Pitney  Bowes, 
the  reliable  company  that  services  what  it  makes  in  119 
countries  throughout  the  world. 

fjp  Pitney  Bowes 

World  leader  in  mailing  systems. 


ur  more  information,  call  toll  free  anytime  (except  Alaska  and  Hawaii)  800-621-5199  (m  Illinois  800-972-5855)  Or  write  Pitney  Bowes,  1 721  Pacific  Street.  Stamford, 
onnecticut  06926  Over  600  sales  and  service  points  throughout  the  U  S  and  Canada  Postage  Meters,  Copiers,  Mailing,  Dictating,  Labeling,  Price  Marking  and 
'ord  Processing  Systems.  Business  Forms  and  Office  Supplies  *A  small  charge  is  made  for  each  transaction 


od  of  consolidation  ahead.  The  newly 
acquired  groups  have  all  been  orga- 
nized under  the  Big  Top  of  a  new 
name  that  Frank  regards  as  more 
than  symbolic — First  Nationwide. 
Besides  grappling  with  obvious  diffi- 
culties— unifying  computer  systems, 
advertising  budgets  and  several  layers 
of  management — Frank  is  giving  a  lot 
of  thought  to  a  new  product  line  that 
can  be  taken  national.  Automated 
teller  machines,  debit  and  credit 
cards,  private-label  insurance,  trust 
services  and  discount  brokerage  out- 
lets are  all  beginning  to  emerge  from 
the  planning  mix. 


"To  be  a  survivor,"  says  Frank, 
"you  have  to  be  big  and  you  have  to 
leapfrog  the  commercial  banks  in  pro- 
viding a  lot  of  financial  services  to  the 
middle  class."  Ahmanson  is  already 
well  along  the  same  marketing  path. 

The  larger  problems  lie  in  the  deli- 
cate work  of  reshaping  a  clutch  of 
newly  acquired  losers  into  something 
that  works.  They  are  problems  that 
cannot  be  minimized.  "There  are  a  lot 
of  question  marks,"  says  Robert 
Chaut,  who  follows  the  S&Ls  for  A.G. 
Becker,  Inc.  Chaut  thinks  that  at  least 
some  of  the  big  S&Ls  that  survive  by 
going  interstate  under  the  umbrella  of 


the  Phoenix  Strategy  will  themselve 
ultimately  be  merged  into  other  bij 
financial  conglomerates. 

Here's  an  intriguing  thought.  Sau] 
Steinberg  was  vilified  and  bloodied  i 
decade  ago  for  trying  to  break  intc 
big-time  banking  through  a  takeovfl 
of  New  York's  giant  Chemical  Bank 
Thanks  to  Phoenix,  he  may  now  bd 
able  to  achieve  his  ambition  with  thq 
aid  of — rather  than  opposition  from — 
the  nation's  banking  regulators.  Thai 
road  back  won't  be  easy.  Steinberg's 
investment  in  Imperial  Corp.  is  now 
worth  less  than  half  of  the  estimated 
$79  million  he  paid  for  it.  ■ 
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These  days,  regulators  are  arranging  lots 
of  marriages  in  the  thrift  industry — but  few 
stockholders  are  throwing  rice. 

The  season  for 
shotgun  weddings 


By  Ben  Weber  man 

A few  risk-oriented  professional 
investors  may  be  excited  about 
i  the  thrift  industry,  but  current 
regulatory  policy  gives  them  little 
ground  for  optimism.  To  save  trou- 
bled institutions,  the  Federal  Savings 
&  Loan  Insurance  Corp.  is  arranging 
mergers  with  healthier  competitors. 
Alas  for  shareholders,  however.  The 
forced  marriages  are  coming  in  a  way 
that  wipes  out  any  equity  in  the  fail- 
ing entity. 

That's  a  hard-nosed  approach,  not 
always  the  way  FSLIC  handled  things. 
In  the  Sixties,  for  example,  several 
Nevada  S&Ls  needed  help  because  of 
real  estate  loans  that  had  gone  sour. 
No  shotgun  weddings  then.  The  regu- 
lators bought  subordinate  debentures, 
providing  a  capital  cushion,  and  over 
time  everyone — shareholders  includ- 
ed— came  out  a  winner. 

These  days,  however,  two  things 
make  such  an  approach  difficult  to 
repeat.  The  crisis  isn't  isolated,  and 
FSLIC  and  state  regulators  simply 
can't  afford  the  capital  that  such  in- 
vestments on  a  massive  scale  would 


require.  Then  there's  the  problem  of 
the  Reagan  Administration's  free- 
market  mentality.  On  one  hand,  bail- 
outs are  ideologically  unpalatable.  On 
the  other,  any  rescues  that  leave 
stockholders  sitting  pretty  might 
bring  a  chorus  of  political  opposition. 

Depositors  get  near-total  protec- 
tion. That's  the  law,  at  least  for  ac- 
counts of  up  to  SI 00,000.  Treasury 
officials  believe  that  the  credibility 
this  guarantee  provides  will  enable  the 
thrifts  to  withstand  their  current 
strains.  It  matters  little,  they  contend, 
if  an  institution  pays  15%  for  new 
deposits  while  its  portfolio  earns 
10% — so  long  as  deposits  come  in  fast- 
er than  interest  and  withdrawals  are 
paid.  This  maintains  a  positive  cash 
flow,  which  enables  management  to 
pay  bills  and  fund  withdrawals. 

The  danger  is  that  the  current  "qui- 
et run"  on  savings  accounts  will  be- 
come a  panic  that  hits  the  strong  as 
well  as  the  weak.  There  is  curious 
reverse  psychology  at  work:  The  more 
Congress  or  trade  associations  or  in- 
dustry leaders  talk  about  how  safe  de- 
posits are,  the  more  individuals  think 
they  had  better  shift   their  funds 


somewhere  else.  The  problem  is  that 
savings  banks  and  savings  associ- 
ations with  negative  spreads  are  los- 
ing more  net  worth  every  day  despite 
their  positive  cash  flows.  The  longer 
they  are  in  business,  the  less  valuable 
they  become. 

Why  would  anyone  want  to  acquire 
such  an  institution?  Besides  potential 
marketing  advantages  and  economies 
of  scale,  the  regulators  can  offer  sever- 
al legal  or  accounting  sweeteners  to 
such  deals.  To  begin  with,  there  is 
often  a  little  cutie  called  a  spread  guar- 
antee. Suppose  the  failing  institu- 
tion's average  cost  of  money  is  12% 
and  its  yield  10%.  The  buyer  of  the 
distressed  thrift  gets  a  check  from 
FSLIC  every  three  months  for  a  sum 
equal  to  the  2%  it  loses  on  the  debt. 

A  second  form  of  subsidy — used 
when  National  Steel  acquired  three 
thrifts  but  less  popular  today — is  a  di- 
rect capital  contribution  from  FSLIC 
to  the  merging  organization.  Subse- 
quent capital  aid  has  been  in  the  form 
of  a  promissory  note  that  helped  keep 
the  acquirer's  ratio  of  net  worth  to 
liabilities  above  the  3%  minimum. 
Most  failing  thrifts  have  negative  net 
worth,  requiring  substantial  sums.  In 
exchange,  profit-sharing  regulators 
sometimes  demand  certificates  that 
give  them  a  claim  on  future  profits. 

Unless  regulatory  policies  change, 
the  only  way  to  get  rich  investing  in  a 
troubled  SikL  is  if  the  economy  turns 
around  fast.  The  current  tough  ap- 
proach to  forced  marriages  wipes  out 
common  equity.  What's  more,  most 
eligible  buyers  at  the  moment  are  en- 
tities already  involved  in  the  thrift 
industry.  There  are  only  potential  op- 
portunities for  diversification-minded 
conglomerates  or  quick-profit-onent- 
ed  liquidators. 

Keep  watching.  The  government  is 
struggling  to  clean  up  a  multibillion- 
dollar  mess,  and  odds  are  there  will 
eventually  be  a  chance  for  someone  to 
make  money  along  the  way.  ■ 
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BUSINESS  AIRPLANE  REPORTS 
BER  SEVEN  IN  A  SERIES 


ISCUSSIONS  WITH  EXECUTIVES 
JT  TO  BUY  AN  AIRPLANE. 


»W  TO  PROTECT  YOUR  COMPANY'S  MOST  

J.UABLE  assets  from  the  wear-anp-tear  of 

SINESS  TRAVEL. 


never  seem  to  be  enough  good 
gement  people  to  go  around. 

chances  are,  yours  are  spread  a  bit 
?r  than  usual  right  now. 

a  result,  they've  probably  never 
sd  to  travel  more -or  more  effi- 


-than  they  do  today. 

the  state  of  our  public  transporta- 

■ystem  makes  this  next  to  impossible, 
ine  cutbacks  and  deregulation  have 

):ed  access  to  more  than  72  cities  in 
he  last  three  years.  And  since  1968, 

third  of  all  the  communities  once 
d  by  major  airlines  have  been 

oed  from  the  schedule, 
t  leaves  you  with  a  lot  more  road  to 

if  the  airline's  destination  doesn't 
ide  with  yours.  And  at  55  mph, 

oad  is  no  place  to  be  making  up  for 
<me. 


at's  why  it's  pointless  to  expect  your 
oeople  to  accomplish  more  on  a 

Br  schedule-unless  you've  pro- 
p  them  with  the  one  tool  that  can 

?  it  possible, 
company  airplane. 

;  the  most  basic,  most  logical  invest- 
'  you  can  make  to  improve  the  pro- 

yvity  of  your  top  people. 


DNG  TIME  BACK  ON  YOUR  SIDE. 

Being  your  executive  staff  from  the 
timetables  and  route  structures  of 


the  scheduled  carriers,  a  company 
airplane  puts  you  in  total  control  of  your 

travel  agenda. 
You  go  straight  from  your  car  to  the 

flight  line -with  no  ticket  lines,  baggage 
counters  or  boarding  passes  in  between. 

You  can  leave  at  a  moment's  notice.  Fly 
direct  to  your  destination.  Land  at  any  of 

the  airports  the  airlines  use  (plus  12,000 
more  they  don't).  Conduct  your  business 

and  often  return  in  time  to  be  back  in  the 
office  the  same  day. 

As  you  might  expect,  this  kind  of  effi- 
ciency and  flexibility  is  catching  on  fast 

in  the  corporate  world.  In  fact,  today  one 
out  of  every  three  intercity  air  travelers 


arrives  on  a  business  aircraft.  Perhaps 
it's  time  you  decided  to  do  the  same. 


TAKING  THE  FIRST  STEP. 


To  help  you  get  started,  we've  prepared  a 
free  and  comprehensive  portfolio  of  Busi- 
ness Airplane  Reports. 
To  receive  yours,  simply  write  on  your 

letterhead  to:  Beech  Aircraft  Corporation, 
Dept.  K7,  Wichita,  Kansas  67201.  If  you'd 

rather  call,  phone  collect  and  ask  for  Del 
Chitwood:  316-681-8219. 


"1932-1982 


A  Raytheon  Company 


Member  General  Aviation  Manufacturers  Association 


The  Up-And-Comers 


So  far,  Quadrex  Corp.  s  Sherman  Naymark 
has  eluded  the  horrors  that  befall  many  an 
entrepreneur  Now,  though,  comes . . . 


The  testing 


Quadrex  President  Sherman  Naymark  with  emergency  response  computer  system 
"Service  will  be  a  big  business  no  matter  what  else  happens." 


By  Kathleen  K  Wiegner 

Sherman  Naymark  was  presenj 
at  the  creation.  At  62,  he  ha$ 
worked  in  the  nuclear  power  in] 
dustry  more  than  half  his  life — about 
as  long  as  there  has  been  a  nucleal 
power  industry.  The  bespectacled  en-i 
gineer  helped  build  the  reactor  for  the1 
USS  Nautilus,  as  well  as  some  of  the 
world's  first  nuclear  utility  generators. 
His  Quadrex  Corp.  of  Campbell,  Calif, 
was  founded  12  years  ago  in  large  part 
to  provide  engineering  and  consulting 
services  for  new  nuclear  plants. 

New  nuclear  plants?  There  hasn't 
been  a  new  order  for  a  nuclear  plant 
from  a  U.S.  utility  since  1978.  But 
little  Quadrex  is  still  booming.  For 
example,  in  fiscal  1982,  ended  Jan.  3l| 
it  racked  up  a  smashing  65%  in  earn- 
ings (to  $7.1  million)  on  a  41%  sales; 
increase  (to  $75  million).  It  has  grown 
at  35.7%  compounded  annually  since 
it  went  public  in  1973,  and  has  turned 
in  average  return  on  equity  of  37%  fori 
the  last  five  years  on  a  debt-to-equity 
ratio  that  is  currently  l-to-3.6. 

Why?  "I'm  not  Delphic,  but  I  think 
that  in  any  industry  where  there  isj 
presently  a  $50  billion  investment  in 
plant,  service  will  be  a  big  business  no 
matter  what  else  happens,"  is  how 
Naymark  explains  it.  There  are  still  75 
nuclear  generating  plants  licensed 
across  the  country,  and  they  have 
been  a  bonanza  for  Quadrex  for  the 
last  three  years — the  biggest  bonanza 
in  its  history. 

The  reason  is  an  ill  wind  for  nuclear 
that  blew  good  for  companies  like 
Quadrex — Three  Mile  Island.  In  its 
wake,  the  Nuclear  Regulatory  Com- 
mission started  spewing  out  new  reg- 
ulations on  safety,  monitoring  and  en- 
vironmental protection.  To  meet 
them,  it's  estimated  that  existing  nu- 
clear plants  will  have  to  put  in  $427 
million  worth  of  improvements.  That 
flood  of  new  business  may  not  recede 
for  another  few  years. 

Take  piping  analysis.  The  pipes  in  a 
nuclear  plant  must  be  tested  to  with- 
stand steam  pressure  of  up  to  1  mil- 
lion pounds  per  square  inch.  Before 
1979  Quadrex'  piping  analysis  rev- 
enues were  hardly  a  factor  in  total 
sales;  last  year  they  accounted  for 
43%.  Or  take  computerized  informa- 
tion. When  investigators  found  that 
in  the  critical  first  minutes  Three 
Mile  Island  operators  were  confused 
by  the  welter  of  information  pouring 
into  the  control  room,  the  NRC  or- 
dered computer  systems  installed  to 
deliver  it  in  a  more  understandable 
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WHEN  AMERICAN  BUSINESS  HITS  THE  ROAD, 
AMERICAN  BUSINESS  DECIDES  ON  HILTON. 


Ilie  Up-And-Comers 

form.  Naymark  has  invested  $2  mil- 
lion in  R&D  and  new  equipment  so 
far  to  make  Quadrex  a  leader  in  this 
speeialized  computer  software. 

But  what  happens  after  this  burst  of 
work  is  over?  Naymark  talks  optimis- 
tically about  a  comeback  someday  for 
nuclear  power  in  the  U.S.  But  he 
knows  that  merely  hoping  for  that  to 
happen  would  be  folly.  He  needs  a 
contingency  plan. 

Fortunately,  he  has  been  good  at 
looking  beyond  the  horizon  ever  since 
he  was  a  young  Annapolis  (and  MIT) 
graduate  back  in  1948,  serving  as  re- 
pair superintendent  at  the  Navy's 
Norfolk  shipyard.  He  heard  that  an 
admiral  named  Hyman  Rickover  was 
looking  for  engineers  to  help  develop  a 
nuclear  submarine.  "I  didn't  know 
anything  about  nuclear  power,"  Nay- 
mark recalls.  "In  those  days,  nuclear 
engineering  wasn't  even  taught  in 
universities." 

But  Naymark  signed  on  with  Rick- 
over's  crew,  thereby  becoming  one  of 
the  pioneers  of  nuclear  energy.  He 
helped  build  the  power  plants  for  the 
USS  Nautilus,  the  first  nuclear- 
powered  submarine,  then  for  the  USS 
Seawolf.  In  1956  he  left  the  Navy  and 
spent  the  next  14  years  developing 


nuclear  generators  for  General  Elec- 
tric. Just  before  his  50th  birthday  he 
asked  himself  what  it  was  he  wanted 
to  do  with  the  rest  of  his  career.  "I 
decided  I  wanted  to  be  in  an  entrepre- 
neurial situation  where  I  had  to  live 
by  my  own  decisions,  right  or 
wrong,"  he  says. 

In  1969.  Naymark  and  two  col- 
leagues left  GE  to  start  a  nuclear  ser- 
vices and  consulting  company  they 
called  Nuclear  Services  Corp.  They 
picked  the  perfect  time.  Utilities  were 
bringing  on  new  plants  every  year, 
and  projections  were  that  those  giant 
white  domes  would  provide  most  of 
the  world's  energy  by  the  end  of  the 
century.  That  meant  a  market  for  ex- 
pertise, and  Naymark  knew  everyone 
in  that  market  there  was  to  know. 
"The  group  I  started  with  in  the  nu- 
clear industry  was  so  small  it  was  like 
the  aircraft  industry  around  World 
War  I,"  he  says.  "Only  we  talked 
about  neutrons." 

Naymark's  first  major  business  de- 
cision came  quickly.  It  was  one  of  his 
best.  Since  he  and  his  cofounders 
were  starting  a  consulting  business 
with  no  capital  plant  and  their  wives 
helping  out  in  the  office,  they  figured 
$25,000  would  get  them  off  the 
ground.  Bank  of  America  wanted  50% 
of  the  business  for  that  $25,000.  Nay- 
mark turned  it  down,  raised  the  mon- 


ey from  private  investors  and  gave  up 
only  10%  of  the  company.  Naymark's 
two  cofounders  sold  out  in  1980,  one 
to  semiretirement  and  the  other  to 
found  a  business  not  competitive 
with  Quadrex.  Today  Naymark  and 
his  son  Ronald,  a  vice  president  at 
Quadrex,  own  21.7%  of  Quadrex 
stock,  with  a  market  value  of  $16 
million  at  its  recent  price  of  10% 
over-the-counter.  That's  a  P/E  of  only 
8  times  this  year's  earnings,  estimat- 
ed at  $1.35  a  share.  "Investors  still 
think  new  construction  is  the  key," 
says  Wayne  Johnson,  a  limited  part- 
ner with  Stillman,  Maynard  &  Co. 
"They  don't  see  what  Naymark  has 
been  doing." 

Almost  as  soon  as  the  new  com- 
pany began  operations,  it  landed  a 
small  contract  from  Exxon  to  help  de- 
sign and  set  up  a  plant  to  manufacture 
nuclear  fuel  rods.  Next  came  $100,000 
worth  of  contracts  from  Northern 
States  Power  for  its  Monticello  plant 
outside  Minneapolis.  Six  months  after 
its  founding,  the  company  was  in  the 
black,  and  it  has  never  been  in  the  red 
since.  Since  1970  Naymark  has  gone 
to  the  equity  market  only  twice,  once 
when  he  took  the  company  public  in 
1973  and  again  last  year.  Long-term 
debt  is  only  $1.1  million. 

Naymark  has  taken  pains  to  create 
the  kind  of  unregimented  environ- 


because  they  thrive  in  our  environment. 
5^.  "^L      Our  access  to  major  markets  is  exceptions 
Our  state  government  is  sound.  Our  budgei! 
balanced  by  law.  Our  technical  education 
system  trains  skilled  workers  at  little  or  no  cost  to 
industry.  Fewer  businesses  fail  here  than  anywhere 


else  in  the  country. 

There  is  still  a  m    ^  ^OUtH 

'Caroline 


There  is  still  a  «  Soiltll 


1  here  is  still  a 
place  for  eagles  in 
America. 


>ert  E.  Leak,  Directed  South  Carolina  State  Development  Boar 
7,  Columbia,  S.C.  29202.  (803)  758-3145,  TWX  810-666-262 


United  States  Steel  Corporation 


has  acquired  through  merger 


Marathon  Oil  Company 


We  acted  as  financial  advisor  to  United  States  Steel  Corporation 
in  this  transaction  and  as  Dealer  Manager  of  its  tender  offer. 


Goldman,  Sachs  &  Co. 

New  York   Boston   Chicago   Dallas  Detroit 
Houston   Los  Angeles   Memphis  Miami 
Philadelphia   St.  Louis   San  Francisco 
London   Tokyo  Zurich 

March  18,  1982 


Sold  man 
aehs 


ment  he  aspired  to  during  all  those 
years  in  the  Navy  and  at  GE.  "I  always 
seemed  to  be  working  with  no  win- 
dows where  you  could  never  tell  what 
the  weather  was  like,"  he  says,  look- 
ing out  the  windows  of  his  sunny  liv- 
ing-room office  in  northern  Califor- 
nia, where  hummingbirds  fly  among 
the  shrubbery.  Most  everyone  else  at 
Quadrex  headquarters  has  a  win- 
dowed office  and  a  bit  of  greenery 
outside.  And  Naymark,  a  believer  in 
the  Silicon  Valley  technique  of  "man- 
agement by  walking  around,"  can  be 
seen  frequently  prowling  the  halls 
checking  in  with  "the  family." 

As  he  prowls  these  days,  he  is  doing 
some  serious  thinking  about  the  fu- 
ture. In  1978  he  took  the  word  "nucle- 
ar" out  of  the  corporate  name.  Nuclear 
Services  Corp.  was  rechristened 
Quadrex  in  order  to  broaden  its  non- 
nuclear  appeal  in  the  energy  field  (a 
quad  is  a  unit  of  energy  equal  to  a 
quadrillion  Btu). 

His  rapid  move  into  computer  sys- 
tems is  paying  off:  Naymark  expects 
that  part  of  the  business  to  bring  in  $  1 6 
million  in  revenues  this  year,  up  from 
just  $2  million  in  1980.  In  1979  he 
acquired  Health  Physics  Systems,  a 
small  Gainesville,  Fla. -based  company 
that  performs  nuclear  decontamina- 
tion, in  a  $400,000  stock  exchange. 
(Nuclear  plantsnot  only  generate  waste 
that  has  to  be  disposed  of,  but  also 
contaminated  tools,  walls  and  even 
clothing  that  must  be  cleaned.)  With 
Health  Physics  as  a  base,  Quadrex  has 
formed  Richland  Services  Division,  a 
kind  of  high-tech  janitorial  service. 

There  is  a  big  market  abroad  that 
Quadrex  has  barely  tapped.  Nuclear 
energy  may  be  stalled  in  the  U.S.,  but 
countries  like  Japan,  Taiwan,  Mexico 
and  most  of  Europe  are  moving  ahead. 
And  beyond  nuclear  there  are  indus- 
trial plants  in  steel,  chemicals  and  fos- 
sil fuels  that  could  use  Quadrex  exper- 
tise in  such  things  as  waste  manage- 
ment and  computer  systems. 

But  others  are  also  moving,  in  some 
cases  faster.  Among  independent  nu- 
clear service  companies,  Quadrex 
runs  neck  and  neck  with  Impell  Corp., 
headquartered  only  50  miles  north  in 
San  Francisco.  Impell  already  gets 
about  10%  of  its  business  from  non- 
nuclear  sources  (versus  Quadrex'  less 
than  5%)  and  is  much  better  estab- 
lished overseas.  And  as  new  plant 
construction  slows,  the  danger  is  that 
former  Quadrex  clients  will  become 
Quadrex  competitors.  General  Elec- 
tric, for  example,  has  restructured  to 
push  plant  services  and  emergency 
computer  information  systems  like 
Quadrex'.  Right  now  there  is  a  short- 
age  of  trained   engineers — in  fact, 


when  the  flood  of  post-Three-Mile- 
Island  NRC  regulations  swelled  Quad- 
rex' backlog  by  75%  in  just  three 
months  in  1980,  Naymark  had  to  take 
on  hundreds  of  independent  engi- 
neers, in  part  because  there  were  not 
enough  full-time  engineers.  But  if  nu- 
clear construction  continues  to  slow 
down  in  the  U.S.,  that  shortage  could 
turn  into  a  glut.  Then,  even  the  utili- 
ties, no  longer  concerned  with  build- 
ing new  plants,  may  decide  to  put 
their  own  engineers  to  work  on  im- 
provements and  modifications  rather 
than  to  hire  Quadrex. 

It's  a  classic  testing.  So  far,  Naymark 
has  been  spared  the  horrors  many  en- 


trepreneurs go  through.  As  a  founding 
father  of  the  nuclear  industry,  his  ex- 
pertise and  prominence  set  his  com- 
pany on  an  upward  course  almost  from 
the  very  beginning.  Now  Quadrex  must 
bump  up  against  competitors,  many  of 
them  larger  and  stronger,  to  fight  for 
business  in  a  maturing  market  and  to 
scout  opportunities  outside  of  it.  But 
change,  says  Naymark,  is  nothing  new 
for  Quadrex.  "Changes  have  been  the 
greatest  impetus  to  our  growth,"  he 
says,  looking  back  over  the  last  decade. 
"Not  that  we  sought  change  but  we 
have  learned  to  respond  to  it,  to  live 
with  it  and  to  help  the  industry  accom- 
modate it."  ■ 


The  Up-And-Comers 


Vincent  Marotta,  who  gave  the  world  a 
new  way  to  brew  coffee,  is  having  prob- 
lems coming  up  with  an  encore. 


Will  Mr.  Pasta 
help? 


V'  incent  Marotta  had  the  world 
by  the  tail  when  Forbes  last 
ooked  in  on  him  (Oct  29,  1979). 
His  Mr.  Coffee  coffeemaker,  created  in 
1971,  had  captured  50%  of  the  drip 
coffeemaker  market,  and  sales  were 
approaching  $  1 50  million  a  year.  Today 
life  is  more  uncertain.  Despite  excel- 
lent name  recognition,  Mr.  Coffee  sales 
have  flattened  out  in  the  $120  million 
to  $  1 50  million  range.  Marotta  says  his 
market  share,  which  slipped  as  low  as 
35%  in  1981,  is  now  up  to  40%;  his 
competitors  say  30%  would  be  closer  to 
the  mark. 

Marotta's  problem:  His  market  is 
maturing,  and  the  field  is  now  crowded 
with  competitors  encouraged  by  his 
success.  "There  used  to  be  only  4  or  5 
companies  making  drip  coffee- 
makers,  "  he  says  wistfully.  "Now  there 
are  around  25.  It  has  been  eroding  our 
market  share  point  by  point.  But  we 
still  have  at  least  double  the  market 
share  of  each  of  our  nearest  competi- 
tors in  the  field  [Norelco,  General  Elec- 
tric and  Proctor-Silex]." 

But  for  how  long-  Marotta  tried  to 
keep  up  the  pace  with  innovations.  A 


coffee-saving  attachment  was  popular 
during  the  coffee  shortage  of  1977  and 
1978,  but  its  special  attractiveness 
melted  along  with  the  Brazilian  frost.  A 
timed  version  of  Mr.  Coffee,  which  has 
coffee  brewing  when  you  awake,  may 
help,  but  not  enough.  Espresso  and 
cappuccino  machines  would  not  make 
any  money,  he  says. 

Now  Marotta  is  about  to  branch  out 
into  noncoffee  fields.  Later  this  spring 
he  will  unveil  Mr.  Pasta.  Just  add  flour 
and  eggs,  and  in  three  minutes  you  can 
have  any  pasta  from  linguine  to  la- 
sagna.  Will  it  recreate  the  success  of  Mr. 
Coffee?  Probably  not.  After  all,  how 
many  times  a  month  can  you  eat  spa- 
ghetti, even  if  you  make  it  yourself? 
The  retail  price  will  be  $  1 50  (compared 
with  a  $16  to  $50  range  for  Mr.  Coffee), 
and  that  means  Mr.  Pasta  will  not  be  for 
every  kitchen.  Still,  it's  a  start. 

Marotta's  biggest  asset,  of  course, 
is  the  name  Mr.  Coffee.  But  exploit- 
ing it  may  require  more  money  than 
he  can  raise.  Giving  up  some  owner- 
ship of  his  closely  held  company 
(Marotta  still  owns  50%)  might  be 
the  solution.  Marotta  says  no.  "Mr. 
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Fly  our 

48-seat 

Executive 

Jet. 


It's  almost  like  a  whole  plane 
j  yourself.  In  between  Economy 
nd  First  Class. 

Fly  Philippine  Airlines  full 
re  Economy  and  move  up  a  class. 
>  Executive  Class.  And  pay  not  a 
jenny  more! 

You  have  your  choice  of  48 
dining  easy  chairs.  And  with 
irect,  3  times  weekly  Los  Angeles 
vervice  added  to  our  4  weekly  flights 
\vom  San  Francisco  —  you  have  a 
hoice  of  daily  747  "s  to  Manila  on 
r  Executive  Class. 
It's  more  like  an  executive  club 
\han  an  airline 
labin.  Your 


drinks  are  gratis.  You  have  custom 
headsets  to  enjoy  the  last  word  in  air- 
line theatre/ music  systems.  You'll 
have  a  choice  of  superb  Continental 
entrees  or  classic  Philippine  delica- 
cies. Even  your  baggage  is  loaded 
first  and  unloaded  first— just  like 
you're  a  First  Class  passenger. 

The  way  we  look  at  it,  even 
though  you're  flying  on  business, 
it  should  be  a  pleasure  trip  too. 

So  next  time  you've  got 
business  in  Manila  and  the 
close- by  Orient,  tell  your 
travel  agent,  secretary  a 


or  corporate  travel  department 
you're  taking  the  Executive  Jet. 
And  let  them  book  you  Philippine 
Airlines'  Exec- 
utive Class. 


Philippine  Airlines  Executive  Class 

Asia's  first  airline. 

Amsterdam  Athens  Bahrain  Bangkok  Brisbane  Canton  Frankfurt  Hong  Kong  Honolulu  Jakarta  Karachi  Kuala  Lumpur 
London  Los  Angeles  Manila  Melbourne  Peking  Port  Moresby  Rome  San  Francisco  Singapore  Sydney  Taipei  Tokyo 


Good  people 


Nature  preserver.  Erwin  Kaempf 
volunteers  15  to  20  hours  a 
week  as  an  auxiliary  gamekeeper 
in  Neuchatel.  Switzerland. 


Helper  of  the  handicapped.  Ad  Demmers  of  Holland 
helps  handicapped  children  and  their  parents. 

Rescuer.  In  Germany,  Alfons  Thomann  works  as 
an  unpaid  volunteer  diver  for  the  Bavarian  Red  Cross 
when  underwater  catastrophes  occur. 


Life  saver.  Barbara  Skolaut  saves  lives 
and  property  for  the  Manchester 
(Virginia)  Volunteer  Fire  Department 

Home  providers.  Mike  Gay  and  his  wife  Anita 
thought  about  adoption,  decided  they  could 
help  more  children  by  volunteering  to  provide  a 
foster  home  for  Houston's  homeless  children. 


Fund  raiser.  Irene  Pitcock  gives  her  time  to 
the  American  Legion  Ladies  Auxiliary 
in  Louisville  raising  funds  through  bake 
sales,  picnics  and  bingo  games  for  hospitals, 
handicapped  children,  the  blind,  the  needy. 


Church  worker.  I 

Fox  joined  the  chc 
works  seven  days . 
as  a  church  service 
volunteer  in  Manh 


Teenagers'  friend.  Joyce  Cranon 
works  with  disadvantaged  youngsters 
St  Louis,  Mo  to  help  the  teenagers 
realize  their  full  potential. 


On-the-spot  Samaritan.  As  a  volunteer  for  the  Milwaukee  Red 
Cross,  Dale  Clark  brings  his  emergency  van  right  to  the  scene  to 
aid  victims  of  fires  and  other  disasters. 


Food  provider.  Manuel  Jaquez  helped 
found  a  cooperative  supermarket  that 
provides  his  Dominican  Republic  community 
with  quality  food  at  reasonable  prices. 


Mi 

Beauty  restorer. 

Nora  Kennington  works  to  restore 
neglected  gardens  in  N  Y's  Central  Park. 


gels.  In  Melbourne.  Australia,  Shirley 
ott,  Pat  Kein  and  Heiltje  Grieve  raised 
,000  for  the  Multiple  Sclerosis  Society 
picnics,  a  movie  and  supper  evening, 
ilant  and  recipe  book  sales  and  raffles. 


lo  good  things. 


The  good  people  you  see  at  left  are  (as  they 
would  be  the  first  to  tell  you)  just  a  sampling  of 
the  thousands  of  people  within  our  Philip  Morris 
family  who  work  as  volunteers  in  our  hometowns 
around  the  world. 

They  look  quite  ordinary;  and  they  are,  in 
reality,  quite  extraordinary.  They  work  hard  for  a 
living,  and  then,  in  their  off-time,  they  work 
hard  for  nothing.  They  want  to  help  those  who  are 
less  fortunate  than  themselves,  and  in  doing  so, 
they  help  all  of  us.  For  the  hard  fact  is  that  without 
these  good  people,  our  societies  and  our  lives 
would  be  a  lot  less  liveable. 

And  the  delightful  fact  is  this:  Every  man  and 
woman  you  see  here  testifies  that  the  volunteer 
work  they  do  is  "fun,"  "enjoyable,"  "rewarding." 

They  also  say  "It's  easy  to  get  started."  Right 
now  you  can  probably  think  of  some  school, 
library,  hospital  or  church — or  some  service, 
cultural  or  community  group — that  would  love 
to  have  you  pick  up  the  phone  and  offer  your 
help  for  maybe  an  hour  or  two  a  week. 

We  think  you  will.  After  all,  good  people  do 
good  things.  And  you  wouldn't  have  read  this  far 
if  you  weren't  a  pretty  good  person  yourself. 

Philip  Morris  Incorporated 

Good  people  make  good  things. 


mal  protector.  Last  year  Debbie  Goik 
i  over  100  injured  or  neglected  animals 
a  volunteer  for  the  Humane  Society  in 
Livingston,  Michigan. 

Soapbox  safety  teacher.  Alan  Lane 
helped  organize  a  soapbox  derby 
association  in  Fulton,  N  Y  to 
teach  kids  safe  driving 
from  the  ground  up. 


Iganizer.  S  K  Patankar  donates  his  time 
pbay  Lions  Club  to  help  raise  funds  and 
e  elderly,  handicapped  and  blind 


Makers  of  Marlboro,  Benson  &  Hedges  100  s.  Merit 
Parliament  Lights.  Virginia  Slims  and  Cambridge; 
Miller  High  Life  Beer,  Lite  Beer  and  Lowenbrau 
Special  and  Dark  Special  Beer;  7UP  and  Diet  7UP 


Coffee  is  a  household  name.  It's  ge- 
neric. We  have  no  intention  of  sell- 
ing." But  he  may  not  have  that  luxu- 
ry much  longer. — Aaron  Bernstein 

The  return  of 
the  house  call 

"The  main  reason  doctors  like  my 
father  stopped  home  visits  was  not 
because  of  greed,  but  because  it  was 
totally  impractical,"  says  former  ad 
man  Colin  Gaines.  So  how  can 
American  House  Calls  Inc.,  the  com- 
pany Gaines  started  a  year  ago,  afford 
to  provide  house  calls  in,  of  all  places, 
New  York' 

The  answer:  In  some  areas,  New 
York  among  them,  doctors  need  the 
work.  And  things  are  bound  to  get 
tighter  (see  Forbes,  Feb.  1).  Some  stud- 
ies predict  a  15%  oversupply  of  doc- 
tors nationwide  by  1990.  And  in  re- 
cessions, "People  just  don't  go  to  the 
doctor  as  frequently  as  they  used  to," 
Gaines  says. 

Doctors  just  starting  out  have  the 
hardest  time  building  a  practice.  They 
are  usually  the  ones  who  ally  them- 
selves with  Gaines.  Mostly  in  their 
mid-30s,  with  less  than  five  years  of 
practice,  they  become  subcontractors 
for  American  House  Calls,  which  dis- 


Once  again,  there's  a  doctor  in  the  house 

What  used  to  be  impractical  now  helps  build  a  practice. 


patches  them  to  answer  clients' 
phoned-in  requests  and  takes  about 
30%  of  their  fees  of  $45  to  $60  a  visit. 
(Weekends  and  early  mornings  cost 
more.)  All  doctors  are  screened  by 
Gaines'  doctor  father,  now  65,  who 
practiced  for  40  years  in  New  York 
City  before  joining  his  son's  business. 
"I  try  to  stick  to  American-trained 
doctors,  but  that  is  not  always  possi- 
ble," Gaines  says. 

Without   revealing  total  billings, 


The  Up-And-Comers 


Gaines  says  he  is  squarely  in  the  red 
so  far,  and  he  expects  to  stay  that  way 
for  at  least  two  years.  "It's  conceiv- 
able I  could  go  bankrupt,"  he  says. 

Similar  enterprises  operate  in  Mi- 
ami, Detroit  and  Philadelphia.  As 
more  and  more  doctors  struggle  for 
business  in  their  crowded  field,  the 
"totally  impractical"  house  call  may 
become  much  more  practical  to  newly 
minted  doctors  faced  with  the  reality 
of  supply  and  demand. — Anne  Field 


For  years  Binney  &  Smith  slept  on  its  fa- 
mous brand  name.  Now  it  has  almost 
more  business  than  it  can  handle. 


The  greening  of 
Crayola 


By  Steven  Flax 


Y1  ou  don't  have  to  be  a  mar- 
keting expert  to  spot  the  power 
of  the  Crayola  crayon  brand 
name.  The  familiar  yellow  and  green 
trademark  of  $  1 20  million  ( 1 98 1  sales) 
Binney  &  Smith  Inc.  has  a  place  in  the 
heart  of  every  child  and  former  child 
who  has  ever  spent  a  rainy  day  at 
home  with  a  coloring  book.  So  well 
known  is  the  brand  that  although  Bin- 


ney &  Smith  dominates  the  U.S.  cray- 
on market  with  an  estimated  80%  of 
manufacturers'  annual  sales  of  $55 
million,  until  recently  the  79-year-old 
corporation  was  the  slow  child  in  the 
nursery. 

Never  having  had  to  become  very 
expert  at  marketing,  Binney  &  Smith 
coasted  while  the  population  of  chil- 
dren in  its  prime  market  shrank  every 
year  from  1967  to  1980,  and  the  rising 
cost  of  petroleum-based  crayon  wax 


cut  profit  margins.  The  result:  Profits 
stumbled  lamely  throughout  the 
1970s,  because  Binney  &  Smith  was 
satisfied  with  a  maintenance  manage- 
ment type  of  operation.  By  1972,  with 
control  of  the  company  resting  in  the 
aging  hands  of  the  two  Binney  sisters 
and  their  nephew,  the  threat  of  outside 
takeover  became  serious. 

But  that's  all  ancient  history.  Hav- 
ing declined  such  suitors  as  Chese- 
brough-Pond's  and  Kellogg,  Binney  & 
Smith's  chief  executive,  Jack  Kofoed, 
a  veteran  marketing  man  from  Gener- 
al Foods,  is  well  on  his  way  to  taking 
full  advantage  of  the  neglected 
Crayola  franchise.  Last  year  Binney  & 
Smith's  earnings  were  up  50%,  to  a 
record  $8.8  million  ($2.49  a  share)  on 
a  sales  increase  of  28%,  and  return  on 
equity  reached  a  respectable  17.5%. 

In  part  Binney  &  Smith  is  benefit- 
ing from  the  new  baby  boom,  which 
should  produce  a  1%  to  2%  annual 
growth  in  the  crayon  market  during 
the  Eighties.  But  Kofoed  has  more 
than  demographics  working  for  him. 
Binney  &.  Smith  is  beginning  to  reap 
the  benefits  of  a  marketing  program 
designed  to  gain  sales  outside  its  tra- 
ditional crayon  business.  It  has  taken 
eight  years  to  implement,  but  now 
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Reading  left  to  right,  top  to  bottom: 

South  African  Airways  Scandinavian  AirljiK" 
Singapore  Airline:,  GarudatnBot^esjaitf  Airy* 
Air  Franco  Pakistan  IhlemalioKii  Airlm;  5  1 
Tba  Domestic  Airlines  \.  astern AirfrfleJ  '  A>rii 
Thai  Airways  International  Indian  Airlines 
Swissair  Egyptau  trari.s  European  Airway:, 
Malaysian  Airline  System  Laker  Airways  Tfi 
British  Caledonian  lunisAir  Austrian  Airlini 
Varig  Brazrlian Airhnr :s  VASP  (Sao  Paulo)  S 
Nigeria  Airways  China  Airlines  Middle  f  ast 


More  and  more  tails  to  tell. 


s.Sysfem  Cruzeiro  do  Sul 
ays  PhifippmeAirlines  Korean  Airlines 
uflhansa  KLM  Royal  DutchAirlines 
Piter  Hapag  Lloyd 

ilympic  Anways  Iran  Air  Alitalia  Iberia 

Sabena  Air  Afrique 
ans  Australia  Airlines  Martinair  ,' 
:s  Kuwait  Airways  Corporation 
audi  Arabian  Airlines:  WardairCanada 
Airlines  LibyanArabAirlines  AirJamaica 


©Airbus  Industrie 


37  Crayola-brand  items.  While  hardly 
a  new  idea,  the  centers  encourage  the 
chains  to  expand  their  inventory. 
"Rather  than  being  a  lot  of  miscella- 
neous products  here  and  there,  we  are 
being  looked  on  as  a  whole  Crayola 
line,"  says  Kofoed.  Should  the  com- 
pany keep  making  the  distribution 
gains  it  has  already  made  with  dis- 
plays, it  could  double  its  sales  volume 
in  four  to  five  years,  Kofoed  predicts. 

Why  didn't  Binney  &  Smith  do  all 
this  long  ago?  Because  it  was  accus- 
tomed to  catering  chiefly  to  the  edu- 
cational market.  Binney  &  Smith's 
management  had  risen  through  the 
ranks  selling  to  school-supply  distrib- 
utors. So  they  stuck  with  the  old  com- 
fortable relationships.  Even  though 
the  educational  market  was  yielding 
only  30%  of  sales,  it  was  getting  a 


Hie  Up-And-(  Vomers 

Binney  &  Smith  is  plastering  the 
green  and  yellow  Crayola  trademark 
on  dozens  of  products  that  formerly 
carried  other  brand  names.  The  strat- 
egy is  beginning  to  pay  off.  Sales  of 
watercolors,  formerly  sold  under  the 
Artista  label,  are  up  20%  in  units. 

More  important,  Binney  &  Smith 
has  developed  a  host  of  new  products 
to  put  that  trademark  on.  These  in- 
clude markers,  art  kits  and  activity 
toys  (such  as  clay  and  finger  puppets) 
as  well  as  some  items  using  such  li- 
censed characters  as  the  Muppets  or 
Annie.  This  year  the  company  intro- 
duced 1 1  products  at  Toy  Fair,  twice 
as  many  as  last  year. 

Kofoed  doesn't  want  new  products 
to  account  for  30%  to  40% 
of  sales  at  Binney  &  Smith, 
as  they  do  in  the  faddish 
toy  business.  But  he's  hap- 
py to  have  succeeded  in  re- 
ducing his  dependence  on 
crayons  from  87%  of  sales 
in  1963  to  less  than  45%  of 
sales  last  year.  By  bringing 
out  at  least  four  new  prod- 
ucts each  year,  Kofoed  ex- 
pects to  keep  adding  4%  to 
5%  of  new  net  sales. 

The  most  successful  new 
product  has  been  the 
Crayola  Caddy,  an  array  of 
art  materials  on  a  plastic 
lazy  Susan  that  retails  for 
$17.98.  Last  year  Caddy 
sales  reached  $10  million. 
Such    "activity  centers" 

promote  greater  usage  of  Binney  &  Smith  President  Kofoed  (left);  marketing  man  Eberting 
crayons  and  keep  the  child  Even  Daddy  Warbucks  is  pushing  Crayola  now. 

a  customer  a  little  longer. 


Another  winner  aimed  at  the  older 
child  has  been  the  Crayola  Marker. 
Markers  are  pretty  much  commodity 
items,  yet  Crayola  Markers,  listing  for 
$2 . 7 1  for  an  eight-pack,  long  ago  passed 
Magic  Markers,  now  selling  at  around 
$  1 . 1 9  for  a  ten-pack,  to  become  a  major 
factor  in  the  $50  million  coloringmark- 
er  category.  "We  have  been  getting 
increases  of  about  80%  to  100%  a 
year,"  says  Fred  Eberting,  a  handsome 
Missourian  who  is  vice  president  of 
marketing.  "It's  the  fastest-growing 
segment  of  the  company." 

All  this  has  forced  Binney  &  Smith 
to  change  its  distribution  channels. 
"The  focus  today  is  on  the  retail, 
mass-merchandising  field,"  says  Ko- 
foed. "Places  like  K  mart,  Woolworth 
and  Toys  'R'  Us  are  where  our  great- 
est opportunity  is  now."  To  service 
those  chains  Binney  &  Smith  has  dis- 
tributed a  new  in-store  display  called 
the  Crayola  Fun  Center,  which  holds 


lopsided  60%  of  the  company's  in- 
vestment in  marketing.  Binney  & 
Smith  didn't  even  have  a  new-product 
department  until  1974,  the  year  be- 
fore Kofoed  came  to  the  company, 
and  even  then  its  budget  was  less  than 
1%  of  sales.  "It  was  like  praying  for 
rain  and  not  taking  an  umbrella,"  says 
Eberting  of  the  company's  attitude 
toward  new  products.  "People  just 
didn't  believe." 

Meanwhile,  the  company  slighted 
its  mass  merchandisers.  Some  were 
large  toy  retailers  who  asked  for  the 
same  extended  payment  terms  they 
got  from  toymakers.  But  Binney  & 
Smith,  whose  business  wasn't  as  sea- 
sonal, turned  a  deaf  ear  to  these  re- 
quests. Then  it  made  matters  worse 
by  timing  its  promotions  poorly.  The 
result:  Binney  &  Smith  had  an  image 
to  much  of  the  trade  as  being  unrea- 
sonable, conservative  and  out  of 
touch.  "We  had  this  king-of-the-hill 


attitude,"  says  Eberting. 

Not  until  1975,  after  consultants 
hired  by  the  exasperated  Binney  & 
Smith  board  of  directors  pinpointed 
the  problem  as  marketing  weakness, 
did  the  company  take  action.  At  that 
point,  Kofoed,  hired  from  Papercraft, 
brought  in  first-rate  people  from  con- 
sumer marketing  companies  like 
Hallmark  and  Johnson  &  Johnson. 
Then  Kofoed  put  product  develop- 
ment under  his  marketing  vice  presi- 
dent and  set  clear  guidelines.  "We 
work  on  a  few  product  opportunities 
now,"  says  Kofoed.  "In  a  $5  billion 
[toy]  market  we  think  there  are  seg- 
ments we  can  cherry-pick." 

Today  the  Binney  &  Smith  sales 
force  is  focused  on  products  where  the 
return  is  greatest.  It  is  also  spending 
heavily  on  cooperative  advertising  in 
addition  to  the  $4  million 
it's  spending  for  broadcast 
and  print  ads — five  times 
what  it  spent  in  1972.  Now 
B&S  marketing  is  doing  the 
same  repackaging  and  re- 
distribution of  the  com- 
pany's Liquitex  line  of  fine 
artists'  materials  (about 
12%  to  14%  of  sales)  that  it 
did  for  children's  products. 
Unit  sales  of  Liquitex 
paints  are  up  despite  being 
in  a  flat  market. 

Because  of  this  relatively 
sudden  marketing  success, 
the  immediate  problem  for 
Binney  &.  Smith  is  filling  all 
its  orders.  At  its  Easton, 
Penna.  plant,  the  produc- 
tion lines  for  markers  were 
running  flat  out  three  shifts 
a  day,  and  still  the  plant  was 

 surrounded    with  vacant 

trailers  that  couldn't  be  loaded  fast 
enough.  A  $15  million  capacity  expan- 
sion, slated  to  begin  this  year,  and 
improved  raw  materials  management 
and  production  scheduling  will  solve 
most  of  these  problems,  says  Kofoed. 

But  this  may  be  wishful  thinking. 
Binney  &  Smith's  small  sales  force  is 
already  having  trouble  keeping  Fun 
Center  racks  stocked.  Recently  the 
company  stopped  distributing  the  dis- 
plays,  a  warning  sign  that  the  com- 
pany's marketing  may  be  outstripping 
its  servicing  capability.  With  its 
shares  trading  at  a  handsome  10  times 
earnings,  the  company's  current  sup- 
ply problems  suggest  caution  for 
would-be  investors.  Just  how  effective 
Kofoed  will  be  in  filling  the  demand 
his  marketing  efforts  have  created  re- 
mains to  be  seen. 

But  that's  a  high-class  worry.  And 
one  that  is  long  overdue  for  the  king 
of  crayons.  ■ 
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OTHER  NORTHERN  IRELAND: 


With  engi 
ike  Colin  Mcllwaine, 
Northern  Ireland  will 
ake  your  technological 
demands  in  stride. 
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A  former  engineering  teacher,  Colin 
Mcllwaine  joined  Lear  Fan  Jet  Ltd.  in  1980 
when  it  opened  its  plant  at  Newtonabbey 
in  County  Antrim.  In  the  aeronautical  in- 
dustry, technological  ability  is  crucial,  and 
Colin,  the  40 journeymen  engineers  he 
supervises,  and  all  the  other  workers  at 
Lear  have  the  savvy  it  takes.  Our  univer- 
sities and  technological  colleges  turn  out 
a  plentiful  and  welcome  supply  of  special- 
ists that  will  meet  the  needs  of  any  state- 
of-the-art  company. 

Beyond  ability  we  offer  stability.  Colin 
is  typical  of  our  workers,  who  have  chalked 
up  an  enviable  record  for  harmonious  labor 
relations.  The  only  thing  in  Northern  Ireland 
he's  exercised  about  is  shaping  up  for  his 
sports  club's  soccer  team. 

In  addition,  Northern  Ireland  has  ex- 
cellent R&D  support  programs,  top-grade 
transportation  and  communications  links 
for  easy  access  to  the  Common  Market 
and  other  parts  of  the  world,  and  invest- 
ment incentives  which  have  been  judged 
the  best  overall  in  the  EEC. 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  function 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet,  come 
see  for  yourself.  For  further  information  or 
visit  details,  contact  Ian  Walters  or  George 
Forster  at  the  Northern  Ireland  Industrial 
Development  Office.  Call  (212)  593-2258. 
Or  write:  NIIDO,  British  Consulate-General, 
150  E  58th  St.,  New  York.  NY  10155. 
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Northern 
Ireland  works. 

A  visit  will  convince  you. 
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Have  expertise,  will  travel 

General  Electric  has  set  ambitious 
goals  for  General  Electric  Trading  Co., 
the  new,  wholly  owned  subsidiary  it 
has  just  formed  to  export  both  its  own 
products  and  those  of  other  American 
concerns.  It  aims  to  be  exporting  as 
much  as  $1.5  billion  in  non-GE  goods 
by  1987.  Says  George  Stathakis,  51, 
new  president  and  CEO  of  the  trading 
company:  "We've  received  inquiries 
from  dozens  of  firms,  many  of  them 
within  our  target  range  of  $50  million 
to  $500  million  in  annual  sales." 

As  he  gets  the  trading  company  off 
the  ground,  Stathakis  will  continue  to 
run  GE's  traditional  export  business 
($4  billion  in  GE  products  sold  to  140 
countries  in  1981).  GE  has  been 
among  the  three  top  U.S.  exporters 
(with  Boeing  and  Caterpillar)  and  is 
the  most  diversified.  The  existing  in- 
ternational operation  will  continue  to 
provide  export  services  for  high-tech, 
longer-cycled  GE  products  like  air- 
craft engines.  The  new  trading  com- 
pany will  export  shorter-cycle  GE 
goods  like  generators,  as  well  as  com- 
patible goods  from  other  companies. 

Already  200  of  Stathakis'  1,000-per- 
son  international  staff  have  been 
pulled  in  to  run  the  company.  Since 
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George  Stathakis  of  GE  Trading 
Bringing  good  things  to  trade? 


the  announcement  last  month,  he  has 
received  re'sumes  from  linguists,  in- 
ternational marketers  and  business 
school  graduates. 

"The  Department  of  Commerce  in- 
dicates there  are  25,000  corhpanies 
that  would  like  to  export,"  he  says. 
What  GE  can  offer  is  the  muscle  ei- 
ther to  buy  goods  outright  for  sale 
overseas  or  to  provide  export  service 
on  a  commission/broker  basis — plus 
all  the  letters  of  credit,  warranty  ser- 
vice, foreign  exchange  and  marketing 
expertise  that  the  international  outfit 
already  has.  "Some  people  abroad  see 
America  as  smug  and  elitist  rather 
than  out  there  scrapping  for  busi- 
ness," he  says.  "We  now  have  to  take 
on  these  guys  toe-to-toe." — B.E. 

Auto  motives 

Morris  Belzberg,  CEO  of  Budget  Rent 
A  Car  Corp.,  a  Transamerica  subsid- 
iary with  revenues  of  $750  million, 
has  been  working  mightily  to  lease 
1,000  De  Lorean  sports  cars  for  his 
60,000-car  U.S.  fleet.  If  he  has  his 
way,  by  mid-April  customers  will  be 
able  to  rent — not  lease — one  of  those 
gull-winged  stainless-steel  babies  for 
$59.95  a  day  in  roughly  30  cities.  (Reg- 
ular rentals  start  at  $30  or  so.) 

"We've  got  $1.5  million  for  an  initial 
ad  campaign,  mostly  spot  television," 
says  Belzberg,  52.  "We  might  even 
have  John  De  Lorean  in  the  commer- 
cials." Belzberg  says  Budget  could 
eventually  lease  another  1,000  De  Lor- 
ean automobiles.  He  figures  he  could 
retire  each  car  after  8,000  to  12,000 
miles  to  one  of  De  Lorean's  approxi- 
mately 440  independent  auto  dealers 


Budget  Rent  A  Car's  Morris  Belzberg 
Stainless  at  $59.95  a  day? 


to  be  resold  on  the  used-car  market. 

Before  a  single  De  Lorean  sports  can 
gets  into  Belzberg's  fleet,  any  number 
of  things  can  go  wrong.  Bank  of) 
America,  for  one  thing,  has  declared) 
an  $18  million  De  Lorean  loan  in  de- 
fault and  has  obtained  a  court  order 
restraining  the  sale  of  almost  2,000 
cars.  And,  of  course,  De  Lorean  could] 
declare  bankruptcy. 

Besides  the  obvious  promotional 
lure,  why  does  Belzberg  want  all  the 
hassle?  "We  see  it  as  a  supplemental 
family  car,  a  'Dad's  toy'  for  people 
who  do  a  lot  of  daily  driving  and 
want  a  plush  ride,"  says  Belzberg, 
Canadian-born  and  a  first  cousin  to 
the  Belzberg  dynasty  in  Vancouver. 
He  sees  no  risk  to  Budget  if  De  Lor- 
ean goes  out  of  business.  "A  lot  of 
parts  weren't  made  by  De  Lorean, 
and  a  car  doesn't  go  to  pot  just  be- 
cause a  company  does,"  he  says. 
"Take  the  1955  Thunderbird."— B.E. 


"I  got  the  gas  right  here" 

With  all  his  headaches  as  board  chair- 
man of  beleaguered  Western  Air  Lines 
(he  subsequently  resigned),  Arthur 
Kelly  was  also  serving  as  a  director  of 
Hollywood  Park,  the  Los  Angeles 
racetrack  that,  coincidentally,  lies  in 
the  path  of  Western's  landing  pattern 
to  Los  Angeles  International  Airport. 
While  chairing  a  committee  of  direc- 
tors studying  supplementary  uses  for 
the  track's  355  acres,  Kelly  decided 
six  months  ago  that  Hollywood  Park 
should  try  drilling  for  oil.  A  well  capa- 
ble of  producing  perhaps  100  barrels  a 
day  has  been  plotted  right  under  the 
racetrack's  parking  lot. 

Numerous  dry  wells  have  been 
drilled  in  the  area  since  1926.  But 
Kelly,  a  geology  minor  from  the  Uni- 
versity of  Utah  who  holds  interests 
in  a  few  Texas  oil  wells,  persuaded 
the  board  to  grant  a  lease  to  the  Ca- 
sex  Co.,  with  the  park  retaining  a 
23%  royalty.  The  drilling  outfit 
spent  $1.5  million  for  the  first  well, 
named  Pick  Six  (after  the  track's  in- 
novative long-shot  wager,  in  which 
the  winners  of  six  races  are  picked 
in  one  bet). 

"There  are  two  things  I  always 
wanted  to  do  in  my  fantasies:  find  a 
gold  mine  and  discover  oil,"  says  Kel- 
ly, 68,  who  started  at  Western  as  a 
salesman  in  1937.  A  preliminary  re- 
port indicates  both  oil  and  gas  are 
present.  Kelly  hopes  several  wells  can 
be  slant-drilled  under  the  parking  lot. 
Though  the  company  won't  speculate 
on  potential  revenues,  sales  from  sev- 
eral good  wells  could  mean  $300,000 
to  $500,000  annually,  before  taxes. 

The  shareholders  of  Hollywood  Park 
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'  Hollywood  Park  director  Arthur  Kelly 
Betting  on  a  gusher. 


:  (which  earned  $4.4  million  on  revenues 
!of  $29  million  in  the  nine  months 
ended  last  September)  must  be  pleased. 
|  Before  the  oil  strike,  the  stock  was 
belling  over-the-counter  at  $23.  Re- 
!  cently  it  was  $35.  What  of  Kelly's  other 
fantasy?  "Well,"  he  says,  a  glint  in  his 
I  eye,  "I  talked  to  some  people  the  other 
night  who  have  a  little  gold  mine  in 
Fairbanks,  Alaska.  .  .  ." — Roger  Neal 

Dirhams  to  lend 

Want  to  do  a  little  business  with  the 
sheikhs  in  the  Middle  East  with  their 
money?  See  Paul  Wayne  Wright,  ex- 
ecutive vice  president  and  chief  oper- 
ating officer  of  the  Washington-based 
American  branch  of  the  National 
Bank  of  Abu  Dhabi.  He's  got  about 
$355  million  worth  that  he's  eager  to 
lend  out. 

He's  not  alone  in  wanting  ventures 
between  the  Middle  East  and  Ameri- 
can companies.  In  January,  for  exam- 
ple, Saudi  Arabian  Prince  Muhammad 
al-Faisal  announced  plans  to  start  an 
investment  banking  company  in  New 
York  capitalized  at  $500  million  "or 
more." 

The  advantage  for  an  American 
businessman  dealing  with  a  Middle 
Eastern  institution,  Wright  says,  can 
be  summed  up  in  one  word:  contacts. 
The  Middle  East  being  the  Middle 
East,  connections  are  always  handy. 
In  Abu  Dhabi,  for  instance,  natives 
bidding  on  government  contracts  re- 
ceive a  10%  price  advantage  over  for- 
eign companies.  Since  the  bank  is  a 
wholly  owned  subsidiary  of  Abu  Dha- 
bi's largest  bank  (assets,  $5  billion), 
which  is  closely  tied  to  the  ruling  fam- 


ily, it  can  quickly  get  its  hands  on 
large  amounts  of  local  currency — dir- 
hams. "We  just  get  on  the  phone  and 
telex  and  get  it  done,"  Wright  says. 

The  branch  is  15  months  old,  and, 
although  Middle  East  sources  say  it 
has  not  yet  put  together  any  joint 
ventures,  Wright  says  there  have  been 
a  few  deals  made.  He  won't  discuss 
them  but  says  he  spends  a  lot  of  time 
in  the  Southwest  looking  for  oil  proj- 
ects. "We  call  on  corporations  and 
banks  with  business  interests,  par- 
ticularly in  the  gulf  region,"  he  says. 
The  bank  would  like  to  provide  funds 
for  exports,  capital  goods,  engineering 


J» 
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and  construction  projects.  Wright 
calls  the  bank  "the  new  boys  in  the 
country." 

A  former  Citibank  vice  president, 
Wright  manages  the  bank  office  just 
a  few  blocks  from  the  White  House. 
Deposits  are  taken,  too,  of  course, 
but  the  minimum  is  $100,000.  It's 
not  the  deposits  Wright  wants.  It's 
borrowers. — Beth  Brophy 

Building  blocs 

On  top  of  the  housing  slump  and  their 
eroding  position  in  the  construction 
industry  (Forbes,  Mar.  15,  1981 ),  the 
once-mighty  building  trades  unions 
now  face  an  organized  effort  by  non- 
union employers  in  their  longtime 
stronghold — downtown  construction 
projects  in  big  cities. 

A  task  force  of  Associated  Builders 
and  Contractors,  the  national  trade 
association  of  open-shop  contractors, 
has  targeted  seven  cities — Boston, 
Dallas,  Los  Angeles,  Atlanta,  Cincin- 
nati, Seattle  and  Miami — where  ABC 
has  strong  local  chapters.  The  time  is 
ripe,  says  ABC  President  John  Fielder. 
"Downtown  projects  have  always 
been  a  symbol  of  the  union,  but  it's 
only  a  matter  of  time  before  that 
changes,"  he  predicts. 

But  the  16,500-member  ABC  must 
overcome  two  big  obstacles  before  it 
cracks  the  big  cities:  construction- 
user  fears  that  open-shop  workers 
would  cause  trouble  on  the  job  or  shut 
down  other  projects  where  there  is 
union  involvement,  and  the  stigma 
that  nonunion  shops  are  unskilled. 

Fielder  says  he  and  his  task  force 
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Abu  Dhabi  International  Bank's  Paul  'Wayne  Wright 
The  advantage,  in  one  word:  "contacts." 
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Lockheed  knows  how. 


Across  the  U.S.,  there  is  a  rising,  insistent  cry  for  more 
quality  in  products.  At  Lockheed,  advances  in  quality  are 
away  of  life.  When  a  fleet  ballistic  missile  is  launched,  as 
shown  above,  there  can  be  no  compromise  in  quality.  And 
that  applies  to  aircraft,  spacecraft,  and  a  host  of  other 
Lockheed  products  large  and  small.  The  examples  below 
cover  some  of  the  advances  in  quality  that  Lockheed  has 
made  recently  in  keeping  pace  with  scientific  progress. 

Giving  flaws  no  place  to  hide. 

The  cost  and  time-consumption  of  inspecting  products 
like  rocket  motors  and  gas  turbineengines  can  be  staggering 
With  rocket  motors,  if s  a  search  for  cracks,  voids,  flawed 


Gas  turbine  engine  under  Lockheed  X-ray  inspection. 

bonding,  or  other  critical  defects.  With  gas  turbine  engines, 
the  vital  subject  is  gas-seal  clearances,  because  these  affect 
fuel  efficiency.  The  engine  testing  is  done  at  the  develop- 
ment stages  and  the  gas  seals  redesigned  if  necessary 
Until  recently,  such  testing  combined  X-ray  with  photo- 


graphic techniques.  With  rocket  motors,  however,  insp 
by  this  photographic  imagery  method  required  several 
hundred  separate  pictures,  each  needing  incremental 
rotations  of  the  product,  exposure  times,  individual  fill 
processing,  and  painstaking  review  of  every  picture. 

So  Lockheed  has  developed  a  real-time  X-ray  imagi 
system  that  permits  uniform,  100%  inspection  (rather t| 
sampling)  at  far  faster  speed  and  lower  cost  than  con- 
ventional X-ray  methods.  Users  of  the  Lockheed  systerl 
report  savings  of  up  to  50%  in  time  and  66%  in  X-ray 
materials  costs. 

Spotting  trouble  before  it 
becomes  a  problem. 

You're  looking  at  potential  trouble  in  the  photograpr 
below.  Actually,  it's  an  infrared  photograph  of  a  printedl 
cuit  board.  The  magenta  coloring  identifies  an  integral 
circuit  on  the  board  that  may  be  too  hot. 

Until  recently,  it  was  almost  impossible  to  verify 
the  thermal  integrity  of  the  hundreds  or  even 
thousands  of  PC  boards  that  go  into  a  modern  aircraft. 
Now  Lockheed  has  developed  a  unique  method  of  eval 
ing  PC  boards  completely.  This  new  approach  involves 
thermal  imaging.  It  is  a  non-  i 
contact,  non-destructive  way  of 
testing  electronic  equipment. 

The  actual  test  of  a  PC  board, 
using  infrared  photography,  can 
be  made  in  a  few  minutes. 
Once  a  "hot"  spot  is  detected, 
early  steps  can  be  taken  to 
correct  it. 


[heed's  thermal  survey  also  has  a  long-term  benefit, 
fared  photograph  provides  a  permanent  temperature 
[hat  may  be  compared  with  future  design  changes  in 
poard.  The  result:  far  higher  reliability  over  the  life  of 
i.semblies. 

d:  a  way  to  test  200,000  holes. 

;  airlifter  or  jetliner  may  have  as  many  as  200,000 
•  its  airframe.  Mainly  rivet  and  fastener  holes,  they  all 


i  checked.  And  rechecked  after  the  aircraft  has  been 
ce.  It's  been  a  costly,  time-consuming  process. 
i  Lockheed  has  developed  two  unique  systems  that 
ts  and  time  enormously  while  increasing  reliability  of 
One,  a  Capacitance  Hole  Probe  tests  newly  drilled 
^  probe  with  48  sensors  is  inserted  into  the  hole.  The 
check  the  hole  on  six  different  layers,  and  a  com- 
lakes  a  written  record  of  the  test— all  in  nine  seconds, 
ly,  it  took  several  minutes  to  test  a  hole  with  less 

Sty- 

;heed  has  not  neglected  old  holes  either.  In  mainte- 
nspections,  a  computer-based  Eddy  Current  Scanner 
old  hole  for  cracks  in  two  minutes.  The  recent 
I  method  took  10  minutes  with  less  reliability.  The 


scanner  also  uses  a  sensor  probe  and  makes  a  computer 
record  of  the  findings. 

50,000  fuzes  a  month. 

Aircraft  and  spacecraft  roll  down  assembly  lines  in  rela- 
tively small  numbers.  But  Lockheed  also  is  involved  in  mass 
production  at  a  unique  facility  ■ 


in  Denville,  New  Jersey.  There 
Lockheed  produces  50,000  fuzes 
a  month  for  U.S.  Army  shells. 
It  already  has  manufactured 
more  than  1 ,000,000  fuzes. 

Designed  by  Lockheed  under 
U.S.  Army  direction,  the 
facility  could  produce  well 
over  100,000  fuzes  monthly. 
It  is  highly  mechanized,  and  its 
extensive  testing  program  is  au- 
tomated. Computerized  stations 
test  100%  of  all  electrical  components  as  they  arrive  at  the 
facility.  Then,  all  subassemblies  and  final  assemblies  are 
tested.  Lockheed  believes  this  may  be  the  most  rigorous 
testing  program  of  this  type  in  the  country.  Result:  highly 
reliable  fuzes,  produced  in  greatquantity  with  enhanced 
productivity. 

For  more  information  about  Lockheed,  write  for  the 
1981  Annual  Report  Highlights  to  A.C.  Melrose, 
Lockheed  Corporation,  P.O.  Box  551,  Burbank,  CA  91520. 

^^Lockheed 


There  is  a 
Billion  Doll  a  k 
Energy  Corporation 

Growing 
in  Oklahoma 


re  ONEOK  Inc.  (pronounced  one-oak).  We're 
involved  in  oil  and  gas  exploration  and  production, 
contract  drilling,  natural  gas  liquids  extraction,  and  more.. 
Our  Oklahoma  Natural  Gas  Company  is  the  nation's  7th 
ranking  fully  integrated  natural  gas  utility.  ONEOK. 
Our  NYSE  symbol  is  OKE.  Perhaps  it's  time  you  knew 
more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  write:  P.  O.  Box  871,  Tuba,  OK  74102 


ABC  President  John  Fielder 

Opening  doors  far  the  open  shops. 

don't  try  to  gloss  over  what  can  hap- 
pen on  a  big-city  job  when  nonunion 
workers  are  used,  including  the  possi- 
bility of  physical  confrontation.  A 
strong  relationship  with  local  law  en- 
forcement officials  is  essential  in  each 
target  city,  he  says.  As  for  the  un- 
skilled label,  he  cites  open-shop 
Brown  &  Root,  one  of  the  largest  con- 
tractors in  the  world  and  a  member  of 
ABC.  "We  can  show  we  have  the  ca- 
pability to  do  the  jobs,"  he  says. 

As  a  building  trades  employer, 
Fielder,  43,  doesn't  stick  completely 
to  the  nonunion  line.  He  is  president 
of  Santa  Ana,  Calif.-based  electrical 
contractor  South  Coast  Electric,  an 
open-shop  company  that  sometimes 
subs  out  specialty  work  to  unionized 
shops.  "We  don't  have  a  problem  with 
that,"  he  says,  "although  the  union 
might." — Ellen  Paris 

Rent  a  shuttle 

If  Klaus  Heiss  did  nothing  else  but 
stay  where  he  was,  running  Econ,  his 
econometric  consulting  firm,  and  ad- 
vising various  aerospace  companies 
and  agencies,  he  figures  he  could  be 
earning  a  comfortable  $200,000  a  year 
and  breathing  a  lot  easier.  As  it  is,  he 
has  embarked  on  a  scheme  that  at 
first  glance  could  be  called  so  blue-sky 
as  to  be  overweeningly  ambitious. 
Heiss  explains  in  his  soft  Austrian 
accent  that  he  wants  to  get  into  the 
space  shuttle  business,  no  less. 

Specifically,  Heiss,  40,  wants  to  buy 
a  space  shuttle  orbiter  and  give  it  to 


Faces 

Behind  The  Figures 


NASA  to  add  to  its  fleet.  Estimated 
cost  of  one  orbiter:  SI  billion.  Heiss 
doesn't  have  the  money  in  hand,  but 
he  does  have  more  than  a  passing 
familiarity  with  the  space  shuttle  pro- 
gram. An  Austrian  economist  who 
came  to  the  U.S.  in  1964  to  work  with 
economist  Oskar  Morgenstem  at 
Princeton  University,  Heiss  did  eco- 
nomic analyses  on  the  shuttle  pro- 
gram in  the  early  1970s  that  were 
used  by  NASA  to  justify  the  current 
shuttle  design. 

In  return  for  giving  a  shuttle  to 
NASA,  Heiss  wants  his  Princeton, 
N.J. -based  outfit,  The  Space  Transpor- 
tation Co.,  to  get  the  exclusive  fran- 
chise to  market  commercial  and  for- 
eign payload  space  on  NASA's  entire 
fleet,  which  is  expected  to  be  four  by 
the  middle  of  this  decade.  By  the  mid- 
1980s  NASA  should  be  running  as 
many  as  24  shuttle  missions  a  year 
and  Heiss  estimates  that  about  20% 
of  the  entire  annual  payload  could  be 
devoted  to  commercial  and  foreign 
projects  in  space.  Heiss  expects  the 
demand  to  be  there,  particularly  from 
communications  companies  like 
AT&T  and  RCA  (both  of  which  have 
already  reserved  space  with  NASA). 
He  does  have  one  competitive  worry: 
Arianespace,  the  consortium  of  banks 
and  corporate  investors  from  1 1  Euro- 
pean countries,  is  marketing  commer- 
cial bookings  on  the  group's  Ariane 
rockets,  which  launched  a  successful 
test  flight  in  December.  GTE's  satel- 
lite company  has  already  booked 
space  on  two  Ariane  rockets,  sched- 
uled for  launch  in  1984. 

STC  submitted  its  proposal  to 
NASA  in  February.  Apart  from  saying 
that  he  is  pleased  to  see  private  mon- 
ey looking  to  space,  NASA  Adminis- 
trator James  Beggs  is  resolutely  non- 
committal on  the  scheme. 

Under  STC's  plan,  corporations 
would  pay  STC,  which  would  then 
reimburse  NASA  for  all  direct  costs  of 
operating  commercial  and  foreign 
payloads.  That  system  is  already  in 
effect  between  NASA  and  the  Depart- 
ment of  Defense.  Heiss  notes  the  po- 
tential for  revenues  to  STC  in  advance 
bookings  from  corporations. 

STC's  organizer,  a  Princeton  in- 
vestment banking  firm  founded  by 
William  Sword  Sr.,  formerly  a  partner 
at  Morgan  Stanley,  plans  to  approach 


STC  President  Klaus  Heiss 
Hitching  his  wagon  to  a  shuttle. 

traditional  investment  sources  such 
as  banks,  insurance  companies  and 
private  investors.  STC  needn't  fork 
over  the  entire  $1  billion  at  once;  a 
down  payment  of,  say,  $200  million 
would  be  fine.  But  there's  another 
catch:  If  the  orbiter  isn't  ordered 
within  the  next  nine  months  or  so, 
Rockwell  International,  main  con- 
tractor for  the  shuttle,  will  have  scaled 
down  its  production  enough  that  a 
new  shuttle  would  cost  Heiss  and  his 
company  even  more. — Janet  Bamford 

Is  an  artwork  forever? 

This  is  a  lousy  time  to  open  an  art 
gallery.  The  economy  has  been  par- 
ticularly tough  on  the  art  world,  with 
sales  slow  and  prices  dropping.  But 
considering  where  he  has  been  lately, 
Arnold  Katzen  figures  opening  a  gal- 
lery is  worth  a  shot. 

Katzen,  42,  runs  a  diamond-trading 
operation  in  Antwerp,  with  sales  of 
about  $15  million  a  year.  Traders  and 
speculators  have  been  hard  hit  in  the 
last  two  years  as  prices  dropped  and 
inventories  ballooned.  He  already 
spends  more  than  half  his  time  in  the 
U.S.,  and,  disillusioned  with  the  fu- 
ture of  the  Antwerp  diamond  busi- 
ness, sees  his  future  on  this  side  of  the 
Atlantic.  "Regardless  of  the  strength 
of  the  U.S.  economy,"  says  Katzen, 
"it's  still  the  strongest  in  the  world." 

So,  why  not  do  what  other  people 
can  only  fantasize  about:  plunk  down 
$500,000  to  open  your  own  gallery. 
Last  October  the  Arnold  Katzen  Gal- 
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Any  State  Of  feringTax  Incentives 
To  Attract  New  Industry 

Obviously  Believes 
Its  Normal  Tax  Structure 
Isn't  \fery  Attractive. 

Virginia  has  a  philosophy  that  existing  industry  should 
not  be  asked  to  subsidize  new  businesses  entering  the  state. 
Instead  of  enticing  new  industry  with  tax  incentives, we  offer 
a  sensible  tax  structure  that's  attractive  to  every  company 
working  here.  And  now,  because  of  recent  legislative  changes, 
the  situation  is  even  better. 

For  example,  there's  no  tax  on  income  received  from 
foreign  sources.  Multi-state  companies  selling  to  customers 
outside  the  state  are  taxed  on  a  smaller  portion  of  their  income. 
And  corporations  owning  50%  or  more  of  a  company's  vot- 
ing stock  are  not  taxed  for  dividends  received. 

For  more  information  on  the  state's  corporate  tax  structure 
and  other  aspects  of  Virginia's  business  climate,  contact  the 
Division  of  Industrial  Development,  Dept.  F9, 1000 Washing- 
ton Building,  Richmond,VA23219  Telephone:(804)786-3791. 

Virginia 


Get  the  upper  hand 


In  your  struggle  with  the  IRS, 
here's  how  our  Tax-Exempt 
Money  Fund  can  help. 
□Income  free  of  Federal 
income  taxes  * 

□  $1.00  a  share  value.f 

□  Low  minimum  investment 
just  $1,000. 

□Prompt  liquidity  by  phone. 

□  Free  checkwriting  over 
$500. 

nNo  interest  penalty  for 
V*    early  withdrawal. 

□  Switch  to  other  Price  Funds 
by  phone  without  charge. 

Outside  Md.  1-800-638-5660.  InMd.  1-800-492-1976. 
In  Baltimore  547-2308. 

For  more  complete  information,  including  management  fee  and  other  charges  and  expenses,  obtain  a 
prospectus.  Read  it  carefully  before  you  invest  or  send  money.  The  Fund's  principal  is  not  insured  and 
its  yield  will  fluctuate  as  market  conditions  change. 

•Income  may  be  subject  to  state  and  local  taxes.  tRounded  to  the  nearest  cent. 

X  Rowe  Price  Tax-Exempt  Money  Fund,  Inc. 

A  No-Load  Fund.  T.  Rowe  Price  Marketing,  Inc.  Dept  A6.  100  E.  Pratt  St..  Baltimore,  MD  21202 


Name  

Address. 
City  


.  State. 


.  Zip. 


Faces 

Behind  The  Figures 


lery  opened  just  off  New  York's  Fiftl 
Avenue.  One  of  its  first  exhibits  is  ; 
show  of  controversial  Superhuman 
ism  art  from  Britain,  consisting  o 
eye-catching  sculptures  and  painting: 
(price  tags:  up  to  $13,000)  that  depic 
sex,  violence  and  insanity  in  Madame 
Tussaud-style  realism. 

Undaunted  by  the  closely  knit  Nev» 
York  gallery  establishment,  Katzer 
reasons  that  galleries  have  hardly 
scratched  the  surface  of  demand  fo: 
art  in  the  U.S.  Already  he  has  plans 
He  has  been  advertising  in  newspa- 
pers  and  magazines  and  following  uf 
with  direct  mail  to  sell  limited  edi- 
tions of  works  by  Spanish  sculptoi 
Miguel  Berrocal,  priced  from  $385  tc 
$15,000.  He  wants  to  take  the  Super- 
humanism  collection  to  Los  Angeles, 
Houston,  Dallas  and  Miami — cities 
where  he  sees  money  to  be  spent  on 
art  by  upwardly  mobile  Americans, 
He  even  envisions  franchising  inde- 
pendent galleries  nationwide  to  oper- 
ate under  one  banner  and  to  handle  a 
common  list  of  artists. 

"America  is  by  far  the  most  inter- 
esting country  for  anyone  who  is  in 
the  art  business,"  says  Katzen.  "But 
we  have  to  develop  new  marketing 
methods." — Eamonn  Fingleton 


Gallery  owner  Arnold  Katzen 
Franchising  Super  humanism? 
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The  grouse  and  its  nest  are  almost  invisible  in  its  surroundings. 


a Field  &  Stream  reaches  more 
men  per  dollar  than  any  other 
major  men's  publication. 

Look  carefully,  or  you'll  miss  a  great  deal.  Be- 
^  t^^^m  cause  Field  &  Stream  reaches  more  big 
ft^H^^   spending  males  for  your  ad  dollar  than 
Playboy,  Penthouse,  Time,  Newsweek,  U.S. 
^J^^  News;  Sports  Illustrated  Or  Outdoor  Life, 
f  that  doesn't  make  you  stop  and  take  notice,  consider 
that  of  our  nearly  9  million  readers,  almost  half  don't 
peven  read  those  other  magazines.  That's  an  exclusive 
market  you  can  only  reach  with  Field  &  Stream.  Con- 
sider,  too,  the  lively,  thought-provoking  edi- 
torial content  which  has  been  a  hallmark  of  our 
success  for  Over  8  decades. 


Field  Stream 

Don't  overlook  the  obvious. 


"Minicomputers  are  growing  fast.  One  major  market 
is  oil  exploration  where  they  can  plot  a  3-D  map  of 
the  earth's  substructure  to  help  oil  companies  select 
drilling  sites.  But  there's  so  much  information  it  takes 
a  high-performance  32-bit  minicomputer. 
Know  an  electronics  company  that  makes  one?" 


Gould  is  concentrating  on  six  markets  it  believes  will  provide  the  greatest  growth  and  outpace 
the  rest  of  the  electronics  industry:  high-performance  32-bit  minicomputers,  factory  automation, 
test  arid  measurement,  medical  instrumentation,  defense  systems,  and  electronic  components 
and  materials.  For  more  information  about  our 
growth  strategy,  write:  Gould  Inc.,  Department  A, 
10  Gould  Center*  Roiling  Meadows,  IL  60008. 


■>  GOULD 


Electronics  &  Electrical  Products 


The  Forbes/ Wilshire  5000  Review 
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iOnly  a  reprieve.  Recent  strength  in  the  stock  market 
shows  all  the  hallmarks  of  a  typical  bear  rally.  The  biggest 
advances  were  shown  by  the  depressed  energy  stocks,  a 
group  long  overdue  for  a  technical  rebound.  Over  the  last 
kwo  weeks  the  Wilshire  index  gained  0.5%,  the  NYSE 
b.8%  and  the  Amex  1.2%.  Yet  the  market  was  highly 
selective:  The  NASDAQ  index  was  off  by  1.3%  and  the 
Dow  declined  0.2%.  So,  the  rally  was  not  really  broad- 
based.  Even  with  these  gains,  the  relatively  energy-heavy 
Amex  is  still  off  by  28%  over  the  latest  52  weeks. 

Should  the  present  rally  drive  the  Wilshire  past  its  late 
fall  1981  mark  of  1300,  a  bull  market  could  be  in  the 


offing.  But  1300  is  a  long  way  off  (see  chart).  If  the  Wilshire 
rally  falls  well  short  of  this  point,  last  month's  market 
bottom  is  likely  to  be  tested  and  could  easily  be  violated.  A 
bullish  sign  would  be  a  positive  change  in  the  pattern  of 
our  investor  yardsticks.  Over  the  last  year,  low-volatility 
and  high-yield — i.e.,  defensive — stocks  are  the  only  groups 
to  be  in  the  black.  Investors  are  putting  their  money  in  the 
safest-looking  securities.  A  bull  market  will  be  under  way 
only  when  investors  feel  comfortable  enough  to  plunge 
back  into  growth  areas  of  the  market.  No  sign  of  that  yet. 
The  late  March  rally  was  led  by  low-P/E,  high-yield,  low- 
growth  stocks — the  widow-and-orphan  type. 


Close-up  On  The  Equity  Markets 

Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

AMEX  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-3.2 

-2.3 

-2.8 

-5.9 

-4.9 

in  last  52  weeks 

-18.3 

-18.8 

-17.5 

-28.0 

-16.7 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility* 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-5.4 

0.6 

-6.5 

-3.5 

0.8 

-3.4 

-5.3 

0.6 

-4.4 

-6.1 

in  last  52  weeks 

-16.8 

4.4 

-26.9 

-7.6 

2.2 

-8.8 

-15.0 

-3.1 

-17.0 

-6.4 

K  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable. 
A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


>)ote:  All  data  lor  periods  ending  3/19/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 

A  lopsided  rally.  During  the  last  two  weeks  energy  stocks    off  by  30%  or  more,  whereas  consumer  nondurables  at 

advanced  5.2%,  but  the  oils  have  rallied  before,  only  to  fall    behind  only  6.5%.  The  only  group  that  has  made  an 
back  even  lower.  This  time,  however,  the  uptick  in  energy    progress  over  the  last  52  weeks  is  the  utility  sector,  up  5%l 
stocks  is  not  being  fueled  by  merger  fever  and  could  be  the       Except  for  the  indication  of  a  possible  bottom  in  energ 
start  of  a  real  turn.  The  pattern  that  emerges  over  the  next    stocks,  the  signs  still  point  to  a  bear  market.  Utility  an 
few  weeks  will  be  critical.                                               transportation  issues  only  broke  even  during  the  two-weq 
Today,  energy  stocks  are  32%  lower  than  they  were  a    period,  while  the  finance  sector  lost  2.4%.  All  other  sectoa 
year  ago.  Capital  goods  and  transportation  stocks  are  also    lost  a  bit  of  ground.  The  path  of  least  resistance:  still  down 

Percent  change  in  last  52  weeks                          Percent  change  in  last  two  week* 

Capital  goods 

Consumer  durables 

Consumer  nondurables  and  services! 
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+50 
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Energy 

Finance 

Raw  materials 

+50 
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+50 

+25 
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Technology 

Transportation 

Utilities 

+  50 

+50 

+50 

+25 

+25 

+25 

0 
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Note:  All  data  for  periods  ending  3/19/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Two  of  the  few  things 
you  can  count  on. 

In  an  age  when  there's  so  little  to  be  sure 
of,  Chubb  stands  out  as  a  rare  exception. 

Since  1882,  we've  earned  our  place  as  one 
of  America's  most  respected  insurance 
organizations. 

Is  this  because  of  the  special  protection 
we  know  how  to  write  into  a  policy?  Because 
of  such  innovations  as  our  progressive  forms 
of  property  valuation?  Or  because  of  our 
reputation  for  responsive  claims  service? 

It' s  all  of  these  things  and  more.  The  fact 
is,  we've  spent  years  working  with  our  inde- 
pendent agents  and  brokers  who  truly 
understand  our  customers'  personal  and  com- 
mercial insurance  needs. 

Ask  about  the  extra  measure  of  protection 
available  from  Chubb.  You'll  see  how  it  all 
adds  up. 

k: 

CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


The  Streetwalker 


With  oil  prices  faltering,  the  once  premi- 
um-priced Lone  Star  stocks,  especially 
banks,  are  suffering  guilt  by  association. 
Texans  consider  this  a  great  injustice. 

They're  selling 
Texas  short 


By  William  Baldwin 

Bank  stocks,  so  the  wisdom 
runs  on  Wall  Street,  are  a  play 
on  the  economy  of  the  commu- 
nities they  serve.  That's  why  the  Tex- 
as banks  used  to  trade  at  such  high 
multiples.  Texas  Commerce  and  First 
City  were  proxies  for  the  energy  in- 
dustry and  Sunbelt  growth  rolled  into 
one.  Lately,  however,  earnings  are  up, 
but  prices  are  down  sharply.  As  a 
group  the  Lone  Star  lenders  have 
slumped  30%  since  November — far 
more  than  other  bank  stocks. 

Consider  Allied  Bancshares,  a  nine- 
year-old  holding  company  in  Houston 
that  lends  aggressively  to  small  and 
medium-size  firms — 31%  of  them  en- 
ergy-related. This  unshaken  optimist 
is  putting  up  a  71 -story  tower  in  the 
shape  of  a  dollar  sign.  As  fast  as  the 
steel  has  gone  up  the  stock  has  gone 
down,  by  34%  since  the  end  of  No- 


vember. It  hardly  mattered  that  in  the 
meantime  Allied  reported  1981  earn- 
ings up  35%,  to  $3.02  a  share. 

Why  the  selloff  ?  It  could  be  gloating 
as  well  as  fear.  For  as  long  as  OPEC 
impoverished  the  U.S.  it  enriched  the 
Republic  of  Texas.  The  Yankees  have 
decided  it's  time  for  profit-taking. 
"How  much  does  it  cost  the  Arabs  to 
lift  a  barrel  of  oil? "  asks  Joseph  Wikler 
of  the  Rothschild  Co.  in  Baltimore.  "I 
think  there's  going  to  be  a  margin  call 
on  the  whole  state  of  Texas." 

Suppose  oil  drops  to  $26  a  barrel 
and  stays  there  for  a  while.  Does  that 
spell  disaster  for  the  Texas  economy? 
Figures  provided  by  economist  Carol 
Bennett  of  Texas  Commerce  Bank 
are  instructive.  U.S.  drilling  activity, 
as  measured  by  Texas  mining  em- 
ployment (which  would  include  a 
Texan  designing  well-service  tools  for 
a  driller  in  California),  grew  1.4%  a 
year  in  the  1950s,  fell  1.7%  in  the 


1960s  and  grew  8.6%  in  the  197(| 
Meanwhile,  Texas  bank  deposits,  2 
justed  for  inflation,  grew  at  a  2.4 
annual  rate  in  the  1950s,  continu 
to  grow  at  a  4.8%  rate  in  the  196 
and  grew  5.9%  a  year  in  the  197C 
So  much  for  linkage  to  the  ehei 
industry.  Contrary  to  northernei 
impressions,  Texas  is  not  an  expan 
of  sagebrush  dotted  with  oil  pump 
It  also  has  agriculture,  aerospace  ai 
electronics.  During  the  1960s  oil  d 
pression,  construction  and  manufa 
turing  employment  increased  at 
brisk  pace,  respectively  3.4%  ai 
4.2%  a  year. 

Bennett,  moreover,  says  drills 
will  increase  this  year,  with  an  avt 
age  U.S.  rig  count  of  4,300  vs.  3,969  f 
1981.  True,  that's  a  sharp  decline 
the  rate  of  growth— the  1980  numb 
was  2,910— but  it's  still  growth.  Tex 
oil-service  analysts  say  that  a  lot  c 
the  drilling  is  aimed  at  natural  ga 
which  is  selling  for  even  higher  price 
regardless  of  OPEC. 

Are  energy  loans  a  threat?  Energ 
companies  account  for  a  fourth  of  th 
loan  portfolio  at  a  typical  Texas  bant 
and  there's  no  question  they  are  re 
sponsible  for  the  heady  growth  in  loa: 
demand  over  the  past  two  years.  Bu 
that's  not  the  same  as  saying  th 
loans  are  going  td  be  written  off  a 
worthless.  "The  Texas  banks  hav< 
been  lending  in  the  energy  sector  for . 
long  time,"  says  Richard  Fredericks  o 
Montgomery  Securities  in  San  Frani 
cisco.  He  says  the  Johnny-come-lateb 
energy  lenders  from  the  north  wil 
wind  up  with  the  problem  loans. 

In  any  event  the  chart  at  left  shows 
that  Texas  banks  are  having  a  lot  less 
trouble  with  their  oil  rigs  than  the 
money-center  banks  are  having  with 
their  farm  machinery  makers  and  Po- 
lands.  The  numbers  also  suggest,  sayq 
Fredericks,  that  Texas  banks  are  a 
better  buy  than  most  others,  notwith- 
standing a  premium  in  the  price-to^ 
earnings  multiple.  Their  growth  rates 
are  half  again  as  great  as  that  of  U.S., 
banks  collectively. 

If  drilling  keeps  up,  of  course,  there 
is  an  attractive  assortment  of  other 
Texas  stocks  being  sold  far  too  cheap- 
ly, or  so  say  analysts  in  Texas.  Jerry1 
Falkner  of  Underwood  Neuhaus  in 
Houston  is  frustrated  because  his  pet 
stock,  Quanex,  is  down  60%  from  its 
high  a  year  ago,  for  no  good  reason,  he 
claims.  Wall  Street  has  decreed  this 
Houston  manufacturer  of  tubing 
guilty  by  association  with  the  oil- 
fields, even  though  it  makes  only  46% 
of  its  sales  there.  Its  10-year  earnings- 
per-share  growth  rate  is  23.7%.  At  a 
recent  11%  it  is  selling  at  4.3  times 
estimated  1982  earnings. 


Lone  Star  losers 


Texas  banks  run  ahead  of  the  pack  in  profit  growth,  and 
their  stocks  have  traditionally  sported  a  premium  to  match. 
The  dip  in  oil  prices  has  taken  them  down  a  peg — reflecting, 
perhaps,  a  misunderstanding  of  the  Texas  economy. 


Bank 

Assets 
(billions) 

Recent 
price 

Change  Estimated 

since  1982 
Nov.  30  EPS 

P/E 
ratio 

10-year 
EPS  growth 
rate 

Non- 
perform- 
ing assets 

Allied  Bancshrs 

$4.4 

22  % 

-34% 

$3.65 

6.2 

21.6% 

0.44% 

first  City 

14.3 

263A 

-31 

5.00 

5.4 

15.8 

0.55 

InterFirst 

17.3 

21% 

-23 

4.05 

5.4 

16.3 

0.68 

Mercantile  Texas 

6.9 

22% 

-35 

4.35 

5.3 

14.7 

0.64 

Republic  Texas 

14.4 

27Vi 

^8 

5.65 

4.9 

14.2 

0.45 

Texas  Commerce 

14.5 

34>/4 

-21 

5.35 

6.4 

18.3 

0.66 

National  average 

-13% 

4.5 

10.6% 

1.20% 

Sources  Keefe.  Bruyette  &  Woods;  Montgomery1  Securities 
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John  P.  Frazee  Jr. 

Groyp  Vice  President 

Centel  Video  Services 
James  A.  Lovell 
Group  Vice  President 
Centel  Business  Systems 


Profitable  new  channels 
for  growth  in  communications 


When  you  look  at  Centel  these  days,  you'll 
see  that  we're  moving  in  exciting  new  directions. 

In  just  three  years,  we've  acquired  more 
than  25  communications  companies  to  help  vitalize  and 
substantially  broaden  our  sales  base  in  nonregulated 
communications  businesses. 

These  important  new  channels  of  growth 
are  helping  us  do  quite  well. 

In  fact,  today  Centel  is  the  sales  growth 
leader  in  the  telecommunications  industry.  And,  we're 
number  one  in  the  sales  of  business  phone  systems. 

We're  also  rapidly  becoming  a  leading  force 
in  the  Cable  Television  business.  We've  already  devel- 
oped a  base  of  over  100,000  subscribers.  And,  we 


expect  to  add  another  400,000  subscribers  by  1985. 

The  revenues  from  our  sales  in  just  these 
two  areas  have  grown  to  over  $100  million  a  year. 
That's  more  than  10%  of  our  revenue  and  sales  from 
businesses  we  weren't  even  in  three  years  back. 

At  Centel  we've  built  a  profitable  base  for 
growth  in  the  80s.  And,  we've  got  the  expertise  to 
build  on  it. 

For  more  information  on  Centel  and  our 
new  channels  for  growth,  write  for  our  annual  report. 
Central  Telephone  &  Utilities 
Investor  Relations 
O'Hare  Plaza,  5725  East  River  Road 
Chicago,  Illinois  60631 


CENTEL 
INTRAL  TELEPHONE  &  UTILITIES 


OUR  BUSINESS  IS  COMMUNICATIONS 


The  Streetwalker 

Then  there's  Keystone  Internation- 
al, a  Houston  valvemaker  suffering  a 
case  of  oil  contamination.  It's  down 
41%  from  its  high  last  year,  even 
though  it  sends  less  than  10%  of  its 
products  to  the  oil  patch.  CRS  Group, 
a  Houston  architectural  firm  that  does 
a  lot  of  business  in  Saudi  Arabia,  was 
recently  trading  at  14,  off  43%  from 
its  high  and  5  times  earnings  for  the 
last  12  months.  Its  eamings-per-share 
growth  rate  over  the  past  decade  is 
16.7%.  No  doubt  it  will  continue  to 
get  its  share  of  contracts  in  Saudi  Ara- 
bia, since  Ghaith  Pharaon  owns  20% 
of  the  stock. 

What  we  are  seeing  may  be  a  classic 
case  of  overreaction.  Texas  banks  may 
deserve  to  trade  at  a  premium  relative 
to  competition  elsewhere,  and  it  may 
have  narrowed  too  dramatically  in  the 
current  selloff.  Oil  service  companies 
shouldn't  have  been  trading  at  14 
times  earnings  a  year  ago,  and  they 
shouldn't  be  at  6  times  today.  Changes 
in  the  world  oil  economy  don't  justify 
swings  like  that. 

As  Carol  Bennett,  the  Texas 
Commerce  economist,  notes  astute- 
ly: "The  market  in  oil  is  not  as 
irrational  as  the  market  in  stocks." 
Maybe,  just  maybe,  some  buys  in 
Texas  are  upon  us. 

Goodyear:  Cheap  oil  and 
rubber  do  mix— very  well 

Remember  when  oil  prices  were  up 
and  your  broker  was  telephoning 
every  other  day  with  a  can't-miss  en- 
ergy play?  These  days,  of  course,  the 
news  is  cheap  oil.  So  oil  plays  don't 
sell,  but  that  hasn't  quenched  the 
brokers'  merchandising  zeal.  Don't  be 
surprised  if  someone  tries  to  sell  you 
shares  in  a  tire  company. 

The  pitch  goes  like  this:  With  more 
gallons  for  the  dollar,  motorists  will 
surely  drive  more  miles — and  thus 
need  more  replacement  tires.  Then 
there's  the  supply-side  argument.  Pet- 
rochemical derivatives,  conveniently, 
comprise  85%  of  the  rubber  company 
raw  material  costs.  Get  it?  Tire  stocks 
as  a  play  on  lower  oil  prices. 

That  spiel,  with  variations,  has 
helped  Goodyear  Tire  &  Rubber  per- 
form impressively  in  the  midst  of  a 
dismal  bear  market.  Last  month,  on 
heavy  trading  volume,  its  shares  hit 
21'/2 — up  from  18%  in  February  and 
higher  than  they  have  been  since 
1977.  Takeover  possibilities?  Hardly. 
Goodyear  just  happens  to  be  a  leading 
beneficiary  of  the  cheap- oil  pitch  by 
brokers  and  analysts. 


Companies  such  as  Fire- 
stone, General  Tire,  B.F. 
Goodrich  and  Uniroyal  are 
largely  in  the  same  boat — but 
Goodyear,  which  gets  over 
80%  of  its  profits  from  tires; 
is  what  the  pros  call  a  pure 
play.  Except  for  Firestone, 
the  company's  major  com- 
petitors get  less  than  50%  of 
sales  and  an  even  smaller  per- 
centage of  profits  from  tires 
and  have  been  steadily  losing 
market  share.  That  leaves 
Goodyear  as  the  largest  do- 
mestic tiremaker  by  far. 

At  the  moment,  its  econo- 
mists predict  that  this  year's 
U.S.  market  will  total  130 
million  auto  tires.  That's  a 
3%  gain  from  1981  and  a  rare 
optimistic  forecast  in  an  in- 
dustry in  which  production 
declines  have  been  common 
since  1973.  Goodyear  plan- 
ning chief  Rod  Loughridge 
also  expects  that  the  bulge  in 
imported  car  sales  over  the 
last  few  years  will  soon  be- 
come a  bulge  in  the  demand 
for  replacement  tires. 

Analysts  are  now  estimat- 
ing Goodyear's  earnings  per  share  at  a 
respectable  $4  in  1982,  up  19%  from 
1981.  That  means  the  company's 
shares  are  now  trading  at  a  multiple  of 
6.  If  the  auto  industry  were  to  increase 
output  to,  say,  8.5  million  vehicles  for 
the  1983  model  year  (compared  with 
6.5  million  currently),  Goodyear  earn- 
ings could  reach  $5.50  or  $6.  But 
that's  an  optimistic  prediction,  of 
course.  On  the  downside,  Goodyear  is 
a  major  supplier  to  Chrysler. 

Another  plus  for  Goodyear  is  the 
fact  that  the  industry's  longtime 
overcapacity  may  be  dwindling.  In 
the  past  this  led  to  regular — and 
costly — price  wars.  But  now  tire 
plant  closings  are  common.  General 
Tire  recently  announced  it  would 
shut  facilities  in  Akron,  and  analyst 
Donald  De  Scenza  from  Donaldson, 
Lufkin  &  fenrette  estimates  total  ca- 
pacity of  15%  less  now  than  it  was 


two  years  ago.  "Supply  and  demanc 
are  in  basic  alignment,"  says  Rich- 
ard Haydon,  an  analyst  with  Gold- 
man, Sachs.  "With  lower  oil  prices, 
you  might  say  the  tire  business  is  in 
a  minigrowth  phase." 

The  qualifier  "mini"  is  important. 
Capacity  utilization  in  the  tire  indus- 
try is  now  below  85%.  Historically, 
95%  or  better  has  been  necessary  for 
companies  to  earn  decent  rates  of  re- 
turn. "We  are  on  a  cyclical  rebound," 
says  one  analyst.  "But  I  don't  think 
Valhalla  is  here." 

The  folks  in  Akron  would  probably 
agree.  Except  that  Valhalla,  like  every- 
thing else,  is  relative.  Sure,  Goodyear 
shares  still  trade  37%  below  book  val- 
ue and  roughly  30%  cheaper  than  they 
did  a  decade  ago.  But  thanks  to  falling 
oil  prices,  for  the  first  time  in  years 
Wall  Street  has  a  reason  to  buy  instead 
of  sell. — Jon  Schriber 


Beverage  management, 
risky— but  straight  7  UP 

the  company  that  nationwide  early  next  year.  Analysts 
project  an  advertising  and  promotion 
budget  of  perhaps  S35  million. 

This  could  have  major  implications 
not  only  for  PM  but  also  for  the  likes 
of  Coke  and  Pepsi.  The  Seven-Up 
sales  pitch  knocks  competing  colas 
and  aims  for  product  differentiation 
with  a  distinct,  good-for-you  message. 
Coke  and  Pepsi  may  pressure  their 


Philip  Morris, 
created  the  Marlboro  man  and 
made  Miller  Lite  a  runaway  success, 
paid  $520  million  to  buy  the  Seven- 
Up  Co.  almost  four  years  ago.  Since 
then  PM  has  lain  low,  but  now  its 
long-anticipated  soft-drink  push  is  un- 
der way.  Seven-Up  is  test  marketing  a 
99%  caffeine-free  cola,  reportedly 
named  "Like,"  that  it  could  launch 
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j:lers  to  drop  7UP.  For  now,  Wall 
et  is  skeptical.  "The  distribution 
plem  will  be  very  difficult  to 
|re,"  says  Bonnie  Cook,  an  analyst 
Lobinson-Humphrey. 
'lot  everyone,  of  course,  is  so  quick 
write  off  a  company  with  PM's 
k  record.  If  you  think  a  caffeine- 
I  cola  will  catch  on,  however,  the 
latest  play  isn't  Philip  Morris — 
en-Up  kicked  in  only  6%  of  PM's 
s — but  a  tiny  company  based  in 
umbus,  Ohio  called  Beverage  Man- 
nent  Inc.  With  annual  sales  of 
lit  $185  million,  BM  is  the  largest 
licly  held  independent  7UP 
:ler;  the  product  now  accounts  for 
d  of  sales  and  perhaps  55%  of  prof- 
"If  the  Seven-Up  campaign  works, 
erage  Management  is  in  a  beauti- 
x>sition,"  says  Emanuel  Goldman, 
malyst  with  Sanford  C.  Bernstein, 
or  the  fiscal  year  that  ended  in 


March,  BM  earned  an  estimated  $7.1 
million,  or  $  1 . 70  per  share — more  than 
a  25%  gain.  Analysts  expect  at  least 
15%  gain  next  year,  even  without  a 
successful  new  product.  "Ingredients, 
like  sugar,  cost  less,  and  the  packaging 
and  distribution  costs  are  down — 
thanks  to  Teamster  contracts  and  the 
current  cost  of  gasoline,"  explains 
Goldman.  With  these  prospects,  BM 
shares,  currently  trading  at  16J/s,  down 
from  a  high  of  25  in  1979,  aren't  cheap. 
They  now  sell  at  close  to  2  times  book 
value,  and  9  times  earnings.  Philip 
Morris  has  a  price/earnings  ratio  of  8. 
But  the  appeal  comes  from  a  signifi- 
cant upside  potential  with  little  down- 
side risk:  Next  year  Seven-Up  will 
spend  big  to  promote  its  new  product, 
and  BM  will  ride  its  coattails.  By  1986 
unit  volume  could  possibly  double,  and 
earnings  may  jump  over  30%  per  year 
through  the  decade  according  to  one 


analyst,  if  PM  is  betting  right  on  the 
caffeine-free  cola. 

Beverage  Management  Chairman 
Henry  O'Neill,  however,  can  foresee 
another  tempting  prospect.  If  the  ad 
campaign  is  so  effective  that  Pepsi 
and  Coke  pressure  bottlers  to  drop 
7UP,  BM  could  pick  up  some  sweet 
franchises  on  the  cheap.  Again,  the 
downside  risk  is  minimal:  BM  would 
probably  be  forced  to  drop  its  Pepsi 
and  Royal  Crown  franchises,  but  com- 
bined they  account  for  less  than  15% 
of  its  revenues. 

Remember  all  this  next  year,  when 
you  are  delighted  with  the  advertising 
about  caffeine-free  cola.  If  your  neigh- 
bors all  rush  off  to  the  nearest  super- 
market to  buy  Seven-Up's  new  prod- 
uct, Beverage  Management  will  bene- 
fit, relatively  at  least,  far  more  than 
Philip  Morris. — Barbara  Rudolph 


Q  •  Which  insurance  broker  analyzes 
the  effects  of  new  legislation 
before  it  has  an  effect  on  you? 

A.  Rollins  Burdick  Hunter. 


RQLLIN5  BURPICK, 
HUNJEK 

Taking  Risk  Out  Of  Risk  Management 
Worldwide 


Bioetliics: 
Our  competition  did  a  short  article 
on  a  life  and  deatht  issue. 

We  did  a  life  and  deatli  issue. 


It  is  a  question  so  complex,  it  warranted  nothing  less  than 
the  cover  of  Newsweek. 

In  an  era  when  machines  can  prolong  life  far  beyond  the 
time  ordained  by  God  or  nature,  who  decides  whether  the  life 
is  worth  prolonging? 

The  subject  was  bioethics.  The  story  was  "When  Doctors 
Play  God." 

And  the  magazine  was  Newsweek 


Statistical  Spotlight 


We  know:  1982  has  been  a  terrible  year  on 
Wall  Street.  But  not  for  everybody.  Here 
are  two  lists  of  winners. 


Bear  market 
beauties 


By  Steve  Kichen 
and  Paul  Bornstein 


F|  ace  it,  the  first  quarter  of  1982 
has  been  terrible  for  most  in- 
vestors. The  Wilshire  index  has 
slipped  13%,  and  just  about  every 
stock  has  been  battered.  The  NYSE  is 
off  12%.  The  over-the-counter  market 
is  down  14%,  and  the  Amex,  with  its 
relatively  larger  energy  exposure,  has 
tumbled  nearly  24%. 

Still,  there  is  some  light  in  the  for- 
est. The  airlines,  for  example,  are 
flying  out  in  front  of  all  S&P's  groups. 
Why?  The  cheap  energy  play:  Cut- 
backs and  belt-tightening  in  the  oil 


industry  could  be  the  salvation  of 
many  troubled  air  carriers. 

Lower  fuel  costs  are  also  a  boon  to 
electric  utilities.  With  the  appeal  of 
higher  payouts  and  more  favorable  tax 
treatment  of  dividends,  it's  not  hard 
to  see  why  a  large  number  of  power- 
company  stocks  have  hit  52-week 
highs  recently.  Retail  stocks  have  also 
shown  surprising  strength — thanks, 
in  part,  to  a  fourth  quarter  stronger 
than  analysts  expected. 

The  accompanying  tables  highlight 
the  year's  meager  good  news  on  the 
NYSE.  The  31  stocks  on  page  214  each 
hit  new  52-week  highs  and  are  still 
trading  within  10%  of  those  stellar  lev- 


els. The  17  stocks  in  the  table  belo\j| 
meanwhile,  have  each  posted  pricl 
gains  of  20%  or  more  in  1982.  Wedidril 
include  utilities,  which  would  ha\i| 
dominated  them,  and  we  have  tried  til 
exclude  securities  that  shot  up  becau^| 
of  merger  or  buyout  activity. 

Many  of  the  new  highs  appear  to  hi 
defensive  plays  in  a  recessionary  ecoril 
omy.  For  example,  one-fourth  of  thj 
issues  are  food  processors.  "The  worsl 
the  economy  gets  the  better  this  indusl 
try  looks,"  says  William  Leech,  ail 
analyst  at  Donaldson,  Lufkin  &  Jenl 
rette.  Still,  he  cautions  that  commodit  [ 
prices  may  soon  be  headingback  up  ami 
that  these  stocks  may  have  already  hai| 
their  best  performance. 

The  appeal  of  food  processing 
stocks  is  that  well-run  companies  ill 
this  industry  can  show  growth  eveil 
when  the  economy  is  slumping.  Afte[ 
all,  people  always  eat.  As  a  tradeoff! 
food  companies  rarely  show  explosive 
growth  in  a  booming  economy.  Thai 
earnings  estimates  provided  by  thel 
Icarus  Service  of  Zacks  Investment! 
Research,  show  that  many  of  the  fooc 
companies  are  expected  to  make 
modest  earnings  gains  of  between  7%| 
and  15%  in  1982. 

Major  changes  in  earnings  patterns! 
could  also  come  from  firms  that  havel 
suffered  the  most  over  the  last  severall 
quarters.  From  the  table  below,  it  ap-l 
pears  that  risk-takers  are  getting  in  at,  I 
or  near,  what  they  hope  will  be  the| 
bottom  of  some  impressive  turn- 
arounds. Of  the  17  companies  in  this  I 
table,  only  9  managed  to  make  any  prof- 1 
its  at  all  over  the  last  1 2  months.  But  of  I 


Trend  buckers  of  1982— gains 


Fighting  the  market  all  the  way,  these  17  companies  have  managed  gains  of  20%  or  more  so  far 
this  year.  Many  seem  to  have  risen  on  the  expectation  of  a  significant  earnings  turnaround. 


Company/principal  business 


%  change 
Recent  in  price 

price  1982      52-week  price  range 


 Earnings  per  share  

1980  1981        1982  (est) 


Latest  12- 
month  P/E 
ratio 


Yield 


Coleco/toys  10%  49.1%  13l/2-  6>/8  $  1.83  $  1.01  $  1.84  11 

Winnebago/rec  vehicles  5Vs  36.7  6lM-  2%  d  0.54  0.19  0.50  28 

American  Motors/auto  3%  35.0  4%-  2%  d6.10  d  2.44  d  0.82  NM 

Cadence  Inds/publishing  10  33.3  135/8-  6%  1.28  d  1.94  NA  NM 

Talley  Inds/precision  inst  4%  30.0  6Vz-  3%  d  1.65  d  1.32  NA  NM 


Mattel/recreation  14'/8  29.9  16%-  6  0.12  1.68  2.16  8  2.1% 

Vendo/vending  machines  3  26.3  3%-  1%  d  5.89  d  4.02  NA  NM 

AVX/electronics  17'/8  25.7  36%-ll>/2  1.76  d  0.60  1.20  NM  1.9 

Trans  World/airline  19'/s  25.4  28%-13%  d  0.05  1.27  3.70  15 

ConAgra/food  processing  21V2  23.7  22%-16  1.55  2.21  2.67  9  4.0 


Chrysler/automotive  45/8  23.3  7%-  3'/s  d  26.00  d  7.25  d  2.09  NM 

American  Airlines/airline  13%  23.0  21%-  9  d  4.78  d  1.29  2.04  NM 

Equifax/industnal  svs  28'/«  22.3  31%-20%  3.16  4.70  4.75  6  9.2 

Southwest  Airlines/airlme  34  22.0  48%-23'/2  3.25  3.38  4.21  10  0.9 

Mary  Kay  Cosmetics/cosm  20'/4  21.8  37%-153/4  1.05  1.65  2.10  12  1.0 


House  of  Fabrics/retail 
GenRad/electronics 


12% 
16% 


21.2 
20.2 


13'/8-  6'/8 
31  -11% 


0.46 
1.39 


0.70 
d0.23 


NA 

0.82 


10 
NM 


2.2 
0.5 


NA:  Not  available.    NM:  Not  meaningful    d:  deficit. 


Sources.  Wilshire  Associates;  Zacks  Inrestment  Research  's  /cams  Service;  FORBES 
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Risk's  reward. 


1977  InterNorth  made  the 
jdsion  to  aggressively 
ipand  its  exploration  and 
pduction  operations 
profit. 

th  this  strategic  commit- 
3nt,  1.8  million  acres  of 
isehold  and  over  200  billion 
bic  feet  of  natural  gas  re- 
rves  are  now  on  the  Inter- 
)rth  record. 

id  exploration  and  produc- 
n  has  become  one  of 


InterNorth's  fastest-growing 
businesses,  with  1981 
operating  income  more  than 
double  the  amount  in  1980. 

In  1982  the  capital  budget 
for  this  promising  line  of 
business  will  be  increased  by 
29%  to  a  total  of  $200  million. 
This  includes  $60  million  from 
outside  investors  who  like 
our  track  record. 

InterNorth,  a  natural  gas 
pipeline  pioneer,  today  is  an 
international  complex  of 


natural  resource  companies 
in  natural  gas,  natural  gas 
liquids,  petrochemicals,  and 
exploration  and  production. 
Natural  gas  provides  a  solid 
foundation  of  income  for 
our  shareholders  while  our 
other  businesses  offer 
opportunity  for  capital  growth. 

For  further  information  on 
InterNorth,  call  Roy  A. 
Meierhenry,  Vice  President 
and  Treasurer,  402-633-4937. 


Northern  Natural  Gas  Company  ■  Peoples  Natural  Gas  Company  ■  Northern  Plains  Natural 
Gas  Company  ■  Northern  Natural  Resources  Company  ■  Northern  Liquid  Fuels  Company  ■ 
Northern  Petrochemical  Company  ■  Nortex  Gas  &  Oil  Company  ■  InterNorth  International 


INTERNORTH 

International  Headquarters.  Omaha,  Nebraska  68102 


 • 

Winners 

These  ten  industry  groups  are  the 

best  performers  so  tar  this 

year. 

Industry  % 

change 

Airlines 

14.2% 

Retail 

9.2 

Electric  utilities 

8.0 

/\uiurnun  vc 

A  7 

Breweries 

4.3 

Electronics 

4.0 

Investments  (bond  funds) 

4.0 

Multiline  insurance 

3.7 

Auto  parts  (replacement) 

2.5 

NYC  banks 

2.0 

Source:  Standard  &  Poor's. 

the  13  firms  for  which  Icarus  estimates 
are  available  for  1982,  85%  are  expect- 
ed to  be  in  the  black  with  an  overall 
increase  in  earnings  of  85% . 

Even  with  their  recent  gains,  many 
of  these  issues  are  still  priced  below 
their  52-week  highs  and  well  below 
their  historic  peaks.  For  example, 
AVX  is  down  62%  from  its  1980  high 
of  45.  Remember,  though,  that  ana- 
lysts are  generally  less  optimistic  now 


Statistical  Spotlight 

than  they  were  one  or  two  quarters 
ago,  even  for  these  potential  rebound 
candidates.  For  instance,  the  mean 
earnings  estimate  for  Southwest  Air- 
lines has  decreased  almost  11%  from 
the  $4.72  expected  26  weeks  ago. 

Not  all  the  big  gainers  are  rebound 
plays,  however.  The  top  performer  on 
our  list  is  Coleco,  which  jumped  49%, 
thanks  to  the  highly  competitive  vid- 
eo-game craze.  The  firm  recently  in- 
troduced a  home  version  of  the  ex- 
tremely popular  Pac-Man  game  and 
claims  to  have  1  million  units  on  or- 
der at  $40  a  shot.  This  translates  into 
a  $40  million  revenue  figure.  "It's  a 
speculative  stock  due  to  the  environ- 
ment it's  in,"  says  Richard  Simon,  an 
analyst  at  Goldman,  Sachs. 

Sadly,  however,  Coleco  is  an  excep- 
tion. Most  people  who  have  bought 
equities  since  January  are  probably 
sitting  with  acquisitions  that  are  well 
under  water,  and  for  them  the  stocks 
in  these  tables  are  only  a  reminder  of 
what  might  have  been.  On  the  other 


• 

Losers 

These  ten  industry  groups  are  the 

urnrtf  nttfrfirmprc  cn  lor 

wurai  pcriuniicrs  au  iai 

nils  year. 

Industry 

%  change 

Offshore  drilling 

 \ 

^9.0% 

Crude  oil  producing 

^31.9 

Miscellaneous  metals 

-31.5 

(  nnni'r 
r  P 

— uu.O 

S&Ls  (holding) 

-29.7 

Integrated  domestic  oils 

-29.6 

Gold  mining 

-29.4 

Canadian  oil  and  gas  explor 

-27.7 

Bituminous  coal 

-27.0 

Oilfield  equipment  &  svs 

-26.9 

Source.-  Standard  &  Poor's. 

Hi 


hand,  these  companies  did  go  uj 
when  the  rest  of  the  market  col 
lapsed — and  that  is  evidence  of  som« 
solid  buying  support.  One  old  adag« 
has  it  that  after  a  bear  market  end 
some  of  the  best  performers  are  ofter 
stocks  that  managed  to  buck  the  earli 
er  downtrend.  With  that  in  mind 
these  1982  stars  may  shine  ever 
brighter  if  the  bulls  come  back  tc 
town.  ■ 


Trend  buckers  of  1982— highs 


Even  though  the  list  of  new  lows  often  seemed  endless,  these  31  companies  managed  to  hit 
52-week  highs  in  1982.  Note  that  all  of  these  firms  are  profitable  and  paying  dividends. 


Recent 


-Earnings  per  share- 


Latest 
12-month 


Company/principal  business 

price 

52-week  price  range 

1980 

1981 

1982  est 

P/E  ratio 

Yield 

Aetna  Life  &  Cab/insurance 

44 

47%^2% 

$  6.30 

$  6.11 

$  6.92 

7 

5.7% 

Alexander  &  Alexander/insurance 

285/s 

30%-25% 

2.98 

2.98 

NA 

10 

6.8 

Amer  Bldg  Maint/industrial  svs 

20 

22%-15% 

2.46 

2.81 

3.25 

7 

5.0 

Amer  Stores/grocery  stores 

34 

34*4-21% 

4.11 

5.42 

5.45 

6 

2.9 

Ames  Dept  Stores/retail 

21 

24'/8-16'/8 

2.11 

2.32 

NA 

8 

1.9 

Anderson,  Clayton/food  processing 

275/8 

30%-20% 

4.00 

4.09 

5.12 

5 

4.8 

Anheuser-Busch/brewery 

44  Vi 

46%^33% 

3.80 

4.79 

5.41 

9 

2.9 

Borden/food  processing 

31Vi 

32'/2-26% 

4.77 

5.45 

5.86 

6 

6.6 

Chase  Manhattan/banking 

54% 

60%^*3% 

10.15 

11.56 

13.27 

5 

6.2 

Colgate-Palmolive/household  prods 

17 

19'/2-13% 

2.10 

2.55 

2.76 

7 

7.1 

CPC  Intl/food  processing 

35Vi 

38%-27% 

4.14 

4.57 

5.28 

8 

5.5 

Denny's/restaurants 

30% 

32%-22'/8 

1.95 

3.04 

3.52 

9 

3.1 

RR  Donnelley  &  Sons/publishing 

43  Vi 

45  -34% 

3.70 

4.20 

4.77 

10 

3.3 

Equifax/industrial  svs 

28Vs 

31 5/8-20% 

3.16 

4.70 

4.75 

6 

9.2 

Goodyear/tire  &  rubber 

20% 

21>/2-15% 

2.85 

3.36 

3.66 

6 

6.8 

Hazeltine/electronics 

27 

30%-18% 

2.37 

0.91 

NA 

30 

3.0 

House  of  Fabrics/retail 

12% 

13'/8-  6Vs 

0.46 

0.70 

NA 

15 

2.2 

Industrial  Natl/banking 

27 

28%  -20% 

4.57 

5.30 

6.31 

5 

7.4 

Infl  Multifoods/food  processing 

22% 

24  -17% 

2.31 

3.49 

4.37 

6 

6.5 

Jonathan  Logan/apparel 

12% 

13'/8-  75/8 

1.28 

0.97 

3.27 

13 

4.8 

Kellogg/food  processing 

23 

25'/8-17% 

2.41 

2.69 

2.99 

9 

6.5 

Kroger/grocery  stores 

28% 

28%-19% 

3.41 

4.39 

4.68 

7 

6.0 

Lane  Bryant/retail 

177s 

19%-14% 

2.25 

2.44 

3.22 

6 

6.2 

Marine  Midland/banking 

22% 

25%-17 

3.89 

4.24 

5.05 

5 

5.5 

Nabisco  Brands/food  processing 

31'/s 

35  -25% 

3.73 

4.21 

4.86 

7 

6.6 

Norton  Simon/multicompany 

20 

22l/8-14'/8 

2.57 

2.26 

2.92 

8 

5.4 

Oakite  Products/chemicals 

22% 

24V2-18% 

2.45 

2.83 

NA 

8 

6.7 

Procter  &  Gamble/household  products 

79% 

85% -67% 

7.74 

8.08 

9.28 

9 

5.3 

Quaker  Oats/food  processing 

38 

39%-^  1% 

4.55 

5.01 

5.70 

7 

4.7 

JM  Smucker/food  processing 

35% 

37'/2-24% 

3.35 

4.08 

NA 

7 

3.4 

Wal-Mart  Stores/retail 

39% 

44%-32% 

1.73 

2.50 

3.19 

16 

0.6 

NA:  Not  available 


Sources  Wilsbire  Associates:  Zacks  Investment  Research's  Icarus  Service:  FORBES 
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ingland,nowonly$3.00 


Ve  just  reduced  the  price  of 

business  with  England, 
lew  low  rate  is  $3.00  for  a 
nute  call  when  you  dial  the 
ourself,  Monday  to  Saturday, 
.  to  5  p.m .  And  it's  only  $2 .40 
her  times.  A  nice  price  to 
or  the  fastest  way  to  close  a 
today. 

f  you  don't  have  International 
ng  in  your  area,  you  still  get 
rame  low  rate  as  long  as  it's  a 
le  Station  phone  call. 
,on-to-person,  credit  card 
:ollect  calls,  for  example,  cost 
^because  they  require  special 
ator  assistance.)  Just  tell  the 
Operator  the  country,  city, 
elephone  number  you  want, 
lere's  how  to  dial  London: 

nal  country  city 
Sde     code  code 

+  44+  1  +  LOCAL  NUMBER 
If  you  are  calling  from  a 
;h-Tone*  telephone,  press  the 
button  after  dialing  the  entire 
ber.  This  will  speed  your 
along.) 

Only  $3.00  to  close  a  deal  on 
pot.  What  a  nice  surprise! 
lis  they  say  in  England, "That 

S  the  biSCUit!  "'Trademark of  AT&TCo. 

tint  to  know  more?  Then  call  our 
ational  Information  Service,  toll  free: 

1-800-874-4000 

!  In  Florida,  call  1-800-342-0400 


(2)  Bell  System 


INITIAL3-MINUTE  DIAL  RATES 


FROM  THE  U  S 
MAINLAN0TO: 


Austria        $4.05  -  A 

Belgium  4.05  $3.15  B 

Denmark  4.05  3.15  B 

Finland  4.05  3.15  B 

France  4.05  -  A 

Germany  4.05  3.15  C 

Greece  4.05  —  A 

Ireland  3.00  2.40  B 

Italy  4.05  3.15  B 

Luxembourg  4.05  3.15  B 

Monaco  4.05  -  A 

Netherlands  4.05  3.15  B 

Norway  4.05  3.15  B 

Portugal  4.05  3.15  B 

San  Marino  4.05  3.15  B 

Spain  4.05  3.15  B 

Sweden  4.05  3.15  B 

Switzerland  4.05  -  A 
United 

Kingdom  3.00  2.40  B 

Vatican  City  4.05  3.15  B 

A)  No  lower  rate  period 

B)  Nights5pm-5am&Sunday 

C)  Nights  5pm-5am  only 

Thechargeforeach  additional 
minuteisl/3theinitial  3-min. 
dial  rate.  Federal  excise  tax  of 
2%  isadded  on  all  calls  billed 
in  the  United  States. 


Wegiveyou 
the  benefit  of 
our  thinking. 
And  re-thinking. 


Kiddetjftabody 

thinks  twice. 


Copyright  1982  Kidder  Peabody  &  Co  mcorpojl 


You're  about  to  make  a  major 
investment  in  an  auto  stock.  But 
you're  unsure  ot  market  timing 
right  now,  and  you  want  to  hedge 
your  position  by  using  options 
So,  naturally,  you  want  the  best 
thinking  you  can  get  on  the  subject 

That's  when  it  pays  to  be  a 
Kidder,  Peabody  customer 
Because  at  Kidder,  Peabody,  when 
the  decisions  are  big,  our  policy 
is  to  give  you  two  kinds  of  input 

First,  from  a  skilled  investment 
professional,  your  Kidder,  Peabody 
stockbroker  Like  Dick  Bordeau,  a 


9-year  veteran  in  Kidder,  Peabody  s 
Boston  office. 

Second,  from  a  highly  trained  ' 
specialist,  in  this  case  an  options 
strategist,  like  John  Michnowicz 
The  fact  that  Bordeau  is  in  Boston 
and  Michnowicz  is  in  New  York  is 
no  problem.  Kidder,  Peabody  is 
organized  to  provide  our  brokers 
with  direct,  immediate  contact  with 
John  Michnowicz,  or  any  of  our 
other  product  specialists 

Of  course,  this  kind  of  service 
takes  careful  planning.  That's 
why,  since  our  very  beginning  in 


1865,  we've  structured  our  firm  tc 
be  able  to  give  our  people  the 
time— and  the  environment— to 
think  for  themselves  and  to  share 
that  thinking  with  you. 

Thinking  and  re-thinking 
At  Kidder.  Peabody.  it's 
second  nature. 


HfttB  Kidder,  Peabody 

■  &Co.  ■„  CORPO  RATED 
OH  Hi 


-d  Amman  Stock  fir*M} 


Capital  Markets 


MONEY  &  INVESTMENTS 


People  are  rushing  to  buy  bonds  that  pay 
no  cash  interest.  They  have  their  uses,  but 
you  should  know  what  you  are  doing! 

A  $1,000  BOND 
FOR  $170 


By  Ben  Weberman 


It  was  only  logical,  we  suppose. 
Nicaragua  doesn't  pay  cash  interest 
on  its  debt;  it  just  adds  the  interest 
to  the  principal  and  owes  you  that 
much  more  every  year.  It's  called 
"rescheduling." 

Why  shouldn't  businesses  play 
that  game?  We  now  have  zero  cou- 
pon corporate  and  municipal  bonds. 
They  don't  pay  interest.  The  issuer 
simply  owes  you  more  every  year. 
That  way,  you  feel  quite  secure,  and 
he  doesn't  have  to  pay  you  anything 
until  the  far-distant  future,  when  he 
thinks  the  money  will  be  worth  a 
lot  less  anyhow. 

Investors  seem  to  love  the  zeros; 
$2.7  billion  worth  have  been  sold. 
Even  the  Internal  Revenue  Service 
has  no  objections,  since  you  pay 
taxes  on  the  same  basis  you  would 
have  if  the  accrued  interest  were 
actually  paid.  You  get  no  cash,  but 
you  must  pay  cash  to  the  IRS. 

For  investors  these  bonds  do  have 
their  uses.  Steve  Forbes  pointed  out 
(Feb.  1)  that  they  make  ideal  invest- 
ments for  IRAs,  where  you  couldn't 
touch  the  cash  for  a  long  time  any- 
how. Furthermore,  a  zero  bond  isn't 
likely  to  be  called  away  from  you  if 
interest  rates  drop,  so  you  are  effec- 
tively locking  in  the  high  interest 
rates.  They  are  useful  in  the  same 
way  for  pension  funds.  Foreigners 
like  them  because  they  avoid  hav- 


Ben  Webermati  is  economics  editor  of 
Forbes  magazine 


ing  to  pay  a  30%  withholding  tax. 

But  watch  out.  Issuers  seem  to  be 
taking  advantage  of  the  zero's  popu- 
larity in  ways  that  are  harmful  and 
expensive  to  investors. 

To  begin  with,  zero  bonds  gener- 
ally yield  less  than  interest-paying 
bonds.  An  example:  Credithrift  Fi- 
nancial recently  sold  regular  notes 
that  run  ten  years  and  yield  15.5%; 
it  sold  similar  zero  bonds  yielding 
only  14.34%.  That  is  a  pretty  stiff 
premium  to  pay  for  the  supposed 
conveniences  of  the  zeros,  but  it's 
standard. 

The  worst  case  I  have  seen — there 
should  be  a  law  against  it — involved 
Massachusetts  Bay  Transportation 
Authority.  It  came  to  market  for 
about  $68  million  in  mid-March 
through  a  group  of  investment 
bankers  headed  by  First  National 
Bank  of  Boston.  Most  of  the  issue 
was  conventional  tax-exempt  bonds 
paying  as  'much  as  13.25%  tax-free 
on  current  coupon  bonds.  But  the 
snapper  in  this  offering  was  a  $10 
million  set  of  bonds  carrying  a  zero 
coupon.  The  bonds  were  priced  at 
only  17  and  come  due  in  2003,  2004 
and  2005.  The  MBTA  will  pay  back 
$  1 00  for  each  $  1 7  raised  today  in  2 1 , 
22  and  23  years.  Sound  good;  Well, 
it  isn't.  It's  terrible. 

These  MBTA  zero  coupon  bonds 
sold  a  lot  faster  than  the  current 
coupon  bonds.  Apparently,  a  large 
number  of  individuals  found  it  at- 
tractive to  pay  17  for  a  security  that 
they  intended  to  put  away  for  their 
children  or  grandchildren.  You 
know,  $1,700  buys  a  $10,000  gift. 

The  fact  is  that  the  interest  return 
computed  on  these  zero  coupon  se- 
curities is  only  8.5%  for  the  bonds 
due  in  2003  and  7.8%  for  those  that 
come  due  in  2005.  Why  would  a 
rational  investor  forego  13.25%  tax- 
free  for  7.8%  to  8.5%?  Maybe  the 
better  question   is:   Why  is  the 


MBTA  taking  advantage  of  people's 
gullibility? 

These  zero  coupon  bonds  do  not 
even  carry  the  usual  immunity  to 
early  redemption.  They  can  be 
called  at  any  time  after  1997.  The 
price  paid  for  early  redemption  will 
not  be  close  to  100,  as  you  might 
assume.  The  call  protection,  thus,  is 
absolutely  no  better  than  in  the  case 
of  current  coupon  bonds.  The  early 
redemption  prices  are  only  about 
five  points  over  the  discounted  val- 
ue of  the  bonds. 

It  is  my  understanding  that 
Tampa  Bay  Water  District  is  plan- 
ning an  entire  issue  of  zero  coupon 
bonds.  So  be  forewarned.  Don't 
trust  those  zeros  without  knowing 
what  the  real  interest  rate  is;  then 
compare  it  with  the  yield  on  similar 
conventional  bonds.  You  should 
never  give  up  more  than  1% — 100 
basis  points. 

For  those  who  are  thinking  of 
zero  coupon  securities  for  a  Keogh 
plan  or  an  individual  retirement  ac- 
count, BankAmerica  Corp.  is  plan- 
ning to  offer  zero  coupon  notes  ma- 
turing in  1987,  1990  and  1992.  To 
make  matters  simple,  the  BofA  se- 
curities, designated  "money  multi- 
plier notes,"  will  double,  triple  or 
quadruple  in  principal  amount  de- 
pending on  maturity.  The  notes  due 
in  1987  will  cost  $500  for  each 
$1,000  principal  amount.  Those  due 
in  1990  cost  $333.33  and  those  ma- 
turing in  1992  cost  $250. 

The  BofA  notes  will  carry  interest 
rates  in  the  13%  to  13.4%  range. 
The  month  of  maturity  will  be  de- 
termined by  market  conditions  and, 
in  effect,  will  set  the  rate.  These  are 
good  securities,  but  bear  in  mind 
that  you  will  be  paying  a  fairly  stiff 
premium  for  the  zero  feature;  13% 
is  on  the  low  side  for  corporate — 
even  Treasury — debt  securities 
these  days. 

There's  another  drawback,  a  ma- 
jor one  if  you  are  considering  these 
zeros  for  anything  but  Keogh  or  IRA 
use.  It  is  this:  The  zeros  are  of  ques- 
tionable liquidity.  It's  not  that  you 
can't  sell  them  before  maturity,  but 
you  might  have  to  take  quite  a  hair- 
cut to  sell  them  in  the  aitermarket. 
Remember,  too,  that  the  values  will 
fluctuate  with  interest  rates.  If  in- 
terest rates  go  up,  the  bonds  are 
worth  less;  if  rates  go  down,  the 
bonds  are  worth  more. 

In  short,  don't  jump  in  blind  S 
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Stock  Comment 


MONEY*  INVESTMENTS 


OPEC  is  weakening — but  should  that 
make  "energy"  a  dirty  word? 

ENERGY 


By  Heinz  H.  Biel 


1§1  1 

There  is  no  need  to  rehash  the  rea- 
sons why  we  now  have  a  glut  of  oil. 
Prices  are  crumbling  at  all  levels  of 
the  industry,  from  the  wellhead  to 
the  gas  pump,  and  OPEC  is  feeling 
the  strain.  In  a  way  this  should  be  a 
cause  for  celebration  all  over  the 
world,  but  it  is  obvious  that  inves- 
tors feel  otherwise. 

Energy  has  become  a  dirty  word. 
Any  company  tainted  by  it  has  seen 
the  price  of  its  shares  collapse,  far, 
far  worse  than  the  stock  market  in 
general.  I  believe  that  the  correction 
of  the  1980-81  bull  market  in  ener- 
gy-related stocks  has  gone  too  far. 
Of  course,  if  the  glut  and  the  accom- 
panying price  weakness  should  con- 
tinue or  even  worsen,  if  that's  the 
appropriate  word,  there  will  be  ad- 
justments. Inventory  profits  may 
become  inventory  losses;  potential 
oil  reserves,  which  looked  so  prom- 
ising when  crude  oil  was  selling 
above  $35,  will  be  considered  mar- 
ginal. Should  the  price  slip  to  $25  or 
even  lower,  synfuel  projects  will  be 
put  on  the  back  burner  or  shelved 
altogether,  and  so  on. 

Oil  stock  analysts,  naturally,  are 
making  downward  revisions  of  their 
1982  earnings  estimates.  However,  I 
have  not  seen  a  single  estimate  for 
any  of  the  major  oils  that  would 
place  present  dividend  rates  even 
remotely  in  jeopardy.  At  current 


Heinz  H  Biel  is  a  rice  president  of  the  NYSE 
firm  of-Janney  Montgomery  Scott 


prices  these  oils,  both  international 
and  largely  domestic,  are  selling  at 
an  average  of  barely  5  times  this 
year's  probable  earnings,  and  divi- 
dend yields  range  up  to  10%.  I  sim- 
ply can't  imagine  Exxon  cutting  its 
$3  dividend  rate. 

Mobil,  which  has  been  groaning 
and  moaning  because  it  couldn't  get 
Conoco  and  Marathon,  for  which  it 
was  willing  to  pay  a  comparatively 
very  rich  price,  now  seems  intent  on 
buying  a  huge  hunk  of  its  own  stock 
at  what  would  seem  to  be  a  real 
bargain  price. 

The  oil  service  stocks  have  been 
clobbered  as  badly  as  the  oils  them- 
selves. Scblumberger,  the  most  hal- 
lowed company  in  this  field  and  al- 
ways commanding  an  extraordinar- 
ily high  earnings  multiple,  has 
come  down  from  87  to  40,  where  it 
sells  at  barely  8  times  estimated 
1982  earnings  of  at  least  $5  a  share 
(up  from  $4.37  last  year).  The  same 
goes  for  Halliburton  (down  from  86 
to  a  recent  32),  whose  1982  net  also 
should  top  last  year's  $5.72  by  a 
sizable  margin. 

Combustion  Engineering  is  another 
energy-tainted  stock,  because  about 
one-half  of  its  business  consists  of  a 
variety  of  equipment  for  the  oil  and 
natural  gas  industry.  That  stock  is 
down  from  55  to  24,  although  here 
too  new  record  earnings  are  in  sight 
this  year. 

Guilt  by  association  even 
knocked  down  the  price  of  NICOR 
(formerly  known  as  Northern  Illi- 
nois Gas)  by  40%,  although  basical- 
ly this  is  a  natural  gas  distributing 
company,  a  utility,  whose  vulner- 
ability to  the  problems  of  OPEC  and 
oil  would  seem  rather  farfetched. 
NICOR  recently  raised  its  dividend 
rate  to  $3,  about  one-half  of  the 
company's  probable  earnings  for 
this  year  of  $6  a  share.  I  find  this 
stock   relatively   more  attractive 


than  most  electric  utilities. 

Although  all  energy-related 
stocks  continue  to  "enjoy"  a  high 
degree  of  Wall  Street's  fears  and  un- 
popularity, such  negativism  is  prob- 
ably exaggerated.  Of  course,  we 
don't  know  what  will  happen  to 
OPEC  and  to  the  price  of  oil,  but  are 
these  uncertainties  not  adequately 
reflected  in  present  market  prices? 
The  oil  industry  has  shown  great 
talent  in  the  past  to  adjust  to  chang- 
ing conditions.  I  don't  think  this 
talent  has  been  lost. 

This  is  the  time  of  the  year  when 
the  annual  reports  pour  in.  One 
can't  read  them  all.  If  you  did,  you'd 
become  a  complete  cynic.  So  many 
glossy  pictures,  so  much  self-glorifi- 
cation,  such  a  vast  amount  of  tech- 
nical and  statistical  information — 
all  seemingly  designed  to  over- 
whelm rather  than  enlighten.  How- 
ever, there  are  notable  exceptions. 
The  Fort  Howard  Paper  Co.  annual 
report  is  one.  It's  brief  and  concise 
and  tells  you  all  you  want  to  know. 

Fort  Howard  Paper  is  a  small 
company  by  today's  standards  with 
sales  of  less  than  half  a  billion  dol- 
lars, but  it  is  a  remarkable  company 
in  many  respects:  . 

1)  It  is  a  paper  company  (towels, 
napkins,  tissues,  etc.,  largely  for  in- 
stitutional users),  which  owns  no 
timberland,  but  uses  recycled  waste 
paper  and  purchased  pulp. 

2)  Although  capital  expenditures 
have  totaled  more  than  $350  million 
in  the  past  five  years,  long-term  debt 
is  less  than  $50  million,  and  the 
number  of  common  shares  is  about 
the  same  as  it  was  a  decade  ago. 

3)  The  balance  sheet  is  a  joy  to 
behold  with  cash  and  short-term  in- 
vestments of  $117  million,  well  in 
excess  of  total  current  liabilities. 

4)  Sales,  earnings  and  dividends 
have  increased  year  after  year  and 
are  likely  to  continue  to  grow  in  the 
future. 

Although  down  from  its  alltime 
high  of  43,  reached  as  recently  as 
last  December,  Fort  Howard  Paper 
is  not  "cheap"  in  today's  market, 
selling  at  nearly  10  times  this  year's 
estimated  earnings  of  at  least  $3.50 
a  share.  The  recently  increased  divi- 
dend rate  of  $  1 .08  provides^  modest 
yield  of  only  3.2%.  However,  as 
long  as  the  company  earns  better 
than  20%  on  its  equity,  isn't  it  bet- 
ter to  retain  most  of  its  earnings 
rather  than  pay  fatter  dividends'  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


High  fashion  may  make  you  number  one 
on  the  best-dressed  list  but  can  be  detri- 
mental to  your  financial  ranking. 

THERE'S  MONEY 
IN  POLYESTER 


By  David  Dreman 





'  What  is  the  record  of  the  most  glam- 
orous companies  on  the  Big  Board? 

i  Kidder  Peabody's  Top  50  provides  a 
good  answer  to  this  question.  Each 
month  the  brokerage  house  pub- 
lishes a  list  of  the  50  stocks  with  the 
highest  P/Es  on  the  NYSE.  Investors 
pay  up  for  these  companies  because 
they  believe  they  have  brilliant 
prospects.  They  cost  more  because 
they  are  worth  more. 

But  have  the  Top  50  performed 
better  than  ordinary  stocks:  Unfor- 
tunately, no.  Kidder  recently  pre- 
sented a  record  of  the  Top  50  going 
back  to  its  origination  in  January 
1972.  Purchasing  the  median  stock 
in  the  Top  50  at  the  beginning  of 
1972  and  switching  to  the  median 
one  month  later  (or  a  total  of  over 
100  changes  through  the  period),  an 
investor  would  have  had  a  3.3%  gain 
at  the  end  of  1 98 1 .  That's  about  0.3% 

j  a  year.  This  doesn't  count  trading 
costs,  which  probably  would  have 
left  you  in  the  red  with  the  Nifty  50. 

By  comparison,  had  the  investor 
simply  stayed  in  the  S&P's  500,  he 
or  she  would  have  been  up  3.5% 
before  dividends.  If  dividends  were 
included,  the  S&P's,  because  of  its 
substantially  higher  yield,  would 
have  outpaced  the  Nifty  50  by  more 
than  30% — and  with  no  transaction 


David  Dreman  is  managing  director  of 
Dreman,  Gray  &  King,  Investment  Counsel. 
Netv  York,  arid  author  of  Contrarian  Invest- 
ment Strategy. 


costs  to  boot.  In  my  Mar.  15  col- 
umn, I  sought  to  show  that  buying 
what  are  perceived  as  the  best-man- 
aged companies  doesn't  produce 
anything  like  superior  results  in  the 
stock-market.  Neither  does  buying 
the  Nifty  50.  My  thesis  is  that  high 
price/earnings  ratios  tell  us  more 
about  fashion  than  they  do  about 
how  stocks  are  going  to  perform. 

The  Kidder  study  underscores  the 
importance  of  fashion  to  this  list.  At 
the  height  of  the  initial  energy 
crunch  in  1973,  for  example,  no 
fewer  than  1 1  energy-related  issues 
made  the  Top  50.  By  December 
1975,  with  the  energy  crisis  relegat- 
ed to  the  back  burner,  the  number 
had  dropped  to  2.  With  the  more 
severe  OPEC  mugging  in  early  1980, 
the  number  of  energy  issues  climbed 
to  17  by  that  year's  end.  With  the 
current  oversupply,  only  1  energy 
issue  remained  by  December  1981. 
Once  again  the  buying  and  P/Es 
peaked,  just  before  the  style  ran  out. 

If  high  fashion  doesn't  pay,  what 
about  stocks  the  market  perceives 
to  be  its  polyesters  and  double 
knits?  To  check  on  how  the  most 
unfashionable  stocks  on  the  NYSE 
had  done,  the  bottom  50  P/Es  were 
selected  in  January  1973  (the  point 
at  which  both  the  DJI  and  the  S&P's 
peaked),  and  their  results  monitored 
for  the  next  eight  years. 

I  had  expected  reasonable  returns 
from  this  group,  but  the  results 
floored  me.  Whereas  only  5  of  the 
original  Nifty  50  had  moved  up 
100%  or  more,  no  fewer  than  15  of 
the  Frayed  50  did  so.  Some  of  the 
wins  were  big.  Among  the  Frayed 
50s:  Dreyfus  Corp.,  600%;  the  bro- 
kerage stocks  (E.F.  Hutton,  554%; 
Bache,  255%;  Dean  Witter,  205%), 
North  West  Industries,  363%;  Mo 
Pac  A,  332%;  and,  oh  yes,  NVF, 
900%.  Moreover,  the  average  ap- 
preciation of  the  group  before  divi- 


dends was  a  remarkable  109%, 
some  33  times,  or  3,300%  higher 
than  the  Kidder  Top  50.  Since 
most  of  the  Frayed  50  were  high- 
dividend  payers,  including  divi- 
dend income  increased  the  dispar- 
ity even  more.  There  are  profits  it 
seems  in  the  market's  double  knits 
and  polyesters. 

It  appears  that  the  Frayed  50s 
were,  in  fact,  a  good  deal  less  woebe- 
gone than  you  would  have  judged 
from  their  low  stock  prices.  Many  of 
the  group  traded  below  book  value, 
were  solid  financially  and  provided 
good  yields,  precisely  the  funda- 
mentals bargain-conscious  corpo- 
rate treasurers  search  out  when  con- 
sidering acquiring  a  company.  To 
date,  12%  of  the  group  has  been 
taken  over,  with  offers  outstanding 
for  several  others. 

The  study  again  shows  that  the 
real  money  in  markets  is  made  not 
by  buying  glamour,  but  rather  good 
companies  with  solid  fundamentals 
when  they  are  cheap,  and  then  hav- 
ing the  patience  to  wait. 

Does  anything  look  good  here? 
Just  as  some  brokerage  stocks  made 
the  Frayed  50  in  1973,  so  the  former 
high-flying  oil-service  companies 
are  approaching  it  today,  as  visions 
of  oil  abundant  as  water  dance 
through  frightened  investors'  heads. 
Three  interesting  situations: 

Dresser  Industries  (23),  which  pro- 
vides drilling  systems,  oilfield  and 
mining  products,  has  had  a  21% 
growth  rate  over  the  past  five  years. 
The  stock  is  down  from  58  at  year- 
end  1980  to  as  low  as  20  recently. 
The  stock  trades  at  6  times  latest 
12-month  earnings. 

Parker  Drilling  is  a  major  onshore 
contract  driller  domestically  and 
abroad.  Earnings  over  the  past  five 
years  have  increased  at  a  better- 
than-25%  annual  rate.  Down  from  a 
high  of  33  the  stock  is  currently  at 
13,  with  a  P/E  of  5. 

Western  Co  (12)  provides  oilfield 
services  and  international  contract 
drilling.  Western  has  declined  from 
32  in  mid- 1981  to  as  low  as  10 'A. 
The  stock  trades  at  a  P/E  of  5. 

Buying  low-P/E  stocks  won't  al- 
ways be  profitable — 25%  of  the 
Frayed  50  declined,  and  some  of  the 
drops  were  fairly  sharp — so  diversi- 
fication is  important.  Still,  far  more 
companies  that  looked  like  polyes- 
ter at  the  time  now  appear  to  have 
been  woven  with  golden  thread.  ■ 
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Stock  Trends 


M(  >NKY&  INVESTMENTS 


With  hundreds  of  stocks  on  the  new-low 
list,  its  a  bottom-fishers  paradise. 

EVEN  THE  RICH 
FEEL  POOR 


By  Ann  C.  Brown 


I  must  not  know  the  same  rich  peo- 
ple Speaker  of  the  House  Tip 
O'Neill  knows,  because  instead  of 
feeling  more  affluent  as  a  result  of 
the  current  Administration's  eco- 
nomic program,  the  well-to-do  I 
talk  with  these  days  feel  consider- 
ably poorer.  The  market  value  of 
their  homes,  condos  and  raw  land 
(or  farm  acreage)  has  declined,  along 
with  the  value  of  their  stock,  bond 
and  commodity  portfolios.  And 
their  gold,  art,  diamonds  and  other 
collectibles  aren't  worth  nearly 
what  they  were  before  the  Reagans 
took  up  residence  at  1600  Pennsyl- 
vania Avenue. 

Dividends  have  been  cut  (in  some 
cases  eliminated  altogether),  fac- 
tories have  been  closed  down  and  a 
lot  of  high-priced  executives  have 
found  themselves  rubbing  shoul- 
ders in  the  unemployment  lines 
with  their  blue-collar  brethren. 
Bankruptcies  are  on  the  rise  as  are 
foreclosures.  Salaries  are  frozen  or 
scaled  back,  and  employees  at  all 
levels  have  found  many  of  their 
benefits  and  perquisites  reduced. 

When  the  President  announced 
that  the  change  in  direction  of  the 
country  would  be  painful,  many  of 
the  middle  and  upper  classes  as- 
sumed that  he  meant  painful  for 
someone  else.  After  all,  most  of  this 


Ann  C  Brown  is  executive  vice  president  of 
the  Netv  York  investment  pun  of  Melhado, 
Flynn  &  Associates. 


group  had  finally  learned  to  live 
with  and  even  prosper  from  relent- 
lessly rising  inflation.  They  had 
switched  from  being  lenders  to  be- 
ing borrowers,  which  allowed  them 
to  deduct  interest  payments  from 
their  top-bracket  income  taxes, 
while  benefiting  from  inflation  ap- 
preciation on  the  things  they  bor- 
rowed to  buy. 

Enter  deflation.  Interest  rates,  al- 
ready high,  were  kept  high  by  a 
combination  of  factors,  not  the  least 
of  which  was  the  strong  monetarist 
influence  in  the  Executive  Branch, 
which  vigorously  supported  the  re- 
strictive actions  of  the  Federal  Re- 
serve. Now,  with  each  passing  day, 
more  and  more  voices  are  heard  for 
easing  up  as  the  November  elec- 
tions draw  near  and  members  of 
Congress  fear  that  they  may  be 
eased  out  of  office  if  interest  rates 
continue  at  their  lofty  levels. 

With  consumers  unwilling  or  un- 
able to  take  on  more  debt,  sales 
slowed,  inventories  accumulated 
and  workers  were  laid  off.  Before 
you  could  say  "recession,"  we 
found  ourselves  smack  in  the  mid- 
dle of  one.  Supply-siders  will  con- 
tinue to  argue  that  things  wouldn't 
have  fallen  so  far  so  fast  if  the  House 
and  Senate  had  enacted  the  budget 
cuts  and  tax  cuts  as  they  were  origi- 
nally proposed.  Maybe  they're  right, 
but  their  protestations  may  not  do 
much  to  influence  the  ballots  of 
those  who  remember  Mr.  Reagan's 
1980  pre-election  question:  "Are 
you  better  off  today  than  you  were 
four  years  ago?"  While  in  the  long 
run  the  economy  indeed  may  be  bet- 
ter off  than  it  has  been  for  some 
time,  economies  don't  vote.  People 
vote.  And  if  people  perceive  them- 
selves as  being  less  well-off  than 
they  were,  it  won't  help  the  Reagan- 
omics  supporters  who  are  up  for 
reelection. 


Americans  are  not  a  patient  peo- 
ple. When  the  President  wisely 
promised  there  would  be  "no  quick 
fix"  to  the  problems  it  took  us  de- 
cades to  get  into,  the  public  was 
willing  to  give  him  about  a  year  to 
get  things  back  on  track.  Unfortu- 
nately, it  looks  like  such  a  short 
period  of  grace  covered  only  the 
stage  in  which  things  had  to  get 
worse  before  they  could  hope  to 
turn  around.  This  is  a  very  difficult 
concept  to  sell  to  people  who  have 
lost  (or  may  lose)  their  jobs  and 
businesses — and,  to  a  greater  or 
lesser  extent,  their  confidence.  Is  it 
impossible  to  sell?  We'll  see.  As 
many  have  learned  from  experience, 
the  President  has  winning  ways. 

As  a  result  of  all  the  economic 
pain,  with  few  exceptions,  it's  hard 
to  find  a  stock  group  that  hasn't 
been  badly  hurt  over  the  past  sever- 
al weeks  or  months.  What  we  have 
witnessed  is  sequential  panic-sell- 
ing where  some  stocks  were  sold 
(and  oversold)  on  the  basis  of  declin- 
ing fundamentals,  while  others  sim- 
ply got  caught  in  the  downdraft  of 
an  uncertain  market. 

March  may  prove  to  have  been 
the  crudest  month  for  stock  prices 
in  1982,  even  though  the  all-but- 
certain-to-be-disappointing  first- 
quarter  earnings  will  not  be  out  in 
force  until  around  the  beginning  of 
May.  Anticipated  disasters  are  often 
more  frightening  than  the  real 
thing,  and  investors  (notably  the  in- 
stitutions) have  chosen  to  focus  on 
every  conceivable  negative  while  ig- 
noring the  long-term  positives  of  a 
lower  inflation  rate,  moderating  la- 
bor demands,  onerous  red-tape  re- 
peals and  increased  incentives  to 
save  and  invest. 

With  hundreds  of  stocks  on  or 
near  the  new-low  list,  the  market 
is  a  bottom-fisher's  paradise.  Fa- 
vorites among  the  walking  wound- 
ed are  Cox  Broadcasting  (30),  Merrill 
Lynch  (27),  Times  Minor  (41),  Feder- 
al Express  (45),  Capita/  Cities  Com- 
munications  (64),  Purolator,  Inc. 
(28),  Time  Inc.  (34)  and  Hospital 
Corp  of  America  (27).  And,  of 
course,  all  the  oil  and  oil-service- 
related  stocks  from  Amerada  Hess 
(16)  to  Woods  Petroleum  (17),  un- 
less you  think  we  will  never  again 
use  oil  and  gas,  and  never  again 
have  trouble  in  the  Middle  East. 
Particularly  attractive:  Exxon  (28), 
currently  yielding  over  10%.  ■ 
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NOW, 
50  TEXAS  BANKS 

ARE  SHOWING 
STRONGER  SIGNS 
OF  GROWTH. 


W  InterFirst 


With  over  $18  billion  in  combined  assets,  50  Texas  banks  are  showing  new  signs  of 
growth.  Under  the  sign  of  InterFirst.  The  largest  banking  resource  in  the  South/ Southwest. 
Firmly  anchored  in  the  financial  centers  of  Dallas  and  Houston,  plus  22  other  cities  and  towns. 

And  because  our  banks  are  getting  results,  we're  growing.  Not  just  in  size,  but  in  the 
depth  and  spectrum  of  financial  services  we  offer.  Now  and  into  the  future. 

Under  our  new  name,  InterFirst  is  committed  to  consistent  performance  as  a  resource 
for  results.  For  our  bank  customers.  And  for  our  shareholders. 

To  receive  our  1981  Annual  Report,  write  InterFirst  Corporation,  Dallas,  Texas  75283. 
Formerly  First  International  Bancshares,  Inc.  THE  RESOURCE  FOR  RESULTS 


#  InterFirst 


r CORPORATE 
REPORT 


A  SPECIAL  FORBES  ADVERTISING  SERVICE  FOR  INVESTORS  AND  THE  FINANCIAL  COMMUN 

N  New  York  Stock  Exchange       A  American  Stock  Exchange        O  Over-the-Counter       P  Pacific  Stock  Exchange 


ARIZONA  SILVER  CORPORATION  V-0 
CONTINENTAL  SILVER  CORPORATION  V-0 
JOINT  NEWS  RELEASE — MARCH  12,  1982 
'Testing  commenced  on  L.E.  Wright  #1  Well 
'Increased  interest  acquired  in  Lipan  Creek  lease 
ARIZONA  SILVER  CORPORATION  and  CONTINENTAL  SIL- 
VER CORP.  announce  that  testing  has  commenced  on  the 
L.E.  Wright  #1  Well  which  is  located  on  the  640  acred  Lipan 
Creek  Lease  in  Tom  Green  County,  Texas.  This  well  has  been 
completed  as  a  dual  producer  in  the  Palo  Pinto  Limestone  at 
4420  feet  and  the  Goen  Limestone  at  5265  feet. 

Prior  to  the  well  being  shut-in  to  await  initial  production 
testing  a  total  of  105  barrels  of  oil  were  recovered  during  a 
16  hour  period  subsequent  to  the  completion  being  conduct- 
ed. Samples  taken  indicate  that  approximately  42°  gravity 
oil  will  be  produced  from  the  Palo  Pinto  Limestone  and  45° 
gravity  oil  from  the  Goen  Limestone. 

The  Goen  Limestone,  the  other  productive  zone  which  has 
been  successfully  completed  is  scheduled  for  production 
testing  within  the  next  several  days.  Due  to  the  occurrence 
of  solution  gas  from  the  oil  recovered  in  these  formations, 
both  zones  will  also  be  capable  of  gas  production. 

Under  an  Agreement  dated  March  9th,  1982,  "ARIZONA" 
has  increased  its  working  interest  from  25%  to  40% 
(approximately  30.80%  N.R.I.)  and  "CONTINENTAL"  from 
25%  to  35%  (approximately  26.95%  N.R.I)  in  this  640  Acre 
Lease.*  (This  acquisition  is  subject  to  the  approval  of  the 
regulatory  authorities). 
*Under  the  terms  of  this  Acquisition  agreement  "ARI- 
ZONA" and  "CONTINENTAL"  will  receive  100%  of  all 
production  revenues  until  payout. 
Within  the  next  week,  separate  news  releases  will  be 
issued  by  each  Company  reporting  the  production  testing 
results  from  the  L.E.  WRIGHT  #1  WELL  together  with 
progress  reports  containing  production  levels  from: 

T.  CONNELLY  LEASE  #1  (504  Acres)  (26  wells  drilled  to  date) 
CALLAHAN  COUNTY.  TEXAS 

WILLIAMS-CROSBY  LEASE  (1788  Acres) — CROSBY  #1  WELL 
TOM  GREEN  COUNTY,  TEXAS    (drilled  to  a  depth  of  6400  feet) 

The  Companies  will  also  be  releasing  an  up-date  pertain- 
ing to  their  Mining  Development  Projects  located  in  Mohave 
County — northwestern  Arizona  on  which  there  has  been 
recent  encouraging  results. 

This  news  release  was  prepared  by  Mr.  CHARLES  S. 
UNDERHILL  on  behalf  of  the  Companies,  who  accepts 
responsibility  for  its  contents. 

Respectfully  submitted  on  BEHALF  OF  THE  BOARD  OF 
DIRECTORS 

Charles  S.  Underhill  Director 

Arizona  Silver  Corporation 
Capitalization 

Authorized     10.000,000  Shares 
Issued         3,107,932  Shares 
Listed         Vancouver  Stock  Exchange/ARZ 
NASDAQ/ARZNF 

Continental  Silver  Corp. 
Capitalization 

Authorized     5,000,000  Shares 
Issued  2,545,086 
Listed         Vancouver  Stock  Exchange/CVR 
NASDAQ/CTLSF 

(Contact:  Charles  S.  Underhill,  Director,  Continental 
Silver  Corp.  and  Arizona  Silver  Corporation,  Suite  1140  625 
Howe  St.,  Vancouver,  B.C..  Canada  V6C  2T6.  Phone:  (604) 
689-5588.) 
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CUMO  RESOURCES  LTD.  V-0 

VANCOUVER,  BC,  March  2,  1982— Cumo  Resources  Ltd. 
(NASDAQ-CUMOF)  reported  today  that  its  Consolidated 
Louanna  Gold  Mines  Ltd.  mill  near  Nakina,  Ontario,  is  now 
producing  and  it  expects  its  first  gold  shipment  containing 


about  370  ounces  to  be  made  in  mid-March.  Weekly 
shipments  are  expected  thereafter.  The  Consolidated 
Louanna  Mill  is  currently  running  at  140  tons  per  day  on  a 
five  day  week  and  this  will  be  boosted  immediately  to  seven 
days.  It  will  be  increased  to  200  tons  per  day  on  a  24  hour 
basis  within  approximately  a  month  time.  Consolidated 
Louanna  trades  on  the  Toronto  Stock  Exchange. 

Cumo  Resources,  a  Vancouver  based  natural  resources 
company  funded  the  Ontario  gold  property  into  production  at 
a  cost  of  approximately  4.4  million  dollars,  partially  through 
a  debenture  with  the  Royal  Bank  of  Canada. 

Cumo  also  participates  extensively  in  oil  and  gas  produc- 
tion leases  in  Utah  and  New  Mexico.  Subject  to  the  approval 
of  regulatory  authorities,  Cumo  Resources  will  receive  a 
bonus  of  20,000  shares  of  Consolidated  Louanna  for  ad- 
vancing overrun  costs  to  the  project.  Cumo  will  now  receive 
100  per  cent  of  the  cash  flow  from  the  mill  until  overrun 
costs  of  $1.4  million  are  repaid,  plus  interest. 

Thereafter,  Cumo  Resources  will  receive  75  per  cent  until 
all  costs  plus  interest  are  repaid,  and  then  25  per  cent  for 
the  life  of  the  project. 

Project  Manager  E.P.  Graham,  P  Eng..  reported  that  he  is 
pleased  with  the  way  the  mill  is  running. 

"Our  feasibility  study  called  for  a  millhead  of  .30  ounces 
of  gold  per  ton  and  the  millhead  is  presently  running  at  .38 
ounces.  We  have  a  millhead  target  of  .40  ounces  of  gold. 
Tailings  assaying  at  less  than  .01  ounces  indicates  that  the 
recovery  circuit  is  working  properly,"  he  added. 

"At  the  improved  grade  and  tonnage  the  project  should 
yield  a  good  profit  even  at  current  world  gold  prices," 
declared  Graham.  "The  mine  is  in  good  shape  with  plenty  of 
mined  ore  ahead.  Our  concentrate  ratio  is  running  30  to 
one." 

Concentrate  from  the  mill  is  being  shipped  to  the  Asarco 
smelter  at  Helena,  Montana. 

Current  assay  results  continue  to  be  favorable  in  the 
course  of  the  underground  drilling  program. 

During  January  some  2016  feet  of  diamond  drilling  took 
place  above  the  second  level  of  the  mine,  defining  a  new 
block  of  mineable  material  with  economic  grade  and  width. 

Assay  results  from  development  drilling  in  the  latter 
portion  of  1981  had  one  hole,  81-53,  with  a  seven  foot 
intersection  running  2.49  ounces  of  gold  per  ton. 

During  the  1982  program,  in  January  another  hole, 
number  82-9,  had  a  five  foot  intersection  running  9.45 
ounces  of  gold  per  ton. 

Contact:  Julius  Karosen,  President,  Cumo  Resources  Ltd., 
Suite  1106,  700  W.  Pender  St.,  Vancouver.  BC  Canada 
V6C  1G8.  Phone:  (604)  689-2025. 


GOULDS  PUMPS,  INC.  O 

SENECA  FALLS,  NY,  February  17,  1982— Goulds  Pumps. 
Inc.  (NASDAQ — GULD)  has  reported  record  fourth  quarter 
and  year-end  results  in  1981. 

Sales  and  earnings  for  the  fourth  quarter  and  year  1981 
include  the  results  of  the  Morris  Pump  Co.  acquisition  by 
merger,  which  was  consummated  late  in  the  year  for 
990,000  shares  of  common  stock.  For  comparative  pur- 
poses, 1980  results  are  also  restated  to  include  Morris 
Pump. 

Sales  and  earnings  for  the  fourth  quarter  were  up  25 
percent  and  158  percent  respectively.  Sales  were 
$77,698,000  as  compared  to  $62,058,000  in  1980.  Net 
income  rose  to  $6,577,000  from  $2,553,000.  1980  figures 
were  affected  by  a  work  stoppage  which  occurred  in  the  last 
six  weeks  of  the  year. 

Year-end  sales  were  $308,674,000  with  net  income  of 
$25,737,000  an  increase  of  19  percent  and  37  percent 
respectively  from  the  restated  1980  sales  of  $259,037,000 
and  net  income  of  $18,852,000. 

Reported  earnings  per  share  for  the  fourth  quarter 
reflected  an  increase  from  15  cents  to  38  cents,  and  year- 
end  figures  were  $1.47  as  compared  to  $1.08  a  year  ago 

R.L  Tamow,  Chairman  and  CE  O.  and  V  A  Napolitano. 
President  and  C.0.0.  reported  to  shareholders.  "The  effect 
of  the  Morris  Pump  acquisition  in  1981  on  a  full-year  basis 


was  a  dilution  in  earnings  of  $.04  per  share  fromi 
$1.47.  For  1982  and  beyond,  we  forecast  a  positii 
bution  to  earnings  from  this  very  fine  addition 

company." 

Fourth  quarter  sales  results  without  the  Morris 
tion  were  up  31  percent  and  net  income  increa 
percent.  Sales  were  $72,317,000  as  comp 
$55,314,000  in  1980.  Net  income  rose  to  $6,477, 
$2,386,000.  For  the  year,  sales  were  $286,84! 
compared  with  $238,953,000  in  1980,  while  earnn 
a  record  $24,955,000  as  contrasted  with  $18,3! 
year  ago 

The  company  executives  reported  that  Consum 
sales  performed  very  well  in  1981,  while  industrial 
orders  have  suffered  due  to  a  domestic  econc 
became  stagnant  in  the  third  quarter  of  the  year. 

In  December  the  Goulds  Board  of  Directors  incra 
quarterly  dividend  from  15  cents  to  17  cents  for  a 
rate  of  68  cents  per  share.  This  represents  an  mere; 
percent  and  marks  the  ninth  increase  in  the  pa< 
years. 

Tamow  and  Napolitano  added,  "The  new  year  bej 
a  soft  economy  and  a  competitive  marketplace.  1^ 
less,  we  continue  with  aggressive  product  deve 
cost  reduction  and  productivity  improvement  progr 

"We  are  confident  that  these  measures  are  ex, 
correct  prescription  for  another  decade  of  high  leve 
mance  that  has  distinguished  our  company  int  he  it 
turmg  sector,"  the  Goulds  executives  concluded. 

Goulds  Pumps,  Inc. 
Sales  &  Earnings 


1981  1980(3 

$77,698,000  $62,058, 

6,57  7,00  0  2,553 
.38 


Quarter  ending  12/31/81 
Sales 

Net  income 

Earnings  per  share  (b) 
Year  ending  12  31/81 
Sales  $308,674,000  $259,037,00 

Net  income  25,737,000  18.852.00 

Earnings  per  share  (b)  1.47  1 

(a)  Restated  to  reflect  the  merger  ot  Morris  Pomp  Co.  on  a 
interests  basis. 

(b)  Earnings  per  share  adiusted  to  reflect  two-for-one  stock 

1981 

(Contact:  Howard  A.  Scutt,  Vice  President- 
Goulds  Pumps,  Inc..  Seneca  Falls,  NY  13148.  Phoa 
568-2811.) 


CO 


HUGHES  TOOL  COMPANY 

HOUSTON,  TX.  January  25,  1982— Hughes  Tool 
(NYSE-HT)  reported  record  sales  and  earnings  for 
fourth  quarter  and  year  ended  December  31.  1931 

For  the  12  months,  the  Company  reported  net 
$1,759,105,000  and  net  income  of  $255,208 
with  sales  of  $1,206,155,000  and  income  of  $132 
for  the  same  period  in  1980.  Earnings  per  share  for 
ended  December  31  were  $4.60,  up  from  $2.63  in 

For  the  three  months  ended  December  31, 1981 
were  $473,615,000  while  net  income  was  $72 
compared  with  sales  of  $352,689,000  and  mo 
$42,229,000  during  the  fourth  quarter  of  1980. 
per  share  for  the  three  months  were  $1.31.  compa 
$0.79  for  the  same  period  a  year  ago. 

James  R.  Lesch.  chairman,  president  and  chief  e» 
officer  of  Hughes  Tool,  cited  decontrol  of  domestic  d 
prices  and  the  record  levels  of  drilling  activity  in  the 
States  as  the  major  factors  in  the  Company's  perfo 
during  1981. 

Gross  margin  rate  for  1981  was  38.3%.  compan 
34.3%  for  1980.  Gross  margin  for  the  fourth  quarter  i 
as  40.8%  compared  with  34.9%  for  the  same  three 
of  1980. 

The  effective  tax  rate  for  the  year  was  38.7%,  coi 
to  37.4%  in  1980. 
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quarter  foreign  currency  exchange  losses  were 
lion,  slightly  offset  by  a  cumulative  gain  through 
hree  quarters  of  $658,000.  This  resulted  in  a  year- 
jrency  loss  of  $10.3  million,  attributable  primarily 
)  million  loss  in  Argentina,  which  discontinued  its 
xchange  rate  protection  system  in  December. 
81  domestic  rig  count  averaged  3,969  rigs  running 
;ar,  an  increase  of  36%  over  1980  rig  activity. 

rig  activity  declined  34%  to  an  average  263  rigs 
vhile  rig  activity  in  other  non-communist  countries 

1,391  rigs  running,  an  increase  of  8%  over  1980. 


Ended  December  31 


r  Share  (1) 
imon  Equivalent 


hs  Ended  December  31 


if  Shared) 

imon  Equivalent  Shares 


1981  1980 

$473,615,000  $352,689,000 

$  72,611,000  $  42.229.000 

$  1.31  $         0  79 


55,749,000 


54.506,000 


1981  1980 

$1,759,105,000  $1,206,155,000 

$  255,208,000  $  132,189,000 

$  4.60  $  2  63 


55,557,000 


51,370.000 


d  by  increasing  net  income  in  1981  and  1980  to  retlect  the  atter-tax 
ixpense  applicable  to  the  9'/2%  and  the  8'4%  Convertible  Subordm- 
entures  issued  in  December  1981  and  April  1980,  respectively  Such 
es  were  considered  to  be  common  equivalent  shares  from  the  date 
ice  The  8'/2%  Convertible  Subordinated  Debentures  were  converted 
iber  1980. 

id:  I.C.  Kerridge,  Vice  President-Stockholder  Rela- 
ghes  Tool  Company,  P.O.  Box  2539,  Houston,  TX 
hone:  (713)  924-2224.) 


RESOURCES  LTD.  V 

IUVER,  BC,  Canada,  March  9,  1982,  announced 
las  applied  to  acquire  oil  and  gas  leases  encom- 
nearly  five  million  acres  in  the  western  desert 
Egypt. 

rnipany  said  its  initial  application  for  a  licence  to 
ases  has  been  accepted  by  the  Egyptian  General 
i  Corporation  and  that  formal  documentation  is  in 

's  planned  acquisition  involves  a  100  percent 
nterest  in  three  separate  blocks,  two  of  which  cover 
ately  two  million  acres  each  and  one  block  of 
e  million  acres. 

impany  said  it  was  committing  to  spend  U.S.  27 
jllars  in  Egypt  over  the  next  seven  years  and  that  it 
nenced  negotiations  in  Europe  for  a  multi-milhon- 
ancing  to  assist  in  funding  the  proposed  program, 
enting  on  March's  initiative,  David  E.  Esau,  a 
of  a  Vancouver  independent  engineering  firm  of 
in  and  Associates,  said  currently  available  data 
that  one  of  the  large  lease  blocks  appears  to  be 
vithin  the  same  geological  basin  as  a  recent 
by  Shell  winning  NV  and  that  of  a  nearby  produc- 

said  the  Shell  discovery  well  reportedly  tested  at 
rrels  of  oil  per  day  from  a  depth  of  12,000  to  13,000 
is  expected  to  produce  in  excess  of  10,000  barrels 
3ne  of  March's  two-million  acre  blocks  is  within  40 
the  Shell  well. 

said  that  while  information  was  sketchy,  it  appears 
it  discovery  was  tested  from  a  different  productive 
lan  the  two  known  productive  horizons  in  the  region 
the  March  acreage  could  have  all  three  potential 

ominant  oil  productive  formations  in  the  western 
e  cretaceous  in  origin,  he  noted.  The  desert  area  is 
unexplored  but  now  has  four  discovered  fields  with 
in,  at  luly  1,  1981  in  excess  of  20,600  barrels  of  oil 
Cumulative  production  to  that  date  was  approxi- 
28  million  barrels  of  oil  ranging  from  34  degrees  to 


44  degrees  API.  One  field  went  on  stream  in  1966,  two  in 
1972  and  one  in  1976. 

Anthony  L  Agostino,  Chief  Operating  Officer,  said  today 
the  company  anticipates  formal  documentation  and  neces- 
sary regulatory  approvals  in  Egypt  and  Canada  would  be 
completed  in  six  to  eigth  weeks. 

He  announced  the  company  has  contracted  with  Ahmed 
Esmat  El  Sadat,  President  of  the  International  Navigating 
Trading  and  Contracting  Office  in  Cairo  to  provide  office  and 
other  services  that  will  assist  March  in  its  developing 
business  relationship  in  Egypt.  For  further  information 

(Contact:  Frank  Matthews,  Anthony  Agostino,  Douglas 
Collmgwood  or  Robert  Baumgartner,  March  Resources  Ltd., 
Ste  202,  595  Howe  Street,  Vancouver,  BC  Canada  V6C  2T5. 
Phone:  (604)  687-8867.) 


MELVILLE  CORPORATION  N 

HARRISON,  N.Y.,  February  12,  1982  (NYSE:  MES).  We  are 
pleased  to  report  that  for  the  27th  consecutive  year  we  had 
record  sales  and  our  earnings  increased  for  the  17th  of  the 
last  18  years.  Sales  of  the  Melville  Corporation  for  the  year 
ended  December  31,  1981  reached  $2,760,841,790,  an 
increase  of  18.4%.  Net  earnings  registered  $136,132,506 
for  1981,  an  increase  of  19.6%. 

On  January  13,  1982,  the  Board  of  Directors  approved  an 
increase  in  the  quarterly  dividend  on  common  shares  to  5 1 C 
from  450  effective  with  the  February  1,  1982  payment.  This 
higher  annual  dividend  rate  of  $2.04  represents  a  13.3% 
increase  and  is  the  18th  consecutive  year  of  improvement. 
Melville  Corporation  has  paid  a  dividend  each  year  for  the 
past  66  years. 

For  the  fourth  quarter  of  1981,  Melville  Corporation  had  a 
15.6%  increase  in  sales  and  a  29.9%  increase  in  earnings. 
We,  obviously,  enioyed  a  strong  Christmas  business. 

The  acquisition  for  cash  and  notes  of  Kay-Bee  Toys 
effective  July  1,  1981,  added  considerably  to  our  sales  and 
profits  in  1981.  Melville  sales,  excluding  Kay-Bee,  increased 
13.8%  for  the  year  1981. 

The  return  on  shareholders'  equity  for  1981  was  26.7% 
which  continues  to  be  among  the  highest  in  the  retail 
industry. 

We  define  our  business  as  specialty  retailing.  In  addition 
to  footwear,  apparel,  drug  and  health  and  beauty  aids,  we 
have  added  the  toy  and  hobby  business  with  the  acquisition 
of  Kay-Bee  Toy  and  Hobby  Shops,  Inc.  Footwear  retailing 
accounted  for  43.5%,  apparel  34.5%,  drug  stores  18.1% 
and  toys  3.9%  of  total  sales  in  1981. 

In  the  footwear  segment  of  our  business,  sales  volume 
increased  over  last  year,  although  the  increase  was  not 
sufficient  to  generate  improvement  in  profits,  particularly  in 
Thorn  McAn  and  Melville  Manufacturing.  Our  footwear  divi- 
sions include  Thorn  McAn  with  1,261  stores  at  year  end, 
Meldisco  our  leased  footwear  departments  in  1,939  K  mart 
stores  in  the  United  States  and  Open  Country  with  78  stores. 
At  year  end,  there  were  35  Vanguard  stores  remaining  most 
of  which  will  be  converted  to  the  Open  Country  format.  As  a 
test,  3  Woodbndge  footwear  stores  selling  better  branded 
footwear  at  discounted  prices  were  opened  in  1981. 

The  apparel  divisions  include  Marshalls,  Foxmoor  and 
Chess  King.  Marshalls  ended  the  year  with  108  stores  which 
average  30,000  sq.  ft.  per  store;  during  the  year  24  new 
stores  were  opened.  This  division  enjoyed  excellent  sales 
and  profit  improvement  during  1981.  The  Foxmoor  division 
ended  with  588  stores  having  opened  64  new  stores  for  the 
year.  Foxmoor  enjoyed  strong  sales  and  earnings  for  the  first 
nine  months  of  the  year  but  experienced  a  slowdown  in  the 
fourth  quarter.  The  Chess  King  division  opened  40  stores 
ending  with  471  stores  in  operation.  Chess  King  showed 
improvement  in  the  second  half  of  the  year  off-setting  a 
slower  spring  business. 

During  1981,  a  new  apparel  business  was  started  on  a 
test  basis  by  the  opening  of  3  J.  Putnam  stores  specializing 
in  better  grade  branded  casual  and  sport  wear  for  women 
over  25  years  old. 

CVS,  our  drug  and  health  and  beauty  aid  chain,  ended 
with  433  stores  at  year  end  adding  36  new  stores.  The 
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division  continued  to  experience  strong  improvements  in 
both  sales  and  earnings. 

The  newly  acquired  Kay-Bee  toy  chain,  a  business  that 
earns  virtually  all  of  its  profits  in  the  fourth  quarter  of  the 
year,  enioyed  excellent  sales  and  earnings.  As  of  the  end  of 
1981,  there  were  270  stores  in  operation. 

For  the  Corporation  as  a  whole,  a  total  of  687  stores  were 
opened  and  80  stores  were  closed.  At  the  end  of  1981,  there 
were  5,154  stores  in  operation.  During  1982,  plans  are  to 
open  approximately  331  stores  and  close  about  58  stores. 

During  the  year  1981,  3  footwear  manufacturing  plants 
were  closed  leaving  in  operation  at  year  end  a  total  of  10  shoe 
factories,  3  in  New  England  and  7  in  the  South.  We  plan  to 
close  one  factory  in  New  England  in  the  spring  of  1982. 

Expenditures  for  fixed  assets  for  the  year  1981  amounted 
to  $98.2  million,  mostly  for  new  stores  and  the  remodeling 
of  existing  stores.  Also  in  1981  construction  began  on  a 
788,000  sq.  ft.  additional  distribution  facility  in  Atlanta, 
Georgia  for  the  Marshalls  division. 

In  the  spring  of  1981,  Thorn  McAn  opened  a  new  337,000 
sq.  ft.  distribution  center  in  Danville,  Kentucky  and  closed  its 
Auburn,  Massachusetts  facility  in  the  second  half  of  1981. 

Construction  was  begun  in  1981  on  a  new  office  building 
for  the  CVS  division  in  Woonsocket,  Rhode  Island  to  be 
completed  by  the  summer  of  1982.  The  office  space  now 
located  as  part  of  the  current  distribution  and  office 
building  will  be  expanded  for  additional  distribution  needs 
when  the  new  building  is  completed. 

It  is  estimated  that  for  1982,  capital  expenditures  will 
approximate  $88  million. 

Lawrence  E  McGourty,  who  served  as  President  of  the 
Thorn  McAnn  Shoe  Company  division,  became  Vice  Presi- 
dent— Marketing  of  Melville  Corporation  and  continues  as  a 
Director  of  Melville  Corporation. 

Effective  June  1,  1981,  J.  Richard  Nedder  was  appointed 
President  of  the  Thorn  McAn  Shoe  Company  division  and 
became  a  Vice  President  of  Melville  Corporation.  He  pre- 
viously served  as  Senior  Vice  President  and  General  Man- 
ager of  the  Thorn  McAn  division. 

Howard  Kaufman,  President  of  Kay-Bee  toy  and  Hobby 
Shops,  Inc.,  was  appointed  a  Vice  President  of  Melville 
Corporation. 

After  more  than  half  a  century  of  service  to  the  Company, 
Robert  C.  Erb,  President  of  the  Corporation  from  1956  to  his 
retirement  in  1964  and  a  Director  since  1940,  died  on  May 
10,  1981.  During  his  years  of  unselfish  and  dedicated 
service  to  the  affairs  of  the  Corporation  beginning  in  1922 
with  the  J.  F.  McElwain  Company,  Mr.  Erb  made  numerous 
contributions  to  the  growth  and  well-being  of  our  Company. 

In  June  1981,  Leighton  H.  Coleman,  former  Senior  Partner 
of  the  law  firm  Davis  Polk  &  Wardwell,  retired  from  the 
Board  of  Directors  of  Melville  Corporation  after  more  than 
nineteen  years  of  distinguished  service.  His  sound  advice 
and  wise  counsel  will  long  be  remembered. 

Our  overall  performance  for  1981,  resulting  in  record 
sales  and  earnings  during  a  difficult  economic  recessionary 
environment,  attests  to  the  dedication  and  loyalty  of  Melville 
employees  throughout  the  entire  organization.  We  are  grate- 
ful for  their  support  and  thank  them  for  their  efforts. 

Compounded  Annual  Growth 

5  years  10  Years  15  Years 


17.6%  17.4%  17.9% 


Net  Sales 
Net  Earnings: 

Before  Minority  Interests  18.0  19.8  19.7 

After  Minority  Interests  17.5  18.5  18.2 

Dividend  per  Common  Share  21.5  16.2  17.7 

Average  Return  on  Common  Stock  and 

Other  Shareholders'  Equity  28.2  27.3  27.7 


(Contact:  Kenneth  K  Berland,  President,  Melville  Corpo- 
ration, 3000  Westchester  Avenue,  Harrison,  N.Y.  10528. 
Phone:  (914)  253-8000) 
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SIPPICAN  OCEAN  SYSTEMS,  INC.  0 

MARION,  MA,  February  16,  1982 — Sippican  Ocean  Sys- 
tems, Inc.  (NASDAQ:  SOSI)  reported  record  revenues  for  the 
year  ended  Dec.  31,  1981  of  $15,808,000,  up  36  percent 
from  1980  revenues  of  $11,618,000.  Net  income  in  1981 
was  a  record  $1,345,000,  up  71  percent  from  the  1980  level 
of  $786,000.  Earnings  per  share  of  71  cents  were  up  65 
percent  over  1980  earnings  of  43  cents  per  share. 

President  and  CEO,  Richard  I.  Arthur,  in  commenting  on 
the  results  indicated  that  "we  were  not  only  pleased  with 
the  record  1981  operating  results  but  with  the  outstanding 
progress  we  have  made  during  the  year  in  enhancing  our 
internal  technical  capabilities  and  developing  additional 
products  to  add  to  our  line  of  expendable  oceanographic 
instruments."  Mr.  Arthur  added  that  the  record  1981  results 
were  achieved  primarily  due  to  increased  shipments  of 
existing  and  new  products  to  the  company's  primary  cus- 
tomer, the  U.S.  Navy. 

The  company  also  announced  that  a  record  $18,473,000 
of  new  orders  were  booked  in  1981  with  backlog  increasing 
to  $14,679,000  at  the  year  end,  up  22  percent  from  the  prior 
year.  The  company's  financial  postion  at  year  end  is  strong 
with  cash  and  equivalents  at  $2,350,000  and  working 
capital  of  $3,703,000.  Net  worth  at  year  end  was 
$7,550,000  and  there  were  2.203,000  shares  outstanding. 

Sippican  designs  and  manufactures  oceanographic  in- 
strumentation systems,  underwater  and  surface  communi- 
cations devices  and  associated  support  electronics  for  use 
primarily  by  the  United  States  Navy  and  other  free  world 
navies  in  antisubmarine  warfare  and  in  scientific  research. 
Sippican  completed  a  public  offering  in  October  1981  for 
375,000  shares  of  its  common  stock,  in  an  underwriting 
managed  by  E.F  Hutton  &  Company,  Inc. 


Year  Ended  Dec.  31 

1981 

1980 

Revenues 

$15,808,000 

$11,618,000 

Income  before  taxes 

2,598,000 

1,528,000 

Net  income 

1 ,345,000 

786,000 

Earnings  per  share 

$71 

$43 

Weighted  average  number  of  common 

and  common  equivalent  shares 

1,885,914 

1.807,449 

(Contact:  Stephen  Galliker,  VP-Finance  &  Treasurer, 
Sippican  Ocean  Systems,  Inc.,  Seven  Barnabas  Road, 
Marion.  MA  02738.  Phone:  (617)  748-1160.) 


WOODS  PETROLEUM  CORPORATION  N 

OKLAHOMA  CITY,  OK,  February  25,  1982— Woods  Petro- 
leum Corporation  (NYSE— WOG)  today  reported  record  rev- 
enues and  earnings  for  the  year  ended  December  31,  1981. 

Revenues  for  the  year  increased  to  $71,969,000  from 
1980  revenues  of  $53,983,000.  Earnings  for  1981  gained 
47%  to  $21,897,000,  or  $1.86  per  share,  from  earnings  of 
$14,893,000,  or  $1.27  a  share,  a  year  ago.  Results  for  1980 
exclude  the  after-tax  gain  of  $7,675,000,  or  $.66  per  share, 
and  revenue  of  $11,175,000  from  the  sale  of  the  Hartzog 
Draw  properties  in  Wyoming  during  the  first  quarter  of  1980. 

The  fourth  quarter  of  1981  was  Woods'  best  ever. 
Revenues  rose  to  $22,900,000  from  $15  063,000  revenues 
during  the  same  period  of  1980.  Earnings  for  the  quarter 
were  $8,632,000,  or  $.73  per  share,  compared  to 
$4,474,000,  or  $.38  per  share,  for  the  1980  fourth  quarter. 


A.D.  Freshour,  President,  said  "While  1981  was  the  best 
year  in  our  history,  we  expect  further  gains  in  both  revenues 
and  earnings  during  1981.  We  have  scheduled  the  largest 
exploration  and  development  budget  ever  with  total  expen- 
ditures for  the  Company  and  its  drilling  program  investors 
expected  to  be  aproximately  $150,000,000." 

Gas  production  in  1981  averaged  45.798  Mcf  per  day 
compared  to  47,044  Mcf  per  day  last  year.  Oil  production 
averaged  2,095  barrels  per  day  in  1981  compared  to  2,156 
barrels  per  day  in  1980.  The  daily  production  information  for 
1980  includes  production  from  the  Hartzog  Draw  properties 
prior  to  their  sale  and  production  from  the  Powell  Field  in 
Wyoming  which  was  shut  in  pending  implementation  of  gas 
cycling  as  an  improved  recovery  process. 

Woods  Petroleum  Corporation  is  a  leading  independent 
oil  and  gas  xploration  company  with  headquarters  in  Okla- 
homa City,  Oklahoma. 

(Contact:  Leroy  Ussery,  Financial  VP,  Woods  Petroleum 
Corporation,  3555  NW  58  St,  Oklahoma  City,  Oklahoma 
73112.  Phone:  (405)  947-7811.) 


UNITED  ENERGY  RESOURCES,  INC.  N 

HOUSTON,  March  4,  United  Energy  Resources,  Inc.,  today 
announced  1982  capital  expenditure  programs  totaling 
$489  million,  compared  with  expenditures  of  $480  million 
during  1981. 

United  Energy's  1982  capital  expenditure  budget  in- 
cludes $225  million  for  oil  and  gas  exploration  and  produc- 
tion (Cotton  Petroleum  Corporation),  $138  million  for  inter- 
state gas  transmission  (United  Gas  Pipe  Line  Company), 
$86  million  for  intrastate  gas  transmission  (United  Texas 
Transmission  Company),  $22  million  for  contract  drilling 
and  well  servicing  (United  Energy  Services  Company),  and 
$18  million  for  bulk  liquids  terminaling  and  natural  gas 
processing  facilities  (Petrounited,  Inc.). 

Cotton's  $225  million  1982  capital  budget  reflects  an- 
other record  year  of  planned  expenditures.  Cotton's  activi- 
ties in  1982  will  be  concentrated  in  the  Anadarko  Basin  in 
western  Oklahoma  and  the  Texas  panhandle;  the  Uinta, 
Washakie  and  San  Juan  Basins  in  the  Rocky  Mountain  area 
of  Colorado,  Utah  and  Wyoming;  and  the  Louisiana  and 
Texas  Gulf  Coast  area. 

United  Gas'  planned  expenditures  of  $138  million  in 
1982  will  help  expand  onshore  and  offshore  gas  supply 
facilities,  maintain  and  reinforce  the  existing  pipeline  sys- 
tem, and  fund  United  Gas'  participation  in  joint  venture  gas 
supply  protects. 

Investments  in  joint  ventures  account  for  $30  million  of 
United  Gas'  1982  capital  expenditure  budget.  Gas  supply 
projects  in  1982  will  include  expansion  beyond  United  Gas' 
traditional  gas  supply  areas  in  the  Gulf  South. 

United  Texas'  planned  1982  capital  expenditures  of  $86 
million  will  be  for  pipeline  system  additions,  new  gas  supply 
facilities,  and  system  reinforcement  and  maintenance. 

In  1982,  United  Energy  Services  plans  to  spend  $22 
million  for  the  purchase  of  additional  well  servicing  rigs  and 
drilling  rigs  and  for  equipment  replacement  and  mainte- 
nance. 

Petrounited  s  planned  1982  expenditures  of  $18  million 
include  expansion  of  its  existing  terminal  facilities  at 
Bayport.  Texas,  on  the  Houston  ship  channel;  and  at 
Sunshine,  La.,  on  the  Mississippi  River  near  Baton  Rouge 
The  budget  also  includes  participation  in  the  construction  of 
a  new  terminal  and  the  construction  of  additional  natural 
gas  processing  facilities. 

(Contact:  Marvin  L.  Brown.  Jr.  at  (713)  237-5373  for 
United  Energy  Resources,  700  Milam,  Houston,  TX  77002) 
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By  Ashby  Bladen 


Observations 


We  need  a  financial  crisis  to  break  the 
back  of  inflation,  but  we  do  not  need  a 
depression,  nor  are  we  likely  to  have  one. 

A  CRISIS,  YES— 
A  DEPRESSION,  NO 


nearly  a  century  earlier,  that  the 
work  and  sacrifice  that  were  re- 
quired to  accumulate  capital  and 
build  a  highly  productive  economy 
had  largely  been  accomplished. 
What  was  needed  now  was  not  sav- 
ings to  finance  productive  invest- 
ment but  a  way  of  stimulating  and 
maintaining  demand  for  the  flood  of 
goods  that  mass  production  could 
provide.  The  result  is  that  for  nearly 
50  years  political  policy  has  exhibit- 
ed a  persistent  bias  against  the  saver 
and  investor,  and  in  favor  of  the 
borrower  and  consumer. 

Academic  Keynesianism  reached 
the  zenith  of  its  popularity  and  in- 
fluence in  this  country  with  the 
New  Economics  of  the  Kennedy  Ad- 
ministration. Now  recessions  were 
not  only  to  be  resisted  but  were  to 
be  totally  eliminated  by  a  judicious 
mixture  of  fiscal  policy  (government 
borrowing  and  spending)  and  mone- 
tary policy  (relatively  easy  credit  for 
all  the  rest  of  us).  And  that,  in  my 
opinion,  is  what  breached  the  last 
barrier  to  endemic  inflation. 

I  believe  that  the  main  reason  for 
the  price  and  financial  stability  that 
the  world  enjoyed  for  a  century  be- 
fore World  War  I  was  not  the  gold 
standard,  or  the  money  supply,  or 
any  sort  of  mechanical  arrange- 
ment. Instead,  it  was  the  fact  that 
borrowing  and  lending  excessively 
were  recognized  as  risky  things  to 
do.  People  who  borrowed  excessive- 
ly could  easily  go  broke,  especially  if 
they  borrowed  for  things  other  than 
productive  real  investments  that 
provide  their  own  means  of  repay- 
ment by  increasing  the  productivity 
of  human  efforts.  People  who  lent  to 
irresponsible  borrowers  were  likely 
to  suffer  severe  losses.  When  the 
New  Economics  proposed  to  keep 
the  economy  running  steadily  at  full 
employment,  it  seemed  that  the 
risk  of  being  in  debt  had  been  sub- 


During  the  last  15  years  I  have  got- 
ten used  to  being  regarded  as  a  fi- 
nancial Cassandra,  and  so  I  am  a 
little  nonplused  to  find  popular  sen- 
timent turning  even  more  bearish 
than  I  am.  For  the  last  one-third  of  a 
century  the  conventional  wisdom 
has  been  that  another  depression  is 
impossible,  or  at  least  wildly  unlike- 
ly. Yet,  during  the  last  six  weeks  or 
so,  newspaper  editorialists,  televi- 
sion news  anchormen  and  similar 
deep  thinkers  have  been  suggesting 
that  we  are  indeed  sinking  into  a 
depression. 

What  has  gone  wrong?  In  my 
opinion,  the  real  world  has  not 
changed  much — most  of  the  trends 
that  are  now  causing  trouble  have 
been  developing  for  20  years  or 
more.  The  main  thing  that  is  new  is 
that  a  decade  and  a  half  of  accelerat- 
ing inflation,  intensifying  financial 
difficulties  and  steadily  rising  un- 
employment have  finally  awakened 
a  suspicion  that  the  world  is  not 
quite  so  simple  as  it  was  made  out 
to  be  in  Economics  101. 

In  a  way,  what  is  happening  now 
is  the  logical  consequence  of  the 
Keynesian  revolution  that  trans- 
formed economics  during  the  late 
1930s  and  early  1940s.  Keynes  as- 
sumed, much  as  Karl  Marx  had 


Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 
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stantially  and  permanently  reduced, 
while  the  risk  of  inflation  had  in- 
creased. The  best  way  to  protect 
yourself  against  the  inflation  ap- 
peared to  be  to  borrow  heavily  in 
order  to  buy  real  things. 

It  did  not  occur  to  the  academic 
economists,  or  to  the  politicians 
who  enacted  their  policy  prescrip- 
tions into  law,  that  there  are  any 
limits  to  the  amount  of  credit  that 
can  be  created.  In  fact,  there  are 
several  limits.  For  one  thing,  econo- 
mists believe  that  the  spending  of  a 
loan  generates  the  income  from 
which  it  can  be  repaid.  To  a  consid- 
erable extent  that  is  true.  But  exces- 
sive debt  formation  also  creates  in- 
flation, and  inflation  causes  lenders 
to  demand  higher  interest  rates  so 
that  debt  service  charges  can  no 
longer  be  covered  easily  by  incomes, 
and  the  creditworthiness  of  progres- 
sively larger  parts  of  the  financial 
system  becomes  doubtful.  What's 
more,  the  rising  trend  of  interest 
rates  causes  the  prices  of  long-term 
debt  instruments  to  decline,  and  at 
some  point  lenders  get  tired  of  the 
constant  losses. 

Today  we  have  reached  the  cri- 
sis point  on  both  counts.  Corpo- 
rate bankruptcies  are  rising  dra- 
matically, and  a  number  of  large 
companies  are  basket  cases  whose 
creditors  have  not  put  them  into 
receivership  mainly  because  it  is 
unlikely  that  then  attachable  as- 
sets can  be  sold  for  enough  to  pay 
off  their  debts.  And  after  a  decade 
and  a  half  of  losses,  both  individ- 
uals and  financial  institutions  are 
beginning  to  rebel  against  making 
new  long-term  loans. 

A  major  crisis  is  clearly  develop- 
ing. It  is  the  one  thing  that  can 
break  the  inflationary  spiral  by  scar- 
ing us  all  back  into  lasting  prudence 
with  respect  to  borrowing  and 
spending.  But  at  this  point  I  am  less 
bearish  than  much  of  so-called  pop- 
ular opinion.  I  do  not  think  there  is 
any  systematic  requirement  for  an- 
other depression.  The  one  worri- 
some aspect  in  that  regard  is  that 
we  have  postponed  financial  trouble 
for  a  decade  and  a  half  by  making 
even  more  inflationary  credit  read- 
ily available  whenever  trouble 
threatened  to  develop.  That  has  fi- 
nally caused  an  inflationary  bubble 
in  house  prices,  and  its  bursting 
may  cause  more  trouble  than  would 
otherwise  be  necessary.  ■ 
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Commodities 


Rational  investors  should  seek  the  highest 
return  consistent  with  lowest  risk  avail- 
able. The  Sharpe  ratio  helps  do  this. 

RISK  VERSUS 
REWARD 


By  Stanley  W.  Angrist 


There  are  many  ways  to  evaluate 
the  merits  of  a  commodity  trading 
system  or  trading  manager.  Most 
traders,  when  evaluating  a  trading 
system,  look  at  the  percentage  of 
trades  profitable,  the  net  profit  gen- 
erated, the  average  profit  of  a  suc- 
cessful trade  and  the  average  loss  of 
a  losing  trade.  More  careful  observ- 
ers try  to  compute  the  maximum 
drawdown — that  is,  the  difference 
between  the  highest  equity  point 
and  the  lowest  following  equity 
point  until  a  new  high  equity  point 
is  made.  All  of  these  measures 
should  be  considered  when  evaluat- 
ing a  trading  system.  But  traders 
have  sought  a  simple  method  to 
generate  a  single  number  that  mea- 
sures risk  relative  to  reward. 

The  Sharpe  ratio  is  that  number; 
it  was  devised  by  Professor  William 
Sharpe  of  Stanford  University.  It  is  a 
means  of  comparing  the  perfor- 
mance of  one  system  or  manager 
with  another  in  an  objective  fash- 
ion. Performance  in  this  context  is 
defined  as  the  most  reward  for  the 
least  risk.  Another  use  of  the  Sharpe 
ratio  is  to  project  future  profitabil- 
ity in  terms  of  statistical  probabili- 
ty. This  technique  is  not  confined  to 
commodity  trading  systems,  but 
may  be  used  in  any  situation  involv- 
ing risk  and  reward. 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  q/'Sensi 
ble  Speculating  in  Commodities. 


True  performance  cannot  be  mea- 
sured without  taking  risk — the  po- 
tential for  loss — into  account.  Wise 
traders  consider  risk  even  more  im- 
portant than  reward.  They  under- 
stand that  when  they  lose  trading 
capital,  they  lose  the  ability  to  take 
the  next  good  opportunity  that  pre- 
sents itself.  It  follows  then  that  ra- 
tional investors  should  seek  invest- 
ments that  have  the  highest  reward 
relative  to  the  lowest  risk.  The 
Sharpe  ratio  of  reward  to  risk  iso- 
lates such  situations;  the  larger  the 
ratio  the  better  the  investment. 

One  starts  the  evaluation  of  re- 


well — and  choppy,  featureless  ones 

In  order  to  quantify  risk  it  is  nec- 
essary to  use  some  elementary  sta 
tistical  techniques,  notably  the 
standard  deviation.  The  standard 
deviation  is  how  far  one  must  go 
from  the  average  to  enclose  68%  of: 
all  the  data  points  in  a  population. 

Risk  management,  as  we  use  it,  is 
a  measure  of  how  variable  past  re- 
turns on  an  investment  have  been 
The  chart  below  shows  two  invest- 
ment programs.  The  performance  of 
System  A  is  characterized  by  a  high 
mean  rate  of  return  but  is  also  high 
ly  variable.  System  B  has  a  lower 
average  rate  of  return  but  is  much 
less  volatile. 

System  A  had  an  average  weekly 
rate  of  return  of  1.6%,  which  trans- 
lated into  an  annual  return  of 
83.2%;  System  B  had  a  1.1%  for  an 
annual  return  of  57.2%. 

The  standard  deviation  of  the 
weekly  rate  of  return  is  calculated 
next,  but  you  don't  have  to  be  a 
statistical  wizard  to  do  it.  Many 
hand-held  calculators  will  do  this 
calculation  for  you  faster  than  you 
can  say  standard  deviation.  System 
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When  less  is  more 


Speculators  using  System  A  may  have  had  a  higher  rate  of  return  on 
average  but  paid  for  it  with  less  sleep  at  night.  Speculators  following 
System  B  had  a  lower  rate  of  return,  had  less  to  talk  about  at  cocktail 
parties,  but  were  exposed  to  considerably  less  risk. 


Percent  return 


ward  to  risk  by  computing  the 
weekly  rate  of  return — that  is,  the 
profit  or  loss  as  a  percentage  of  the 
original  investment.  Weekly  figures 
are  preferred  for  commodity  trad- 
ing, but  monthly  figures  might  be 
adequate  for  securities  calculations. 

No  less  than  30  data  points  or  two 
years  of  data  should  be  employed, 
whichever  is  greater.  Moreover,  the 
data  should  span  both  trending  mar- 
kets— when    most    systems  do 


A  had  a  standard  deviation  of  plus  or 
minus  13.6  percentage  points,  while 
System  B  needed  only  plus  or  minus 
3.5  percentage  points  to  enclose 
68%  of  the  data.  In  order  to  annual- 
ize these  data  it  is  necessary  to  mul 
tiply  by  the  square  root  of  52  (don' 
ask  why).  System  A  had  an  annual 
standard  deviation  of  98.1,  while 
System  B  had  25.3. 

The  final  step  before  calculating 
the  Sharpe  ratio  is  to  compute  some 
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ing  called  the  "excess  return." 
tiat  is,  the  return  over  and  above 
at  which  could  be  earned  risk  free, 
ssumewecanearn  13%  from  T  bills 
ithout  risk,  so  we  must  subtract 
at  amount  from  our  annual  rate  of 
turn.  We  then  divide  the  results  by 
e  annualized  standard  deviation  to 
:t  a  Sharpe  ratio  of  .72  for  System  A 
id  1 .75  for  System  B. 
According  to  the  Sharpe  criterion, 
/stem  A  is  clearly  much  riskier — 
tat  is,  the  extra  rate  of  return  is  not 
fmimensurate  with  the  extra  risk, 
one  divides  System  B's  Sharpe  ra- 
by  System  A's,  one  gets  2.42, 
hich  may  be  interpreted  to  mean 
tat  you  could  use  2.42  times  as 
uch  money  with  System  B  before 
)u  are  likely  to  suffer  the  same 
)solute    dollar    drawdown  you 
ould  experience  with  System  A. 
(Iherefore,  cash  reserves  required  to 
:ade  B  would  be  substantially  less 
tan  those  required  to  trade  A. 
I  The  Sharpe  ratio  can  also  be  used 
)  estimate  a  future  rate  of  return.  It 
tys  there  is  a  68%  probability  that 
fie  annual  rate  of  return  using  Sys- 
m  B  will  lie  between  plus  or  mi- 
ps 25.3  percentage  points  (one 
landard  deviation)  from  the  mean, 
jhat  is,  the  annual  rate  of  return 
las  a  68%  probability  of  being 
jiund  between  17%  and  67%.  Us- 
ig  System  A  would  give  one  a  68% 
Irobability  of  having  a  rate  of  return 
jstween -28%  and  +168%.  Obvi- 
usly,  System  A  is  a  much  bigger 
i  apshoot  than  System  B. 
David  Aronson,  a  longtime  stu- 
;nt  of  risk/reward  ratios,  used  this 
|:chnique  to  calculate  the  Sharpe 
jitio  for  common  stocks  on  a  buy- 
i  id-hold  approach.  He  used  as  his 
ata  base  the  University  of  Chica- 
b's  study  of  securities  prices.  He 
uund  that  for  buying  and  holding 
hocks  from  1926  to  1976  the  Sharpe 
itio  worked  out  to  be  0.41. 
In  his  studies  of  various  commod- 
i  y  trading  systems  and  managers  he 
Imnd  that  in  the  period  since  1970  a 
isciplined  and  diversified  trend-f ol- 
bwing  approach  yielded  a  Sharpe 
itio  of  between  0.50  and  1.10,  de- 
!  ending  on  the  manager,  the  time 
leriod  and  the  group  of  commodities 
j  aded.  He  also  found  that  the  Sharpe 
itio  for   certain  trend-following 
liethods  could  bulge  up  over  2.0  for 
|rief  periods  of  time.  In  general, 
liese  high  ratios  did  not  persist  for 
txtensive  periods  of  time.  ■ 
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performance. 


Fidelity 

Magellan  Funds 
Total  Return:* 


1,213%  past  15  years. 


For  each  of  these  periods  Fidelity  Magellan  Fund  was  one 
of  the  top  20  performers?  *  Even  last  year  —  when  the  stock 
market  was  down  —  the  fund  was  up  16.4%?  In  fact,  there 
was  only  one  fund  in  the  top  20  for  both  the  years  1980  and 
1981:  Magellan.** 

Find  out  more  about  Fidelity's  top  performing  stock  fund. 
And  if  you're  considering  investing  aggressively  for  your 
retirement,  ask  about  using  Magellan  for  your  IRA. 


Hello,  Fidelity. 
I  want  top 
performance 
for  my  IRA'. 


'For  periods  ended 
12/31/81.  These  figures 
update  those  found  on 
page  4  of  the  Fund's 
Prospectus  and  assume 
reinvestment  of  all 
dividends  and  capital 
gains  distributions.  No 
adjustments  have  been 
made  for  tax  considera- 
tions. Market  conditions 
fluctuate  and  these 
figures  are  not  neces- 
sarily representative 
of  future  performance. 
*  'According  to  Lipper 
Analytical  Services, 
Inc.,  which  monitors 
500  mutual  funds. 


n 


Call  Free 
(800)  225-6190 

In  Mass.  Call  Collect 
(617]  523-1919 


™  Fidelity  Over  $13  billion  of  assets  under 
i     Group  management. 

IDELITY 

MAGELLAN  FUND 

P.O.  Box  832,  Dept.  JB041282  21 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 
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FINANCIAL  TAX-FREE 
INCOME  SHARES,  INC. 

A  No-Load  Municipal  Bond  Fund 
seeking  high  levels  of  income 
exempt  from  federal  income  tax.* 

■  No  sales  commission 

■  No  withdrawal  fee 

■  Diversified  portfolio 

■  Complete  liquidity 

■  1,000  minimum  initial  investment 

■  Daily  income  distributed  monthly 

■  Free  reinvestment  option 

■  Exchange  privilege  available 

D\J  Call  or  write  for  free  Prospectus. 

I  ~  In  continental  U.S.,  dial  1/800/525-9831, 

toll-free.  In  Colorado,  call  779-1233,  collect. 
Or  complete  coupon  and  mail  today) 


Financial  Tax-Free  Income  Shares,  Inc. 
P.O.  Box  2040,  Denver,  CO  80201 
Name  


Address 
City  


State 


-Zip 


4-FO-2-050FRA-11 
For  more  complete  information,  send  for  tree  Prospectus 
that  explains  management  tees  and  expenses  Read 
carefully  before  sending  money  or  investing. 
•Income  may  be  subject  to  state  and  local  taxes 


Don't  make 
your  mail 
come  looking 
for  you.  pjp\ 


3      U.S.  MAIL 


Let  everybody 
know 

where  you're  moving  to. 


MEXICAN  INVESTMENTS?^ 

Do  you  have  Mexican  investments  or  bank 
deposits?  interested  in  the  outlook  for  the 
peso?  You  should  be  reading  M EX LETTER. 

For  a  free  copy  write:  MEXLETTER, 
Apdo.  1335,  Mexico,  D.F.,  06000,  Mexico, 
or  call  905-511-5470. 


Ili  M8DELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


Psychology  &  Investing 


In  this  column  you  will  learn  the  secret  oj\ 
how  to  pick  the  markets  bottom.  But  will 
you  have  the  nen^e  to  act  on  it? 

THE  CROWD, 
(TEST  MOI 


By  Srully  Blotnick 


*  11 


Put  ten  investors  in  a  room,  have 
them  talk  about  the  market  for  an 
hour,  and  something  fascinating 
happens.  Interviewed  later,  each 
thinks  he  is  a  contrarian.  Each 
thinks  the  outlook  he  has  on  the 
market  makes  him  painfully  alone. 

Specifically,  if  you  subsequently 
ask  each,  "Who  is  the  crowd?"  the 
answer  offered  by  all  ten  is,  "The 
other  nine."  Ask:  "And  who  is  the 
contrarian  in  the  group?"  There 
isn't  a  moment's  hesitation  about 
the  reply:  "Me.  I'm  the  only  one 
heading  in  the  other  direction, 
against  the  grain."  Ten  contrarians 
out  of  ten! 

Now  how  can  that  be?  How  can 
ten  people  each  be  the  opposite  of 
the  other  nine  when  there  are  only 
two  directions  to  choose  from?  Ob- 
viously, they  can't.  A  better  ques- 
tion, therefore,  is:  "How  can  all  ten 
have  arrived  at  the  belief  that  they 
alone  are  acting  in  a  manner  that  is 
contrary  to  the  other  nine?" 

The  answer  is  very  revealing:  In- 
vestors have  grown  sophisticated  in 
the  last  decade.  They  know  that  be- 
ing part  of  the  mob  rushing  into  or 
out  of  an  investment  is  a  recipe  for 
disaster.  In  fact,  they  know  it  so  well, 
they  have  gone  to  the  other  extreme: 
They  won't  move  unless  they  think 

Dr.  Srully  Blotnick  is  a  research  psy  chologist 
and  author  of  Getting  Rich  Your  Own  Way 
arui  Winning:  The  Psychology  of  Successful 
Investing. 


they  are  moving  against  the  crowd. 

If  they  hear  that  most  investors 
are  bullish,  they  automatically  be- 
come bearish.  Inform  them  that  the 
majority  of  market  participants  are 
bearish  to  the  point  of  reserving 
spaces  for  themselves  on  window 
sills  on  high  floors  and  they  cry 
"Hurrah,  it's  time,"  and  rush  to  call 
their  stockbrokers. 

Listen  to  Peter,  a  machinery  sales- 
man in  Florida.  Four  months  ago,  as1 
the  winter  was  beginning,  he  said 
"There's  just  one  way  to  make  mon- 
ey in  this  market.  Hold  off  till  every- 
body sells,  and  then  get  in  when 
everything  is  dirt  cheap."  Soundsi 
good.  But  where's  the  bottom?  Peter 
waited  a  while  and  finally  came  up 
with  the  answer.  On  Jan.  24,  he  said 
"Boy,  the  pessimism  is  so  thick  out 
there  you  can  cut  it  with  a  knife." 

His  response  to  the  belief  he  had 
arrived  at  was  predictable.  "I'm  i 
buyer  this  week,"  he  told  me  proud 
ly.  "Hell,  I  might  be  the  only  buyer 
around."  The  computer  stocks  were 
down  considerably  from  their  52 
week  highs  at  the  time.  "You  sim- 
ply cannot  lose  on  these  stocks,"  he 
said.  "Where  would  we  be  today 
without  computers?" 

Peter  is  a  persuasive  guy,  but  the 
argument  didn't  sound  convincing 
to  me.  Where  would  we  be  without 
cars?  But  auto  stocks  haven't  gone 
through  the  roof  recently.  Intense 
competition  can  destroy  the  profit 
potential  for  almost  everyone  in  an 
industry,  as  the  airlines  well  know 

'Anyway,  Peter  noticed  that  his 
firm's  computer  came  from  Data 
General  and  decided  to  buy  some. 
"It's  a  bargain  here  in  the  high  40s," 
he  said  excitedly,  and  acquired 
2,000  shares.  As  he  put  it  after  the 
purchase:  "I'm  like  a  catfish,  scav 
enging  the  bottom." 

Some  bottom.  By  mid-March  the 
stock  had  lost  more  than  one-third 
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iof  its  value.  "Holy  cow,"  Peter  said 
this  week,  "I'd  never  have  believed 
it.  I  mean,  it's  never  happened  to 
me.  That's  the  biggest  loss  I've  ever 
! taken  in  so  short  a  period  of  time." 

He  isn't  the  only  one.  John,  who 
works  for  an  electronics  firm  in 
Rochester,  was  certain  that  he  had 
stumbled  on  a  segment  of  the  mar- 
ket that  was  being  overlooked,  so 
much  so  that  an  investment  there 
had  to  pay  off  eventually.  What  was 
it?  The  building  group. 

"Do  you  realize,"  he  asked  confi- 
dently, "that  these  stocks  have  no- 
where to  go  now  but  up?  The  back- 
log of  pent-up  demand  is  growing. 
Sooner  or  later,  there  has  got  to  be  a 
building  explosion." 

Since  John  wasn't  having  much 
luck  forecasting  interest-rate  de- 
clines, he  decided  to  do  what  many 
other  speculatively  oriented  inves- 
tors are  doing  just  now — buying 
highly  leveraged  companies  in  the 
! building  industry. 

He  and  his  friends  took  a  substan- 
tial position  (over  14,000  shares)  in 
;Wickes  Corp.  five  months  ago.  Their 
treasoning:  "This  company  is  in  debt 
up  to  its  eyeballs  but  is  big  enough  to 
hold  on.  It  is  also  in  a  business  that 
ican't  deteriorate  further.  The  worst 
ihas  already  been  seen — on  both 
(fronts:  industry  and  interest  rate." 

A  decline  in  interest  rates,  as  John 
iput  it,  "would  mean  the  company 
would  turn  into  a  gold  mine  over- 
night. Its  debt  would  cost  much  less 
jto  carry,  and  its  business  would 
boom.  I'll  bet  you  I'm  going  to  qua- 
druple my  money  on  this  one." 

I  didn't  bet.  I  watched.  So  far,  un- 
fortunately, all  I  have  seen  John  do 
is  lose  50%  of  his  money,  not  make 
the  300%  for  which  he  is  impatient- 
ly waiting. 

What  relevance  does  any  of  this 
have  for  you?  Peter,  John  and  his 
friends  are  among  the  many  inves- 
tors who  have  gotten  themselves 
I  into  serious  trouble  in  recent 
months  by  attempting  to  call  the 
bottom  of  the  market's  slide. 

How  do  you  avoid  this  kind  of 
mistake,  buying  way  too  early  in  a 
bear  market  (and  its  converse,  sell- 
ing much  too  soon  in  a  bull  mar- 
ket)? The  answer  is  surprisingly 
simple.  I  am  about  to  reveal  to  you 
that  secret.  You  can  make  oodles  of 
money  following  it.  Are  you  ready? 

It  is  this:  Don't  look  at  everyone 
else  and  say:  "Wow,  they're  all 


scared,  it  must  be  time  for  me  to 
buy."  That  was  Peter's  and  John's 
mistake — they  outsmarted  themselves 
by  trying  to  outsmart  the  crowd.  Use  a 
different  approach,  one  that  the 
most  successful  investors  in  my 
sample  have  used  repeatedly  over 
the  years  to  make  handsome  prof- 
its— wait  until  you  yourself  are  scared. 
Whether  we  like  it  or  not,  we  our- 
selves are  part  of  the  crowd  we  are 
trying  to  act  contrary  to.  Unless 
some  of  its  animal  fear  infects  us  as 


individuals,  the  "crowd"  hasn't  yet 
panicked. 

You  will  know  the  bottom  is  at 
hand  when  you  have  that  terrible 
feeling  in  the  pit  of  your  stomach 
that  there  is  no  hope  and  that  the 
Dow  industrials  are  on  their  way 
down  to  500. 

Then,  with  hands  trembling,  dial 
your  broker.  But  make  certain 
you're  so  frightened  you  can  barely 
do  so.  That's  how  you'll  know  the 
market  really  is  bottoming.  ■ 


I 
I 
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The  IDS  Tax-Free  Money  Fund 


...So  You  Pay  Less 
to  the  IRS! 


Looking  for  income  free  from  Federal  income  tax? 
Call  the  TOLL-FREE  number  or  mail  the  coupon  for 
more,  no  obligation  information  about  the  no-load 
IDS  TAX-FREE  MONEY  FUND,  featuring: 

■  Tax-Free  Daily  Income  *  .  .  .  with  effective  yield 
that  increases  as  your  tax  bracket  increases. 

■  A  Sensible  Goal ...  to  maintain  a  Constant  Net 
Asset  Value  of  $1  Per  Share. 

■  Easy  Access  to  Your  Money. 

■  No  Sales  Charges,  No  Redemption  Penalties. 

■  A  High-Quality,  Diversified  Portfolio. 

■  Full-Time,  Professional  IDS  Management. 

'Of  course,  a  portion  may  be  subject  to  some  state  and  local  taxes. 

Mail  the  Coupon  or  Call  1-800-437-4332  .  .  .  That's 

Toll-Free  1-800-IDS-IDEA 


(In  North  Dakota,  Call  COLLECT  612-372-2100). 


IDS,  IDS  Tower,  P.O.  Box  369,  Minneapolis,  MN  55440 

For  more  complete  information,  including  management 
fees  and  expenses,  please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 
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Financial  Strategy 


Will  bad  loans  to  Eastern  bloc  countries 
bring  down  Europe's  banking  system? 

THE  1930S  AGAIN? 


MONEY  &  INVESTMENTS 


By  John  Train 


My  Swiss  banker  friend  took  his 
time  replying  to  my  question, 
which  was:  Do  you  think  the  inter- 
national banking  system  could 
crash?  He  answered  carefully, 
"Well,  things  are  already  happening. 
We're  seeing  a  flight  from  time  de- 
posits into  overnight  money,  and 
from  other  currencies  into  the  dol- 
lar, and  from  corporate  debt  instru- 
ments into  U.S.  Treasuries. 

"I  don't  know  exactly  what  will 
crack  the  banking  structure.  There 
are  all  too  many  bad  credits.  The 
whole  system  is  overstrained.  Po- 
land's only  the  beginning.  Rumania 
is  bad;  Yugoslavia — which  Ameri- 
cans don't  seem  to  know  about — is 
worse.  Then  you've  got  the  famous 
older  problems:  Zaire,  Brazil,  what- 
ever. After  all,  the  famous  'recy- 
cling' operation  ultimately  meant 
lending  the  Arabs'  oil  income  back 
to  countries  that  were  too  poor  to 
pay  for  the  oil.  But  they  still  can't 
pay,  and  you  can  scarcely  go  on 
lending  more  and  more  on  that  ba- 
sis. A  government  can  make  soft 
loans  in  return  for  political  leverage, 
but  not  a  bank.  Bank  loans  have  to 
be  paid  back." 

We  were  sitting  in  the  paneled 
library  of  his  old,  comfortable  house 
on  the  Zurichberg,  looking  out  over 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  The  Money  Masters  and  Dance  of  the 
Money  Bees. 


the  city  of  Zurich.  For  generations 
his  family,  bankers  from  father  to 
son,  had  steadily  and  realistically 
contemplated  Europe  and  the  world 
from  this  vantage  point. 

Where  is  the  point  of  greatest 
weakness  in  the  banking  system?  I 
hoped  he  would  be  more  specific. 

"Well,  that's  a  tough  one.  Austria 
is  badly  involved  with  Eastern  Eu- 
rope. Of  course,  by  our  standards 
the  big  American  money-center 
banks  have  for  a  long  time  been 
operating  on  much  too  thin  an  equi- 
ty base,  and  all  this  makes  it  worse. 
In  Swiss  terms,  Citibank,  to  take  a 
name  at  random,  is  an  overlever- 
aged  institution.  But  your  govern- 
ment wouldn't  just  stand  by  and 
allow  your  banks  to  collapse,  and  in 
practice  the  European  governments 
wouldn't  either." 

Couldn't  the  governments  declare 
a  moratorium  on  depositor  with- 
drawals, as  happened  during  our 
bank  holiday? 

"Yes,  I  believe  they  would.  In  fact, 
there  might  even  be  a  moratorium 
on  all  debt  payment,  including  gov- 
ernment debt.  When  payments 
were  resumed,  the  currencies  would 
have  been  devaluated,  so  really  the 
creditors  would  have  been  cleaned 
out.  We've  had  that  experience  in 
the  past  in  Europe,"  he  added. 

But  would  the  U.S.  do  that,  when 
our  government  can  redeem  its 
Treasury  bills  by  printing  more  mon- 
ey to  pay  them  off?  "It  might  not  be 
very  valuable  money,"  answered  my 
banker  friend.  He  went  on,  suggest- 
ing that  I  had  asked  the  wrong  ques- 
tion: "I  suspect  that  the  first  collapse 
will  come  in  a  place  where  the  cen- 
tral bank  can't  do  much  about  it,  like 
Hong  Kong.  Or  in  a  consortium  bank 
that  nobody  accepts  responsibility 
for:  an  Arab-Canadian  bank  in  Lux- 
embourg, say,  with  bad  loans  to  Bra- 
zil. That  could  start  the  dominoes 


falling.  If  it  weren't  caught,  and  if  an 
important  national  banking  system 
got  into  trouble,  we'd  all  be  in  the 
soup.  Once  a  house  of  cards  falls,  i 
falls  flat." 

What  about  gold? 

"When  the  time  comes,  then 
doubtless  gold  will  be  the  one  thing 
that  works:  It  always  has  been.  Cer 
tainly  nocurrency  will  be  of  interest 
But  in  the  meanwhile,  our  business 
is  lending  for  a  spread,  and  there's 
no  income  from  gold." 

Now  he  was  getting  close  to  an- 
swering my  basic  question,  which 
was:  Are  there  parallels  between 
now  and  the  early  1930s? 

"As  you  know,  there's  a  big  differ 
ence  between  the  situation  today 
and  the  one  50  years  ago,  in  the 
1930s,  when  the  Creditanstalt  col 
lapse  brought  down  the  European 
financial  structure.  The  Creditan 
stalt  itself  is  now  a  governmental 
institution,  and  although  Austria  is 
a  small  country,  its  government  has 
the  will  and  the  power  to  prevent 
the  collapse  of  its  banking  system. 
The  same  is  true  of  almost  every 
other  European  country. 

"Let's  imagine  some  European 
bank  whose  exposure  to  wormy 
loans  in  Eastern  Europe  is  more 
than  its  entire  capital — and  there 
are  several.  Suppose  the  depositors 
get  nervous  and  things  begin  to  fly 
apart.  Management,  hat  in  hand, 
goes  trotting  over  to  the  central 
bank.  'We  have  a  little  problem,  as 
you  may  have  heard, '  they  say. 

"  'Yes,  we  were  expecting  your 
visit,'  the  central  bank  will  reply 
'We're  afraid  there  won't  be  much 
left  for  your  shareholders,  but  of 
course  we  must  protect  the  deposi 
tors!'  The  state  takes  over  the  bad 
loans  and  absorbs  the  loss,  increas- 
ing its  own  budget  deficit,  and  pro- 
voking a  barely  perceptible  increase 
in  its  inflation  rate.  The  currency 
falls  slightly. 

"What  all  bankers  and  finance 
ministers  have  learned  to  the  bot 
torn  of  their  bones  is  that  every 
country's  central  bank  must  inter 
vene  to  protect  the  integrity  of  its 
banking  system,  on  which  all  trade 
depends.  It  may  be  painful,  but  the 
alternatives  are  far  worse." 

So,  I  had  my  answer.  No,  there 
won't  be  another  Creditanstalt,  a 
1930s-like  crash.  Things  will  be  ar- 
ranged. But  at  the  cost  of  some  extra 
inflation  all  around  the  world.  ■ 


■ 
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Value  Line  invites  you  to  try  this... 

STOCK  MARKET 
"NUMBERS  GAME" 

...to  help  you  pinpoint  stocks  best  for  you  now: 


je  Line's  full-page  Reports  on  1700  stocks 
vide  over  ONE  MILLION  NUMBERS, 
pody  we  know  of  gives  you  so  much  data 
:  so  many  stocks.  But  don't  be 
rwhelmed;  the  numbers  are  organized  so 
can  easily  take  only  what  you  need. 


two  most  vital  numbers  to  know  about  any 
:k  are,  we  think,  its  current  Value  Line 
<s  for  . . . 

a)  TIMELINESS,  measuring  its 
probable  price  performance  in  the 
next  12  months  relative  to  all  1700 
stocks  we  cover,  and 

b)  SAFETY,  measuring  its  relative 
price  stability  and  financial  strength. 


not  familiar  with  Value  Line,  you  deserve  to 
see  it  firsthand. 

Updated  Every  Week 


Every  week,  Value  Line's  new  40-page  Sum- 
mary &  Index  presents  up-to-date  ratings  of 
EACH  of  1700  stocks— relative  to  all  the 
others— as  follows: 

a)  Rank  For  Timeliness— from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Safety— from  1  down  to  5. 

c)  Estimated  Yield  in  the  Next  12  Months. 


Price 
Group 

No.  of 

1  or  2  for 
Timeliness 

1  or  2  for 
Safety 

P/E  Ratios 
Under  6 

Yields 
Over  7% 

3-5  Year 
Potentials 
Over  150% 

Stocks 

No. 

% 

No. 

% 

No. 

% 

No. 

% 

No. 

% 

Under  $10 

271 

17 

6% 

2 

1% 

46 

17% 

30 

11% 

144 

53% 

$10  -  $19.99 

613 

110 

18% 

111 

18% 

165 

27% 

193 

31% 

259 

42% 

$20  -  $29.99 

455 

116 

25% 

126 

28% 

139 

31% 

135 

30% 

155 

34% 

$30  -  $39.99 

225 

101 

45% 

73 

32% 

55 

24% 

38 

17% 

89 

40% 

$40  -  $49.99 

82 

27 

33% 

39 

48% 

21 

26% 

11 

13% 

24 

29% 

$50  and  Over 

78 

32 

41% 

39 

50% 

16 

21% 

6 

8% 

22 

28% 

■ank  of  1  is  Highest,  2  Above  Average,  3 
srage,  4  Below  Average,  5  Lowest. 

cently  we  separated  1700  stocks  into  dif- 
ent  price  groups  to  see  how  many  at  each 
ce  level  were  currently  ranked  1  or  2  for 
neliness  and  for  Safety.  We  also  checked  to 
3  how  many  had  P/Es  under  6,  yields  over 
.,  and  3-to-5-year  estimated  appreciation 
tentials  of  150%  or  higher.  The  table  shows 
i  findings. 

e  table  isn't  intended  to  "prove"  any  points 
only  to  give  you  an  idea  of  how  Value  Line 
n  help  you  find  the  stocks  best  for  YOU, 
atever  your  goals  may  be.  There's  nothing 
s  Value  Line.  Maybe  that's  why  nearly 
0,000  people  subscribe.  And  why,  if  you're 


d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years. 


e)  Also  current  price,  P/E  ratio,  Beta,  and 
latest  quarterly  earnings  and  dividends  vs. 
year-ago  figures. 

Plus  Full-Page  Reports 

In  addition  (and  forming  the  "backbone"  of 
Value  Line  service),  each  of  the  1700  stocks  is 
covered  in  a  new  full-page  Report  every  three 
months— including  22  series  of  vital  statistics 
going  back  10  to  15  years  and  estimated  3  to  5 
years  ahead.  About  1 30  new  full-page  Reports 
are  issued  each  week— 1700  every  13  weeks. 


Special  Bonus  Invitation 

This  invitation  will  bring 
you — entirely  as  a  bo- 
nus—Value Line's  2000 
page  Investors  Refer- 
ence Service,  including 
our  very  latest  full-page 
Reports  on  each  of  1700 
stocks  .  .  .  fully  index- 
ed and  loos^-leaf  bound  for  your  immediate 
reference,  a  id  systematically  updated  by  new 
Reports  to  La  issued  in  the  weeks  directly 
ahead. 

We'll  also  send  you,  as  a  bonus,  a  gift  copy  of 
Evaluating  Common  Stocks  by  Arnold 
Bernhard,  Value  Line's  founder  and  research 
chief,  revealing  methods  of  stock  evaluation 
that  took  decades  to  develop. 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money-back 
guarantee)  for  the  next  10  weeks  for  only 
$33— about  HALF  the  regular  rate— if  no  one 
in  your  household  has  subscribed  in  the  past 
two  years. 

CALL  TOLL-FREE: 
If  you  have  Master  Card, 
American  Express  or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

711  Third  Avenue,  New  York,  N.Y.  10017 

Dept  916M01 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$33  to  The  Value  Line  Survey  (limited  once  to 
any  household  every  two  years)  and  send  me 
the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription 
for  $330  and  send  me  the  two  bonuses  listed 
above.  There  are  no  restrictions  with  this  an- 
nual subscription. 

SPECIAL  EXTRA  BONUS 
A  pocket-size  CREDIT 
CARD  LCD  CALCULATOR 
given  to  you  when  you  order 
The  Value  Line  Investment 
Survey  for  one  year. 

□  My  payment  is  enclosed.  □  Please  charge 
to:  D  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  

Account  #  

This  subscription  is  tax-deductible  and  non- 
assignable. (N.Y.  residents  add  sales  tax.) 


Signature 


1 


Name 


Address 


Apt.  No. 


City 


State 


Zip 


REAL  ESTATE 


FLORIDA 

COOUINA  Palm  Beach 

Privately  situated  in  Palm  Beachs 
most  exclusive  neighborhood,  a 
Mediterranean-style  oceanfront 
manor,  designed  in  the  1920s  by  an 
internationally  renowned  architect. 
In  superb  condition,  the  landmark 
residence  boasts  handsome  pecky 
cypress  woodwork,  handpainted 
beamed  ceilings,  and  numerous 
French  doors  opening  to  land- 
scaped grounds  with  heated  pool 
Four  family  bedrooms,  2-bedroom 
staff  wing  and  guest  house.  Price  on 
request.  Brochure  #FB  3-71 

SURFSONG  Gulf  Stream 

Situated  on  lushly  landscaped 
grounds  with  its  own  private  beach 
on  the  Atlantic,  a  handsome  Span- 
ish-style estate,  prestigiously  lo- 
cated opposite  the  Gulf  Stream  Golf 
Club.  Beautifully-appointed  main 
residence  with  surrounding  ter- 
raced pool,  newly-constructed  rec- 
reation building  with  staff  quarters, 
guest  house,  and  two-car  garage 
with  adjoining  guest  cottage 
$1,300,000  Brochure  #FB  3-70 
KEY  WEST  ESTATE  Key  West,  FL 
In  current  operation  as  a  lucrative 
rent-producing  property,  this  su- 
perbly-landscaped estate  boasts  a 
five-apartment.  Victorian-style  resi- 
dence, one-bedroom  cottage,  and 
one-bedroom  frame  house.  With 
some  renovation,  the  estate  could 
be  beautifully  transformed  to  pres- 
tigious private  retreat,  luxury  rental 
complex  or  corporate  vacation  fa- 
cility in  beautiful  and  historic  Key 
West 

$285,000         Brochure  #FB  3-69 

JAVA  HEAD  EAST  Coral  Gables 

Sequestered  on  two  acres  of  serene 
Oriental  landscaping  bordering  the 
Coral  Gables  Waterway,  this  bril- 
liantly-designed estate  is  an  exem- 
plar of  architectural  precision  and 
integrity  Featured  in  national  mag- 
azines, the  Japanese-style  resi- 
dence was  extensively  renovated  in 
1974  through  1981  by  a  noted  archi- 
tect. The  nine-room  interior  is  richly 
accented  by  teak,  cedar  and  ma- 
hogany woodwork,  cypress 
beamed  ceilings  and  custom  Orien- 
tal appointments  throughout. 
$1,900,000      Brochure  #FB  3-67 

SURFSIDE 
Manalapan,  Palm  Beach  County 
Two  deeply  wooded  acres  bounded 
by  the  Atlantic  Ocean  and  Lake 
Worth  provide  the  tranquil  setting 
for  this  handsome  6-room  Contem- 
porary, designed  for  casual  living 
and  easy  maintenance.  A  2-bed- 
room guest  house,  situated  on  pri- 
vate ocean  beachfront,  provides  de- 
lightful  guest  accommodations 
Price  on  request.  Broch  #FB  3-72 

SISTER  KEYS  Longboat  Key 
10  miles  from  Sarasota,  this  80-acre 
estate  comprises  four  wooded 
island  retreats  Offering  superb  de- 
velopment potential,  the  property 
enjoys  close  proximity  to  the  West 
Coast  Intracoastal  Waterway  Ac- 
cessible by  boat  or  helicopter,  the 
islands  afford  unusual  seclusion 
and  privacy.  Easy  access  to 
Sarasotas  airport. 
$1 ,200,000       Brochure  #  FB  3-66 

BAYFRONT 
Palm  Island,  Miami  Beach 

Nestled  on  a  secure  and  private  is- 
land resort  off  of  Miami  Beach,  a 
dramatic  Contemporary  residence 
overlooking  Biscayne  Bay.  Set  on 
lush,  landscaped  grounds  with  an 
elegant  pool  entertainment  center. 
150-foot  private  waterfront  with 
dock,  serviced  by  water  and  elec- 
tricity. 

$1,200,000       Brochure  #FB  3-73 

Sotheby's 

International  Realty 

155  Worth  Ave..  Palm  Beach,  FL  33480 
Telephone  305/659-3555 


\  155 
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REAL  ESTATE 


REAL  ESTATE 


We  Specialize  In 
COLORADO  FARMS  AND  RANCHES 

EVANS  RANCH:  1880  Acres  in  easy  commuting  range  of  Downtown  Denver 
Bordered  by  development  with  100  acres  irrigated,  approximately  500  acres  timber 
land,  several  improvements.  Investors  take  a  look  at  this. 

STAR  RANCH:  (Nebraska  Sandhills  Ranch)  Features  good  improvements,  good 
well  covered  range-land,  good  sub-irrigated  meadows  and  is  a  well  balanced  ranch 
that  will  run  2,000  cows.  It  consists  of  23.480  deeded  acres  and  3.112  acres  of  State 
Land  lease  in  one  block  located  North  East  of  Alliance,  Nebraska. 
PLATTEVILLE  FARM:  360  acres,  V*  mile  control  of  the  South  Platte  River.  300 
acres  irrigated  by  ditch  and  well  water.  Good  improvements,  excellent  location  for 
registered  horse  or  cattle  operation  with  good  calving  grounds. 
STELBAR  RANCHES:  15,500  deeded  acres;  9,480  acres  B.L.M.:  800  acres  State 
Lease.  5,110  acres  irrigated,  126  C.F.S.  Water  rights.  6.400  acre  ft.  of  storage.  The 
ranch  will  run  approximately  1.800  cows  year  around;  all  situated  in  the  famous 
North  Park;  just  12  miles  south  of  Walden.  Priced  less  than  $300.00  per  deeded  acre. 
FRASER  FARM:  400  acres  along  Colorado's  Front  Range,  abundance  of  water,  240 
AC  irrigated  with  40  AC  reservoir  and  Vi  mile  of  river  on  property  plus  excellent 
terms.  In  Larimer  County  Located  in  the  path  of  development. 

For  further  information  on  these  and  other  ranches,  contact: 

ORR LAND  COMPANY 

420  East  58th  Avenue,  Suite  155,  Denver,  Colorado  80216 
(303)  825-1765 


HISTORIC 
MONTANA  RANCH 

The  famous  Blackfoot  River  Valley  only  45  min- 
utes drive  from  Missoula  is  the  location  of  one  of 
western  Montana's  finest  large  ranches.  It  has  the 
potential  to  produce  up  to  1500  animal  units  of 
carrying  capacity  almost  exclusively  on  deeded 
land.  It  lies  along  4  miles  of  the  Blackfoot  River 
and  comprises  the  type  of  real  estate  holdings  that 
many  families  spend  generations  trying  to  ac- 
cumulate, The  purchase  terms  should  be  attractive 
to  financially  qualified  buyers.  Properties  such  as 
this  are  almost  never  available. 
Please  contact  exclusive  agents  for  the  sellers: 

HALL  AND  HALL  INC. 

PO  Box  1924 
Billings  Monlana  59103 
(4061  252-2155 


OCEAN  TRANSPORTATION 


REDUCE  YOUR  INTERNATIONAL 
OCEAN  TRANSPORTATION  COSTS 


EKKO  CHARTERING  CORP. 

16  East  53rd  Street 
New  York.  New  York  10022 
Call  212-980-0707 
(WUD)968175  (RCA)225916 
WORLDWIDE  BROKERS  AND 
CONSULTANTS 


MOOREA, 
FRENCH  POLYNESIA 

Fee  owner  seeks  partner(s)  for  Tahitian 
govt,  approved  20-unit  condo  project. 
Contact:  James  J.  Farrell,  M.D. 
6  Corte  San  Fernando 
Tiburon,  CA.  94920 
(415)  435-2026 


FREE  CATALOG 
Big.  .  .  Free  SUMMER  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 

MANUFACTURES 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter  tells 
you  which  firms  are  looking  for  represen- 
tatives, the  firm's  product  line  and  ter- 
ritories available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington.  Michigan  48024 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATION 

U.S.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
lndustria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


EXECUTIVE 
FINANCIAL  SERVICES 


_ELLER-GRfim_ 

LIFE  INSURANCE  PROBLEMS? 
We  perform  underwriting  miracles 
for  rejected  or  rated  individuals. 

W  ARRF  N  B  ELLI  K  AC!  Nl  V  .  INC 


31313  Nurlhvifslrrn.  Suite  1  1  I 
Farmington,  Michigan  48018 
Telephone   |3I3|  626  8973 


Forbes:  Capital  istTbol® 


COMPUTERS 


# 


INDUSTRIES! 

10% -15%  DISCOUM 
X  OR  MORE 


ON  Ul  NEW 


TRS-80 


by  us oi : 


Brand  New  in  Cartons  Delivered 
State  Sales  Tax  Texas  Residents  Ad 
5%  Sales  Tax.  Open  Mon  Sal  9' 
pay  freight  and  insurance.  No  extra 
for  Mastercard  or  Visa.  Call  us  for 
erence:  Farmers  State  Bank.  Broo 
Texas. 

Orders:  1-800-231-3680 
21969  Katy  Fwy. 
Katy  (Houston).  Texas  77450 
Questions  t.  Inq?  1  -71  3-392-074 
c  1980,  Marymac  Industries,  inc 
Ed  or  Joe  McManus 


CAPITAL  TO  INVEST 


SOLUTIONS  TO 
FINANCIAL  PROBLEM 


Guarantees  from  Prime  Banks 
for  principle  and/or  interest 
Cash  to  open  Escrows 
Tie  up  R  E.  or  Business  Purcha 
Cash  placed  in  bank  account! 
Compensating  Balances  for: 
R  E  Stand  Bys  &  Take-Outs 
Venture  Capital  &  Real  Estate 
Minimum  $150,000 
BROKERS  PROTECTED 
Bancor  Financial  Limited 

567  San  Nicolas  Dt ,  Suite  206,  Newport  Beach.  Q 


PHONE  (714)  640-1633 


COURSES/SEMINARS 
TRAINING  PROGRAM: 


LAW  STUDY  THROUG 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Ex] 
Phone  Toll  Free  800-423-452 
Ca.  residents  phone  800-362-70! 
SOUTHLAND  UNIVERSITl 
Dept.  2 IB       35  N.  Craig  Avi 
Pasadena,  CA  91107 


FORBES 
CLASSIFIED 

is  published  in  the  first  issi 
each  month.  Advertising  c 
ing  date  is  one  month  prei 
ing  date  of  issue. 

Frequency  discounts  a 
able.  Payment  must  acc 
pany  order  unless  from 
credited  agency. 

FOR  ADDITIONAL  INFORMATIt 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIf 

60  Fifth  Avenue/New  York,  NY  1 

(212)  620-2440 


BOOKS 


TO  PROFIT  FROM 
E  NEW  TAX  LAW 


To  boost  your  current  lake-home  pa> 
Lure  your  financial  future''  New  book 
investment  experts  explains  how  to 
lie  most  of  the  new  all-saver  ccrtifi- 
IRAs,  estate  and  gift  tax  windfalls, 
'cd  capital  gains  and  homeowners' 
ovisions  starting  now.  Get  YOU 

Lprofit  from  the  new  tax 

fcy  Joseph  L.  Wiltsee  &  Donna  Sam- 
$5.95.  papcrbacki  at  any  bookstore. 
:r  from: 

I   McGraw-Hill.  Dept.  PL, 
Moor.  1221  Ave.  of  the  Americas, 
New  York,  NY  10020. 


3UY  THE  BOOK 
ORE  YOU  INVEST! 

a  wide  selection  of  books  on  stocks. 

rtions,  commodities,  real  estate,  and 
Irs.  Send  your  name  and  address  for 
hogue: 

The  Financial  Librarian 

P.O.  Box  8547 
iNorthfield,  Illinois  60093 

k  COMPUTERS 


-80 

OUNT 
I  PRICES 


0  Do  It  Yourself"  8  Save  Money 

1  RADIO  SHACK  EQUIPMENT 

AL  COMPUTER  HEADQUARTERS 


0-841-0856  free 


CRO  MANAGEMENT 
!  SYSTEMS,  INC. 

Parcel  Division 
DEPT.  NO  32 
ond  Ave.  S.W.  •  Cairo, Ga  31728 
2-377  7120  Ga  Phone  No. 


:ORBES  BINDERS 


SLIP  CASES 

OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $5.95; 

three  for  $17 

Binders:  $7.50; 

three  for  $21.75 

heck  with  your  name  and 

address  to: 

SE  JONES  BOX  CORP. 

:pt.  FB,  P.O.  Box  5120 

hiladelphia,  PA  19141 

<ECUTIVE  SERVICES 


KTIE  NARROWING 


<TIES  RECUT  &  RESHAPED 
1  the  new  narrower  width — 
5.25  per  tie  4  tie  minimum 
nd  for  free  tie  mailer  or  mail 
:ct.  Satisfaction  guaranteed 
jacket  lapel  narrowing,  $39.95 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  1 1542 
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BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


LOOKING  FOR  A  NEW  BUSINESS?^ 

General  Electric's  "New  Product/New  Business  Digest"  describes  over  500 
products— and  processes  that  are  available  for  acquisition  or  licensing  to  use  or 
manufacture  and  market  yourself. 

Items,  large  and  small,  range  from  new  inventions  and  R&D  spinoffs  to  fully 
developed  and  tooled-up  products  from  a  variety  of  sources:  universities,  R&D  firms, 
Government  agencies,  entrepreneurs  and  major  companies.  You  may  find  the  one 
product  you  need  to  start  your  own  business  or  add  to  your  product  line 

The  Digest  began  12  years  ago  as  an  outlet  for  GE  items  only.  Appropriate  items 
are  searched  out  from  all  sources. 

The  illustrated  8fe  x  11  inch  "New  Product/New  Business  Digest"  contains  67 
pages  and  includes  over  500  items  with  complete  names  and  addresses  tor  your 
direct  follow-up  contact  The  1982  Annual  Edition  is  only  $49.00/copy  ($65  00/copy 
overseas).  Only  prepaid  orders  are  accepted.  NY  State  residents  add  sales  tax. 

General  Electric  Company  •  Business  Growth  Services 
120  Erie  Blvd..  Room  156  •  Schenectady,  N  Y.  12305  USA 

GENERAL®  ELECTRIC 


BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
Call  collect. 

Motels 

$55.0OO-$9l5.O0O 

Campgrounds 
$65.00O-$450.(XX) 

Bars 
$23,2O0-$395.(K)O 

Liquor  Stores 
$80.0OO-$275.0O0 
Restaurants,  Cafes,  Lounges 
Specialty  &  Fast  Food 
$25.OOO-$520,00O 

AFFILIATED  BUSINESS 
CONSULTANTS 

3ox  6358,  Dept.  F,  Co.  Spgs.,  Co  80934 
(303)630-8188,  Ext.  14 
No  fee  to  buyer  involved 


1-800-327-6970 

Facts  About  U.S. 
Oil /Gas  Lease  Program: 

•  Over  $4,800,000  worth  of 
leases  awarded  to  FRC  clients 
in  past  180  days. 

•  Never  before  has  FRC  put 
such  a  premium  on  valuable 
federal  lease  rights 

•  100%  Tax  Deductible 
Updated  Complimentary  Brochure 


FRC,  131  State  Street,  "930 
Boston,  MA  02109 


I  HOME  IMPORT  

MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  spare/full 
time  project.  Deal  direct  with  over- 
seas suppliers.  Newest  products  at 
fraction  U.S.  cost.  Up  to  500% 
profit.  No  product  investment. 
Famous  world  trader  starts  you. 
Write:  Mellinger,  Dept.  R1594 
Woodland  Hills,  CA  91367 


You  Can  Make  Money  With 
The  Arabs 

They  have  money  to  buy  and  invest  in  prod- 
ucts equipment,  business  ventures,  real  es- 
tate. One  transaction  can  make  you  inde- 
pendent for  the  rest  of  your  life.  TOP 
FINDERS  FEES  PAID.  FREE  REPORT. 
International  Middle  East  Assoc.,  Dept. 
FB-4,  8291  Flaxman  Dr.,  Huntington 
Beach,  CA  92646. 


IS  YOUR  BUSINESS 
FOR  SALE? 

For  a  confidential  interview 
to  buy  or  sell  a  business 
anywhere  call  your  nearest 

NATION-LIST 


Independent  Associated 
Licensed 
Business  Brokers 
in  major  cities  coast  to  coast 
or  call 
1-800-525-9559 
Sales  -  Mergers  -  Acquisitions 


EXECUTIVE  GIFTS 


America's 
LOWEST 
PRICES!  v& 

Apple  2  Plus,  48K.  .    .   XJ*-1  $1099.00 

Apple  3.  128K   2899  00 

Hewlett-Packard  41CV  259.95  41C  199.95 
Hewlett-Packard  85,  Computer  1985.00 
Te«ai  Instrnm  NEW  99/4A  computer        369  95 

Texas  Instrmts  59    179  95 

PC  I00C  157.95 

ATARI  48K  Computer   799.95 

ATARI  Video  Game  146.95 

Mattel  Horse  Race  Analyzer.  Re  $125.00,  23.95 

Mattel  Intellivision  2609    234  95 

Casio  Calc.  Watch  C  90  (30  more  modelsl    37  95 
Seiko  Watches/400  mods,  to  choose  from    69  9  5  &  III 
LCD  Pen  Watch/5  lunct/stnd  refill    .    .  14.95 
Olympic  Sales  Company  •  216  So.  Oxford  Ave. 
Los  Angeles.  CA  90004  •  Telex  67  34  7  7 
TOLL-FREE  (800)  421-8045  (outside  Calif) 
ln213Atea  Code  (213)  739  1130 
In  Calif.  800  252  2163  Request  oui  Catalog 


SPORTFISHING  VACATIONS 


Angling  Accommodations  jjfirr 
Alaska's  premier  fishing  lodge  invites  you  to 
vacation  with  us  and  experience  the  world's 
most  exciting  fishing. 

(907)  248-1714  P.O.  Box  6349 

Anchorage.  Alaska  99503 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine.  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy.  Visit  pictur- 
esque villages  and  chateaus.  In- 
dividuals or  charter  group  (max- 
imum-12)  Paris  pickup.  HORI- 
ZON, 215  N  75th,  Belleville,  IL 
62223,  800-851-3448 


EXECUTIVE  GIFTS 


Mwnpicn  Mail,  £td. 


THE  CORPORATE  COLLECTION 

Hampton  Hall  Ltd. ,  the  leading  manufacturer 
of  corporate  neckwear,  will  design  a  handsome 
tie  and  scarf  for  your  company,  club,  or  school. 

Add  to  this  a  leather  bound  wallet  and  a  belt  of 
the  same  mobf  and  you  have  the  Hampton  Hall 
corporate  collection. 

Custom  designed  tote  bags  and  hats  are  also 
available.  For  addibonal  informahon  and  bro- 
chure, please  call  or  write: 

HAMPTON  HALL  LTD., 
51  East  42nd  St.  (at  Vanderbilt  Ave  ) 
New  York,  New  York  10017 

(212)687-5810  neo, 


SPORTFISHING  VACATIONS 


FISH  OUR 

ALASKA! 

For  the  best  of  Alaska's 
famous  sportflshlng,  plan 
your  trip  now!  We  can  help 
put  you  in  the  "hot  spots" 
—at  a  time  that's  right  for 
you. 

Choose  from: 
Alaska's  finest 
sportfishing  lodges 
Live-aboard  charter 
yachts 

Fly-out  packages 
Write  for  free,  full-color 
Alaska  fishing  guide,  or  see 
your  travel  agent. 

Call  toll-free 
1-800-426-0603 

In  Washington  State,  call 
206-625-9600 


ALASKA 
SPORTFISHING 
PACKAGES 


1500  Metropolitan  Park  Bldg  ,  Dept  FB  F2 
Olive  Way  at  Boren  Avenue  .Seattle,  WA  98101 


NAME 


ADDRESS 


CITY 


STATE  ZIP 


A  Division  of  Alaska  Tour  and 
Marketing  Services,  Inc. 
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who  is  somebody  in  busines 
who  does  not  read 
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Flashbacks 


I  "The  more  things  change. . .  ." 
litems  from  past  issues  of  Forbes 

sty  years  ago  in  Forbes 

I  on  the  issue  of  April  15,  1922) 

he  period  of  price  declines  that  be- 
i  more  than  a  year  ago  is  practically 
led,  in  the  judgment  of  government 
icials  who  study  economic  causes 
1  influences.  Rising  wholesale 
ces  lead  them  to  predict  that  food, 
thing,  and  other  necessities  will 
■t  more  during  April,  May  and  June, 
its,  in  their  opinion,  are  going 
/vn  in  the  face  of  a  movement  that 
i  the  earmarks  of  a  nationwide 
lding  boom." 

>ix  days  shalt  thou  labor/  decrees 
:  Fourth  Commandment.  Henry 
d  has  discarded  this  Command- 
nt  by  adopting  a  five-day  working 
ek  in  his  factories.  When  Ford,  years 
),  adopted  the  eight-hour  day,  pro- 
;tion  increased.  He  believes  that  by 
ing  his  workers  two  full  days'  rest 
:h  week  production  will  again  in- 
iase.  His  men  are  to  work  only  40 
ors  a  week.  As  the  daily  rate  of  pay  is 
:  being  raised  his  new  plan  means 
Lt  those  drawing$6  a  day  willget  only 
)  a  week  instead  of  $36. 
'How  many  working  hours  a  week 
!»est  for  all  concerned?  New  England 
tile  manufacturers  are  trying  to  en- 
ce  a  54-hour  week,  thus  going  on 
|  opposite  track  from  Ford.  The 
spy  medium  probably  lies  some- 
:ere  between  the  five-day  week  of 
hours  and  the  six-day  week  of  54 
urs;  44  hours  is  coming  to  be  more 
lely  recognized  as  standard." 

he  truth  about  anthracite  [coal]  is 
"dually  coming  to  the  surface.  Oper- 
Irs  have  set  out  half-heartedly  to 
luce  wages,  asserting  that  miners 


are  overpaid.  And  the  miners  have 
enthusiastically  offered  to  prove  that 
profits  are  inflated,  cost  statements 
inexact,  deceptive,  and  in  many  cases 
untruthful;  that  payrolls  are  padded 
with  relatives  of  the  owners  and  with 
politicians;  and  that  the  anthracite 
fields  of  Pennsylvania  are  still  reeking 
with  petty  graft." 

Fifty  years  ago 

(April  15,  1932) 

"Has  sturdy  Americanism  decayed, 
died?  Have  we,  descendants  of  dough- 
ty, self-reliant  pioneers,  become  a  race 
of  backboneless  leaners,  of  suppliant 
dependents? 

"What  do  we  see  all  around  us?  We 
see  state  after  state  trooping  hat-in- 
hand  to  the  federal  government.  We 
see  High  Finance  spoon-fed  from  the 
federal  Treasury.  We  see  Big  Business 
sheltered  behind  an  unconscionable 
tariff  wall.  We  see  agriculture  soaking 
up  untold  millions  of  federal  pap, 
without  finding  one  iota  of  real  relief. 
We  see  the  railroads  applying,  and  not 
in  vain,  for  multiplying  millions  of 
taxpayers'  money.  We  see  banks  that 
forfeited  public  faith  ladled  out  cash 
galore  from  the  cavernous  golden  cis- 
tern you  and  I  are  compelled  to  fill. 

"Business  in  the  days  of  its  opulent 
self-sufficiency  demanded  'less  gov- 
ernment in  business.'  What  do  we  see 
today?  We  see  a  procession  of  indus- 
tries to  Washington,  clamorous  for 
more  government  in  business,  clam- 
orous for  government  aid,  clamorous 
for  government  protection." 

— Editor  B.C.  Forbes 

"Prices  of  farm  products  are  due  for  a 

rise.  That,  at  least,  is  the  opinion  of 
the  International  Harvester  Co.  Since 
late  in  March,  it  has  been  extending 
credit  to  farmers  on  the  basis  of  a 


•  leaders  of  the  great  1922  coal  strike,  especially  John  L  Lewis  (standing),  were  to 
ome  the  founders  of  the  C.I.O.  and  the  rebuilders  of  the  U.S.  union  movement, 
ond  from  the  left  is  United  Steelworkers  founder  and  first  head  Philip  Murray.  At 
extreme  left  is  William  J.  Brennan,  father  of  the  Supreme  Court  justice 


Edited  By  Dero  A.  Saunders 

premium  price  for  wheat,  corn  and 
cotton;  and  some  competitors  have 
followed  its  lead.  Farmers  growing  53- 
cent  wheat  can  get  70  cents  worth  of 
credit  for  it,  34-cent  corn  will  bring 
credit  for  50  cents,  and  6V2-cent  cot- 
ton can  be  used  as  the  basis  of  8V2 
cents  worth  of  credit  toward  buying  a 
tractor,  thresher,  or  combme.  Notes 
must  mature  in  1932,  and  they  can  be 
for  no  more  than  40%  of  the  purchase 
price.  ...  If  prices  don't  rise,  the 
company  stands  the  loss." 

"Passenger  cars  selling  for  $1,000  or 
less  accounted  for  85.5%  of  all  sales 
last  year,  and  an  even  greater  share  of 
the  total  business  is  expected  to  go  to 
that  price  class  this  year.  Buyers  have 
been  stepping  down  to  spend  less 
money  since  1928,  and  the  dollar  out- 
lay for  transportation  is  becoming  a 
major  factor  in  car  purchase." 

Twenty-five  years  ago 

(April  15,  1957) 

"Should  the  ordinary  investor  consid- 
er putting  money  in  one  of  the  no- 
loading  charge  mutual  funds?  Cer- 
tainly for  anyone  interested  in  mutual 
funds  this  little-publicized  fringe  of 
the  business  is  well  worth  a  look. 
These  funds,  which  do  not  charge  the 
investor  the  usual  7% -8%  'loading 
fee'  [i.e.,  buying  commission),  offer,  or 
seem  to  offer,  a  low  cost  way  to  get 
management  and  diversification  fea- 
tures of  mutual  funds.  ...  In  total  size 
they  are  impressive  enough,  though 
hardly  a  major  factor.  They  number 
only  a  baker's  dozen  out  of  the  200  or 
so  mutual  funds.  Their  assets  total 
perhaps  $200  million,  just  over  2%  of 
the  mutual  fund  industry's  $9  billion 
in  assets." 

Forbes'  rather  gingerly  approval  of 
the  no-loads  turned  out  to  be  amply 
justified.  By  early  1982  the  no-loads 
enjoyed  some  $14.5  billion  in  assets, 
or  26.7%  of  the  industry's  $55.3  bil- 
lion total;  and  Forbes'  most  recent 
mutual  fund  survey  (Aug.  31,  1981) 
listed  118  well-established  no-loads, 
18  of  them  with  assets  exceeding  the 
entire  no-load  group  in  1957. 

"Savers'  dollars  are  being  vied  for  ar- 
dently by  bankers  in  these  days  of 
tight  money.  So  many  building  and 
loan  societies  are  upping  their  inter- 
est rates  to  3lA%,  and  numerous 
banks  are  giving  gifts  to  new  deposi- 
tors, as  well  as  opening  earlier  and 
closing  later." 
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And  April's  in  the  west 
wind,  and  daffodils. 
John  Masefield 


We  should  expect  the  best 
and  the  worst  from  mankind, 
as  from  the  weather. 
Vauvenargues 


People  seem  not  to  see 
that  their  opinion  of  the 
world  is  also  a  confession 
of  character.  We  can  only 
see  what  we  are;  if  we 
misbehave,  we  suspect  others. 
Ralph  Waldo  Emerson 


You  cannot  dream  yourself 
into  a  character;  you  must 
hammer  and  forge  one  yourself. 
James  A.  Froude 


To  conquer  oneself  is  the 
best  and  noblest  victory. 
Plato 


No  man  can  climb  out 
beyond  the  limitations 
of  his  own  character. 
Robespierre 


It  has  amazed  me  that  the 
most  incongruous  traits 
should  exist  in  the  same 
person  and,  for  all  that, 
yield  a  plausible  harmony. 
Somerset  Maugham 


Nine-tenths  of  the  people 
were  created  so  you  would 
want  to  be  with  the  other  tenth. 
Horace  Walpole 


The  individual  has  a  strong 
desire  to  become  himself; 
given  a  favorable  psychological 
climate  he  drops  the  defensive 
masks  with  which  he  has  faced 
life,  and  begins  to  discover 
and  to  experience  the  stranger 
who  lives  behind  these  masks — 
the  hidden  parts  of  himself. 
Carl  R.  Rogers 


Thoughts 

on  the  Business  of  I  Jfe 


All  business  is  really  the 
art  of  pleasing,  and  only 
the  man  or  woman  with  the 
right  kind  of  personality 
can  please.  Personality 
goes  to  the  root  of  a  person. 
A  24-carat  personality 
carries  with  it  all  the 
qualities  that  make  up 
the  finest  type  of  manhood. 
We  cannot  wear  the  right 
kind  of  personality  and  be 
the  wrong  kind  of  person. 
B.C.  Forbes 


Assume  a  virtue, 
if  you  have  it  not. 
William  Shakespeare 


Men  are  valued  not  for 
what  they  are,  but  for 
what  they  seem  to  be. 
Edward  Bulwer-Lytton 


Let  each  of  us  become  all 
that  we  are  capable  of  being. 
Thomas  Carlyle 


A  man  who  trims  himself 
to  suit  everybody  will 
soon  whittle  himself  away. 
Charles  Schwab 


If  you  are  centered  in 
yourself,  you  are  a  problem; 
if  you  are  centered  in  God, 
you  are  a  person. 
E.  Stanley  Jones 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a 
574-page  book  at  $12.95.  Send  check  and 
order  to:  Forbes  Inc..  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  appropriate  sales 
tax  on  New  York  State  orders. 


Sweet  spring,  full  of  sweet 
days  and  roses,  a  box  where 
compacted  sweets  lie. 
George  Herbert 


The  art  of  pleasing 
consists  in  being  pleased. 
William  Hazlitt 


Every  man  is  the 
painter  and  the  sculptor 
of  his  own  life. 
Saint  John  Chrysostom 


Every  man  has  in  himself  the 
continent  of  undiscovered 
character.  Happy  is  he 
who  acts  the  Columbus  to 
his  own  soul. 
James  Stephen 


Only  the  shallow 
know  themselves. 
Oscar  Wilde 


A  Text . . . 

Mark  the  perfect  man, 
and  behold  the  upright: 
for  the  end  of  that  man 
is  peace. 
Psalm  37:37 


Sent  in  by  Ron  Garrett,  Hamilton,  Ohio. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


The  reasonable  man  adapts 
himself  to  the  world.  The 
unreasonable  one  persists 
in  trying  to  adapt  the 
world  to  himself.  Therefore, 
all  progress  depends  on 
the  unreasonable  man. 
George  Bernard  Shaw 


I  begin  to  find  that  too  good 
a  character  is  inconvenient. 
Walter  Scott 
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Risk.  Its  real  size  depends  on  your  perspective. 

Are  the  risks  that  your  business  faces  as  big  as  you  think?  The  specialists  at 
Corroon  &  Black  will  tell  you— and  show  you  how  to  prevent  risk.  For  the  risks 
that  are  manageable,  our  sophisticated  techniques  help  forecast  losses,  measure 
appropriate  retention  levels,  and  let  us  show  you  the  best  way  to  finance  your  risks. 

It's  an  innovative,  professional  approach  you'd  expect  from  one  of  the 
world's  top  business  insurance  brokers.  So,  contact  us.  We'll  help  cut  your  risks 
down  to  size. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York.  N  Y.  10005  •  212-363-4100 


Nationwide  , 
taste  tests  prove  it! 
Windsor  Canadian 

beats  VO.! 


Five  hundred  serious  Canadian  W 
drinkers  coast-to-coast  just  compared  Windsor 
Canadian  to  the  higher-priced  Seagram's  VO. 

Windsor  was  preferred. 

So  try  a  sip  of  Windsor  and  a  sip  of  V.O.  and 
prove  to  yourself  what  the  taste  tests  just  proved 

With  Windsor,  you  can't  beat  the  taste. 
And  you  sure  can't  beat  the  price. 

WIND 

ONE  CANADIAN  STANDS  ALONE 

CANADIAN  WH,SKV-A  BLEND  •  80  PROOF  .  IMPORTED  AND  BOTTLED  BV  THE  WINDSOR  DISTILLERY  COMPANY  NEW  YORK  N  Y  ©,982  NATIONAL  DISTILLERS  PRODUCTS  CO 


executive  health 

the  report  that  briefs  you  on  what  to  watch 

©WORLD  COPYRIGHT  RESERVED  1982  BY  EXECUTIVE  HEALTH  PUBLICATIONS 

Volume  XVIII,  Number  6  •  March,  1982  •  P.O.  Box  589,  Rancho  Santa  Fe,  Calif.  92067  •  Area  714:756-2600 


An  end  to  nonsense! 


THE  TRUTH  ABOUT  THE  RIGHT  DIET  AND 
EXERCISE  TO  LOSE  WEIGHT  SAFELY  AND 
STAY  SLENDER  FOR  LIFE  (updated) 

PUBLISHER'S  NOTE:  Some  years  ago,  we  published  a  report  on  "An  end  to 
nonsense!  The  truth  about  the  right  diet  and  exercise  to  lose  weight  safely  and 
stay  slender  for  life."  Unfortunately,  the  nonsense  goes  on — with  "crash  diet" 
following  "crash  diet,"  promising  much  but,  at  best,  useless  for  permanent,  healthy 
weight  loss  and,  at  worst,  dangerous  to  health.  The  validity  of  what  we  published 
earlier  has  been  underscored  by  the  latest  research  which  has  also  contributed 
added  evidence,  details,  and  guidance.  And  we  bring  you  this  updated  report 
convinced  that  if  you're  carrying  too  much  weight,  you  will  find  the  facts  and 
guidelines  presented  here  very  much  worth  attention. 


Among  recent  scientific  findings  about  obesity  is  a 
striking  one  by  Harvard  Medical  School  researchers. 
It  throws  light  on  why  some  people,  unhappily,  gain 
weight  more  easily  than  others. 


Picture  it  this  way:  On  every  cell  membrane  in  your 
body  sit  several  pump-like  systems.  Busily,  they  pump 
sodium  out  and  potassium  into  the  cells  and  do  other 
jobs  such  as  power  the  uptake  of  nutrients  in  the  gut 


Sir  Ferguson  Anderson,  O.B.E.,  M.D., 
F.R.C.P.  (Scotland),  Emeritus  Professor 
of  Geriatric  Medicine,  University  of 
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A  faster  Forbes  . 

With  this  issue  we  start  using  a  new  system 
for  our  computer  typesetting  operation.  It 
will  shorten  the  time  that  elapses  between 
setting  an  article  and  getting  it  to  the  print- 
er— from  about  6  hours  to  IV2.  Our  typeset- 
ting is  done  in-house  under  the  direction  of 
James  Cianelli,  44,  who  for  my  money  is  the 
smartest  guy  in  the  business.  Jimmy,  whose 
father  is  a  retired  coal  miner  and  who  himself 
never  went  to  college,  got  to  be  a  whiz  with 
the  high-powered  equipment  and  computer 
software  entirely  on  his  own  initiative  and 
intelligence.  He  came  to  us  from  Newsweek  in 
1969  and  has  just  been  appointed  our  Direc-  jimmy  Cianelli 
tor  of  Photocomposition. 

Forbes  is  printed  by  World  Color  Press  in  Effingham,  111.  To  get  the 
type  from  New  York  to  Illinois,  we  use  a  modem  (which  transmits 
computer  data  by  phone  lines).  Now  a  page  transmits  in  less  than  a 
minute,  versus  about  four  minutes  before. 

We've  also  changed  typesetting  equipment.  Our  old  Variable  Input 
Phototypesetter  could  do  80  lines  a  minute;  it  photographed  an  image 
of  each  character  to  be  printed.  Our  new  Linotron  202N  can  do  800 
lines  a  minute;  it  "paints"  each  character  with  an  electron  beam.  This 
cuts  our  typesetting  time  from  about  9  hours  to  about  90  minutes. 
The  new  system,  like  so  much  else  in  our  computer-oriented  world,  is 
a  real  humbler  to  those  of  us  trained  to  nothing  more  technical  than 
the  electric  typewriter.  Thank  goodness  for  somebody  as  talented  and 
proficient  as  Jimmy  Cianelli  to  show  us  how. 

The  mules  weren't  air-conditioned 

Much  of  the  U.S.  press  continues  its  relentless  campaign  against 
Reaganomics — ignoring  that  the  tax  cuts  haven't  even  happened.  My 
favorite  newspaper  recently  reported  from  a  farming  town  in  Texas 
where  the  locals  assured  the  writer  that  things  were  as  bad  as,  or 
worse  than,  during  the  Great  Depression.  One  of  them  was  doing  his 
complaining  from  the  air-conditioned  cab  of  his  tractor;  he  had  to  turn 
his  radio  down  to  be  heard.  Reporters  are  writing  about  "depression" 
who  haven't  the  foggiest  notion  what  the  Great  Depression  was  like. 
Forty  acres  and  a  mule,  anyone? 

How  impotence  leads  to  aggression 

If  you  are  wondering  what  drove  Argentina's  junta  to  international 
piracy  in  the  South  Atlantic,  go  back  and  read  (or  reread)  Forbes' 
interview  with  that  nation's  Minister  of  Economics  (As  I  See  It,  Mar.  1 ). 
We  told  how  badly  Argentina's  economy  has  been  mismanaged.  Now 
our  man  in  South  America  telexes  that  the  same  Buenos  Aires  mob 
that  cheered  the  Falkland  Islands  seizure  on  Friday  had  been  clubbed 
by  riot  police  on  Wednesday  when  it  tried  to  protest  the  government's 
economic  policies.  "If  the  Argentinians  are  humiliated  by  the  British 
fleet,  the  government  will  be  overthrown,"  he  predicts. 

Sorry  I  asked 

I  recently  chewed  out  a  young  reporter  for  using  "senior  citizens"  in  a 
manuscript.  What  was  wrong  with  simply  saying  "over  65s"?  The 
manuscript  came  back  with  "senior  citizens"  scratched  out  and  "over 
55s"  substituted.  At  my  age,  I'm  sorry  I  asked. 
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I  Kodak  announces 
mass  production 
reproduction. 


Introducing  the  Kodak  Ektaprint  250  dupli- 
cator. It's  Kodak's  newest,  fastest,  most  talented, 
most  productive  duplicator. 


©Eastman  Kodak  Company.  1982 


"~l 


Do  you  need  a  Kodak  Ektaprint  250  duplicator? 
Answer  these  questions  and  see. 


□  1 .  New  automatic,  single-pass,  full-speed, 

2-sided  copying. 

□  2.  Collated  sets  at  full  duplicator  speed. 

□  3.  Six-position  stapling  at  full  duplicator  speed. 

□  4.  New  automatic,  in-line,  cover-sheet 

insertion. 

□  5.  New  94%  reduction,  plus  77%  and  64% 

reductions  and  true  1:1. 

□  6.  New  advanced  image-tone  control  for 

superior  results  from  a  variety  of  originals. 

□  7.  New  computer  control  for  increased  operat- 

ing ease  and  uptime. 

□  8.  New  preset  controls  for  complex  jobs.  Inter- 

rupt for  anything  you  wish .  Then  return  to  the 
basic  program. 

□  9.  New  high-volume  efficiency— all  functions 

in-line. 


How  many  copies  do  you  make  per 
month?  


What  copiers/duplicators  do  you 
have  now?  


Here  are  my  answers.  Please 

Zl  Have  a  representative  call. 
Zl  Send  information. 

Name  


Title_ 


Company. 

Address  

City  


State_ 


_Zip_ 


Telephone. 


L_. 


Eastman  Kodak  Company,  CD2371 ,  Rochester,  NY  14650 


.J 


Chew  the  fat  fd 

orfelex  th<i 


$3.69 


"No  operator.. .keep  trying. ..I'll  wait.. .George?  Finally  got 
you.. .I'm  fine,  George... uh-huh...Golf?  Haven't  been  out 
this  year.. .No,  weather's  been  okay.. .just  too  busy.  Say, 
George,  here's  why  I  called.  Regarding  our  order  for 
200  units  of  model  44B...44B...B,  not  D...B  as  in 
Baker  . .44B.  We  simply  must  have  it  on 
hand  by  the  25th  of  this  month.  Okay... 
well,  find  out.  Check  on  it  and  advise 
me  when  and  how  the  order  was 
shipped.  That's  iL.how're  things? 
You  don't  say.  Hold  it.. .I've 


already  heard  that  one. 
but  here's  one  I'll  bet  you 
haven't  heard..." 


0  * 


Ever  notice  how  a  short  phone 
request  often  turns  into  a  long  exchang 
of  pleasantries? 

That's  precisely  why  the  average 
long-distance  business  call  lasts  seven 
minutes.  And  why  American  business 
pays  a  small  fortune  in  long-distance 
phone  bills. 

That  seven-minute  call  between 
New  York  and  Los  Angeles,  for 
example,  would  cost  $3.69,  including  all 
guffaws.  But  with  Telex  you  can  cut  the 
fat  and  deliver  the  meat  of  your 
message  for  a  fraction  of  the  cost. 

How  much?  Try  34%  cents.  That's 
right.  Only  34%  cents  for  a  one-minute 
message  (66  words)  anywhere  in  the 
contiguous  U.S. 

Telex 
puts  it  in  writing. 

A  Telex  message  also 
prevents  mistakes  due  to  poor 
spoken  instructions.  Mistakes 
^  that  can  cost  you  money.  Think 
what  this  means  when  quoting 
prices,  delivery  dates  and 
shipping  instructions.  Anything 
that's  too  important  to  lose  in 
a  stream  of  gab. 


3.69, 

ads  for  3W. 


Telex 
always  gets  through. 

Say  you  want  to  reach  someone 
who  doesn't  yet  have  the  pleasure  of 
knowing  you.  Which  do  you  think  would 
get  more  attention— a  cold  call  or  an 
urgent  Telex  message?  Or  look  at  it  this 
way:  A  Telex  message  won't  put  you  on 
"hold."  And  you'll  never  hear,  "He's  not 
at  his  desk."  A  Telex  message  always 
gets  through.  Even  when  you  can't. 

|  Reach 

business  anywhere. 

Telex  links  you  instantly  to  customers, 
prospects  and  suppliers  around  the  globe. 
Western  Union's  integrated  network  is 
140,000  strong,  and  there  are 
more  than  1.5  million  Telex 
terminals  overseas.  And  to 
reach  those  who  don't  have  a 
Telex,  use  your  terminal  to 
send  a  Mailgram®, 
Telegram  or  Cablegram 

For  our  free 
booklet,  "What  every 
executive  should  know 
about  Western  Union's 
i  Telex  network,"  Telex 
us  at  642-491.  Or  write 


Tom  Mathai,  Vice  President,  Office 
Message  Services,  Western  Union, 
One  Lake  Street,  Upper  Saddle  River, 
NJ  07458. 


Western  Union's  Telex 

The  most  underpriced 
message  service  in  the  world. 


Trends 


Look  out,  Merrill  Lynch 

Merrill  Lynch's  "cash  management 
account" — a  combination  mutual 
fund/money  market  fund/credit  card/ 
checking  account  catchall — has 
sparked  similar  creations  in  other 
Wall  Street  houses,  and  in  June  will 
face  the  biggest  imitator  of  all,  the 
mighty  American  Express/Shearson 
combination.  American  Express'  new 
Financial  Management  Account  will 
be  sold  initially  through  its  Shearson 
brokerage  subsidiary  but  no  doubt 
will  also  be  offered  before  too  long  to 
the  company's  10  million  credit-card 
holders,  a  marketing  base  that  dwarfs 
even  Merrill  Lynch's.  (The  big  broker 
has  620,000  CMAs  and  a  total  client 
list  of  more  than  3.5  million.)  Shear- 
son's  package  will  have  a  minimum 
requirement  of  $25,000  in  a  money 
fund,  securities  or  cash.  (ML's  floor  is 
$20,000.)  In  exchange,  the  investor 
gets  a  checkbook,  an  American  Ex- 
press Gold  Card  (charges  will  be  paid 
by  cash,  money-fund  holdings  or  a 
margin  loan)  and  card  access  to  1 1,000 
banks,  plus  hotels  and  airlines.  The 
obvious  long-range  strategy  is  to  be 
prepared  for  a  nationwide  banking  op- 
eration whenever  Congress  autho- 
rizes such  a  thing.  For  now,  the  com- 
pany plays  down  the  banking  angle. 
"It's  not  really  a  bank  account,"  says 
Elaine  Hart,  marketing  director  of  the 
Shearson  operation,  "because  you 
cannot  get  a  mortgage  this  way  or 
even  a  car  loan."  The  new  plan  gets 
under  way  in  the  U.S.  in  June. 


And  call  me  madam! 

Women  want  equality,  but  they  want 
chivalry,  too.  Nearly  nine  of  ten 
Americans — 86%  of  the  men  and 
85%  of  the  ladies — say  men  should 
stick  to  the  traditions  of  holding 
doors,  giving  up  seats,  standing  when 
introduced  and  other  niceties,  accord- 
ing to  the  Merit  Report,  Philip  Morris' 
new  national  opinion  sampling. 


An  adman's  dream 

Should  advertisers  own  the  media 
they  use?  That  question  has  been 
raised  by  the  American  Business  Press 
Inc.,  a  group  of  110  publishers  of  600 
specialized  trade  journals.  The  ABP  is 
upset  over  the  purchase  of  Bramson 
Publishing's  monthly,  Production,  by 
the  National  Machine  Tool  Builders' 
Association  for  about  $6  million. 
"This  is  very  unfair  competition," 
says  ABP's  president,  Tom  King.  The 


A  sun-filled  scene  at  Club  Med 

When  all  else  palls,  try  the  keyboard. 


ABP  has  asked  the  Justice  Department 
to  look  into  possible  antitrust  angles 
because  the  300-odd  members  of  the 
tool  group  would  become  their  own 
customers,  at  least  in  Production  ad- 
vertising, and,  what's  more,  will  be 
using  tax-free  money  from  their  trade 
shows  to  pay  for  the  magazine.  The 
toolmakers  say  they  don't  understand 
the  fuss.  Production,  a  spokesman 
says,  will  be  a  tax-paying  subsidiary: 
"We  don't  have  to  make  a  profit,  but 
we  sure  as  hell  hope  we  do."  It  is 
conceded  that  a  third  of  Production's 
revenues  comes  from  the  toolmaker 
members,  the  rest  from  their  custom- 
ers and  suppliers,  but  the  association's 
president,  Jim  Gray,  maintains  that 
"the  editorial  independence  and  integ- 
rity of  the  magazine  will  be  scrupu- 
lously maintained. "  His  group  has  also 
vowed  to  make  Production  "the  na- 
tion's most  ferocious  advocate  of  the 
American  machine  tool  industry." 


Keyboards  in  the  sun 

The  Club  Mediterranee  resorts,  where 
sun  meets  skin  and  boy  meets  girl, 
have  added  an  up-to-the-minute 
touch  to  their  catalog  of  joy — comput- 
ers. A  few  Club  Meds  have  been  offer- 
ing "computer  rooms,"  where  vaca- 
tioners can  gratify  the  urge  to  play 
with  keyboards;  now  the  organization 
is  talking  to  Warner  Communications 
about  buying  Atari  400  and  800  home 
computers  for  other  locations.  No 
deal  has  been  signed,  but  discussions 
are  under  way,  Warner  says.  The 
Ataris  would  be  used  for  game-play- 


ing (their  most  conspicuous  and  prof- 
itable role  for  Warner)  and  for  any 
other  computer-based  activities  Club 
Med  revelers  might  choose. 


Cash  for  Congress 

Recession  or  no,  contributions  to 
campaigning  congressmen  keep  grow- 
ing. Political  action  committees,  a  fa- 
vorite fundraising  device,  now  num- 
ber 3,115,  13%  more  than  last  year 
and  almost  5  times  the  1974  total. 
Tops  on  the  list  are  groups  like  the 
dairy  industry,  with  three  big  PACs 
that  laid  out  $2.4  million  for  the  1980 
elections,  and  real  estate  men,  who 
raised  $2.7  million.  The  American 
Medical  Association's  PAC  contribu- 
tions of  $1.7  million  and  the  gun 
lobby's  $2.4  million  could  explain 
why  they  get  such  close  attention  on 
Capitol  Hill.  On  the  labor  side,  the 
Auto  Workers  led  the  PAC  pack  with 
$2  million.  The  law  limits  direct  PAC 
campaign  contributions  to  $5,000, 
but  that  is  an  easy  hurdle  to  clear 
because  there  is  no  curb  on  the  num- 
ber of  PACs  that  can  be  formed  for 
any  particular  candidate,  or  on  gifts 
made  without  the  personal  knowl- 
edge of  the  candidate  or  his  managers. 


The  "aginners" 

Americans  for  Democratic  Action, 
who  lost  much  of  their  punch  while 
liberal  Jimmy  Carter  was  in  the  White 
House,  have  come  back  strong  since 
the  arrival  of  Ronald  Reagan.  ADA's 
ranks  have  swelled  from  43,100  to 
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LINCOLN 
ANNOUNCES 
3  YEARS  OF 
VIRTUALLY 
COST-FREE 
DRIVING. 

IF  WE  DIDN'T 
BUILD  THEM 
SO  WELL 
WE  COULDN'T 
BACK  THEM 
THIS  WELL. 


Starting  right  now,  no  one  backs 
their  cars  as  well  as  we  back  ours. 

Not  Cadillac. 

Not  anyone. 

How  can  we  be  so  confident? 

Because  our  high  quality 
is  based  on  the  use  of 
advanced  technology. 

Precision 
robotics,  laser 
controlled 
paint 

application,  and  more. 

Not  the  least 
of  which  is  a  work 
force  dedicated  to  quality 

We  are  literally  making  the 
finest  luxury  cars  in  our  history. 

That's  why  we're  willing  to  back  our 
cars  in  a  way  that  nobody  else  has. 


A  laser  light  beam  follows 
the  contour  of  the  car 
body  as  part  of  the 
automatic  paint  system, 
assuring  uniform  and  consistent 
paint  application. 


FREE  SCHEDULED 
MAINTENANCE 
FOR  3  FULL  YEARS 


Your  scheduled  maintenance  costs  just 
became  zero. 

What's  more,  we  even  cover  "wear 
items"  like  brake  pads  and  linings, 
wiper  blades  and  shock  absorbers. 

All  parts.  All  labor. 

All  free. 

For  3  full  years. 

So  for  3  years  or  36,000  miles 
(whichever  comes  first) — virtually  the 
only  thing  you  have  to 
pay  for  is  gas. 


It's  a  totally  free,  no-strings-attached 
warranty.  It's  good  for  3  full  years.  Or 
36,000  miles.  Whichever  comes  first. 

While  termed  a  "limited"  warranty,  our 
comprehensive  program  covers 
virtually  everything  except  accidents, 
driver  abuse,  tires,  and  fluids  between 
maintenance  intervals. 


5%  CASH  BONUS 


To  further  invite  you  into  an  '82  Lincoln, 
Mark  VI,  or  Continental,  we're  offering 
5%  off  the  base  vehicle  sticker  price. 
This  is  all  factory  money  so  you  may 
apply  the  total  amount  to  your  down 
payment  or  get  a  check  direct  from 
Lincoln-Mercury.  Lease  customers  may 
select  either  the  5%  cash  bonus  or  our 
exclusive  factory-to-dealer  9.9%  inter- 
est plan.  See  your 
dealer  for  details. 
(Limit  one  per 
customer.) 


Lincoln,  Mark  VI,  and  Continental  body 
components  are  welded  using 
computer-controlled  robots.  The 
robots  provide  100%  consistency  and  uniformity 
for  repetitive,  difficult  operations. 


THE  LINCOLN 
COMMITMENT 


LINCOLN-MERCURY  DIVISION 


To  introduce  you  to  the  high  quality 
of  our  new  cars,  we'll  give  you  both 
the  Free  Maintenance  and  Free 
Warranty,  plus  the  5%  cash  bonus 
on  any  (repeat,  any]  new  '82 
Lincoln,  Mark  VI,  or  Continental 
which  you  take  delivery  of  by 
May  17. 

But  that's  not  all. 

You'll  also  receive  something  else. 

The  preferential  treatment  of  "The 
Lincoln  Commitment." 

A  quality  program  so  extensive  it 
includes  everything  from  special 
transportation  allowances  (for  when 
your  car  is  being  serviced  overnight)  to 
special  owner  contact  programs  that 
guarantee  your  opinions  will  be  heard. 

To  us,  all  this  isn't  just  a  matter  of  quality. 

If  s  a  matter  of  pride. 

Your  pride. 

In  driving  something  special.  And 
being  treated  that  way  yourself. 

MARK  VI, 
CONTINENTAL, 
AND  LINCOLN. 


75TEARS 

Saving  America's  Trees 


BARTLETT 


There's  magic  in  a  name.  It  can  shape  a  thought,  provide 
recognition  and  inspire  confidence.  And  there's  more 
magic  in  the  Bartlett  name  than  was  realized  by  the  men 
who  bestowed  it  on  the  tree  company  they  founded  75 
years  ago.  For  Bartlett,  through  the  establishment  of  its 
own  research  laboratories,  progressed  rapidly  from  mere 
repair  of  damaged  trees  to  the  scientific  solution  of  many 
tree  problems.  But  we  are  more  than  just  a  laboratory.  We 
have  the  people,  the  techniques  and  the  experience  to  help 
you  preserve  the  beauty  of  your  trees.  It  is  the  combination 
of  superior  performance  and  reliability  that  puts  magic  in 
the  Bartlett  name.  Consult  your  local  Bartlett  represen- 
tative today,  it  will  increase  the  value  of  your  trees. 


BARTLETT 


SCIENTIFIC 


TREE  CARE 
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60,500  since  the  Reagan  inauguration, 
and  the  rate  of  growth — 1,000  a 
month  last  year — is  now  2,000,  ac- 
cording to  Viva  Baylinson,  member- 
ship director.  Money  has  also  picked 
up.  The  average  contribution,  during 
the  14  Reagan  months,  has  increased 
from  $19.20  to  $29.75.  Founded  in 
1947,  the  ADA  once  reached  promi- 
nence during  Senator  Joe  McCarthy's 
antiliberal  wars.  This  latest  resur- 
gence, according  to  Director  Leon 
Shull,  has  come  about  because  liber- 
als haven't  had  someone  in  the  White 
House  they  could  really  hate  since 
Richard  Nixon  checked  out  in  1974. 

What  price 
topless  driving? 

Detroit's  newest  reincarnation  of  the 
ragtop  convertible  (last  made  in  1976) 
is  a  Buick  Riviera  that  will  sport  a 
$23,994  price  sticker.  (Chrysler's  Le 
Baron  convertible,  first  to  return,  goes 
for  about  $14,000;  a  Ford  Mustang  due 
this  summer,  around  $10,000.)  If  that 
Buick  tag  sounds  heady,  consider  the 
Corniche,  Rolls-Royce's  ragtop.  It 
sells  for  $162,500  and  can  entail  wait- 
ing time  of  18  months. 

Go  ahead  and  sue 

The  new  General  Motors  pact  with 
the  Auto  Workers  has  been  hailed  as  a 
boon,  but  it  also  contains  some  hid- 
den bane.  GM  agreed  to  create  a 
brand-new,  3-cent-an-hour  fund  to 
pay  for  legal  aid  for  workers,  which  at 
full  employment  (when  and  if)  could 
run  to  about  $3  million  a  year  in  new 
costs.  That  is  minuscule  by  Detroit 
standards,  but  one  of  the  forces  be- 
hind GM's  $20-an-hour  labor  bill  is  a 
set  of  company-paid  funds  like  this 
one,  which  historically  tend  to  grow 
and  grow.  Some  labor  negotiators,  in 
fact,  think  these  funds  are  a  big  mis- 
take because  the  worker  has  little  or 
no  interest  in  the  cost  of  using  them. 
(Medical  payments  are  cited  as  a 
prime  example.)  What  legal  services 
will  the  fund  cover?  Among  the  most 
likely  are  Social  Security  and  food- 
stamp  claims,  traffic  tickets,  divorce, 
minor  crimes,  wills,  bankruptcy,  con- 
sumer complaints,  IRS  audits,  home 
buying  and  property  tax  disputes.  The 
fund  can  not  be  used  to  pay  a  lawyer 
to  sue  GM,  its  dealers  or  its  unions. 
But  can  it  be  used  to  sue  Ford?  "You 
betcha,"  a  GM  official  says.  And  will 
it  be  a  factor  in  tomorrow's  car  costs? 
You  betcha. 
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Now  every  company  can  afford 
an  employee  retirement  plan. 


...even  if  they  don't  think  so! 


If  it's  been  cost  that's  held  your  company  back  from 
having  an  employee  retirement  plan,  you  need  wait 
no  longer.  Now  every  company,  regardless  of  how 
much  it  wishes  to  contribute . . .  generously  or  nothing 
at  all... can  help  its  employees  build  a  retirement 
fund.  Under  the  new  tax  law,  a  company  has  the 
ability  to  sponsor  a  retirement  program  without 
making  any  dollar  contribution.  Of  course,  it  has  the 
option,  if  it  chooses,  to  make  contributions  to  a 
qualified  pension  or  profit  sharing  plan.  Or,  it  can 
set  up  a  thrift  plan  where  both  the  employee  and 
employer  contribute  to  retirement  savings. 

So  the  question  is  no  longer  whether  a  company 
can,  or  cannot  afford,  an  employee  retirement  plan. 
It's  only  what  type  of  plan  management  may  wish  to 
sponsor  and  what  kind  of  organization  is  best  fitted 
to  administer  the  plan. 

The  Bankers  Life  of  Des  Moines,  as  a  major 
insurance  company  in  the  retirement  field,  has  some 
distinct  advantages  over  other  organizations  such 
as  banks,  savings  and  loans,  and  mutual  funds. 
Among  these  are: 


•  Experience  -The  Bankers  Life  has,  for  years, 
written  more  group  retirement  plans  than  anyone 
else  in  our  country. 

•  A  choice  of  investment  options  for  participants . . . 
fixed  income,  equity,  money  market  fund  or 

real  estate. 

•  Because  of  "private"  fixed  income  investments, 
insurance  companies  have  historically  provided 
higher  fixed  income  yields  than  those  available  from 
other  sources. 

•  A  choice  of  pay-out  options,  including  a  monthly 
guaranteed  income  for  life.  A  benefit  only  insurance 
companies  can  provide. 

•  Full  service  capabilities  with  low  administrative 
expense. 

We  will  help  you  set  up  and  operate  your  plan  which- 
ever choice  you  make.  For  more  information  about 
establishing  the  retirement  plan  best  for  you . . .  and 
your  employees ...  contact  your  local  Group  Office 
of  The  Bankers  Life  of  Des  Moines  or  mail  the 
coupon  below. 


THE  BANKERS  LIFE  r> 

BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


L 


The  Bankers  Life,  Group  Sales  FB-42 
Des  Moines,  Iowa  50307 

I'd  like  to  know  more  about  the  different  kinds  of 
Employee  Retirement  Funds. 

Name  

Title  

Company  

Address  

City  State  Zip  


ELECTRONIC  PRINTING.  AT  LAST  OUTPUT  CAN  MATCH  INPUT. 


Every  working  day, 
business  turns  a  flood  of 
information  into  digital 
data  through  an  army  of 
sophisticated  machines,  like 
computers,  electronic  type- 
writers and  word  proces- 
sors. Then  stores  it  in 
memory  banks. 

Unfortunately,  ways  of 
freeing  that  information  and 
getting  it  into  a  form  peo- 
ple can  use  haven't  kept  up. 

So  Xerox  invented 
electronic  printing.  And  as 


a  result,you  can  get  informa-  size.  And  using  laser 


tion  how  you  want  it, 
where  you  want  it,  and 
when  you  want  it  bet- L 
ter  than  ever  before,  m 

The  Xerox  9700 
Electronic  Printing 
System  takes  informa- 
tion from  computers 
and  instead  of  giving 
you  unwieldy  computer' 
printouts,  it 
prints  up  perfect 
documents  in  an 


NOBODY'S  A  FAN 
OF  FANFOLDS. 

>^^l;  .>■ 


chnology,  does  it  all  at 
the  astounding  rate 
of  up  to  120  pages 
per  minute. 

Using  a 
computer  with 
graphics  capabil- 
ity or  our  brand 
new  scanner,  the 
9700  can  print 
schematics 
and  line 
rawings.  It 


easy-to-handle  8  Vi"  X 11"       can  even  let  you  program 


formation. 


<iO  MORE  BACK  TO  THE  DRAWING  BOARD. 

and  resize  graphics, 
ing  you  the  flexibility  to 
rge  them  with  your  text, 
ich  means  you  won't 
)  to  keep  going  back  to 
layout  department  or  out- 
e  printing  sources  to  turn 
t  great  looking  price  lists, 
anuals  or  even  catalogs. 

If  your  output  needs 
*n't  as  fast  as  120  pages  per 
inute,  you  can  save  your- 
If  some  money  with  the 
w  8700  Electronic  Print- 

f System.  Among  all  its 
er  features,  it  allows  you 
1 1  create  forms,  and  then  like 


your  own  department. 
I  Working  with  word 
\  processors,  it  will  print 
out  startlingly  clear  let- 
ters and  documents  40 
times  faster  than  conven- 
tional word  processor 
printers. 

Like  its  two  big 
brothers,  it  offers  you  a 
choice  of  hundreds  of  differ- 
ent typestyles.  It  even  prints 
logos  and  signatures,  all  of 
which  can  make  even  the 
dullest  facts  and  figures  seem 
much  more  interesting. 
Using  phone  lines,  the  5700 
can  speed  documents  to 
other  electronic  printers 
around  the  country  in  sec- 
onds. In  addi- 
tion, it's  possible 
to  direct  your 
computer  in 
Oxnard  to  send 
data  which  can 
then  be  printed  m 


THE  NEW  LINE  OF 
XEROX  ELECTRONIC 
PRINTERS. 


THE  2700. 


THE  8700. 


NO  NOISE  IS  GOOD  NOISE. 


small  warehouse,  stores 
tern  all  electronically.  More  by  your  5700  in 
nazing  is  its    .agHBH  Parsippany 
)ility  to  print  ^^^^^^^fc  Even  it  you 
at  the  form    AT  JX  happen  to  be  in  Padu- 

ong  with  the  J£  M 

formatlon  x\ 


lat  goes  on 
L  all  at  the 
ime  time. 
Then 

lere's  the  Xerox  5700.  It 


IF  YOU  SENT  IT  ELECTRONICALLY 
ITD  BE  THERE  BY  NOW 


can  at  the  time.  And 
an  electronic  touch 
screen  makes  the 
5700  easy  to  use  even 
for  casual  operators. 
Which  brings  us  to 
Xerox'  newest,  smallest  and 


information  directly  from 
your  communications  net- 
work and  print  out  data 
right  beside  your  desk  at  a 
fast  12  pages  per 
minute.  And  do  it  so 
quietly  you  won't 
believe  your  ears. 

All  in  all,Xerox 
Electronic  Printing 
Systems  can  free 
information  better 
than  ever  before. 
And  get  it 
where  it  belongs. 

Into  the  hands  of  people. 


XEROX 


an  bring  the  advantages  of  least  expensive  electronic 
lectronic  printing  right  to    printer.  The  2700  can  take 


For  more  information  write:  Keith 
Davidson,  Xerox  Printing  Systems  Division, 
880  Apollo  Street,  El  Segundo,  CA  90245. 
Or  call  (213)  615 -6329. 

XEROX®,  9700,  8700.  57O0.  and  2700  arc  trademark 
of  XEROX  CORPORATION 
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CORPORATE  REPORT 


Take  advantage 
of  this  new,  low-cost 
advertising  service 
from  Forbes 

It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 

Corporate  Report  Updates  will 
appear  once  a  month  in  1982.  For 
added  editorial  impact  and  rel- 
evance, it  will  be  positioned  in 
Forbes'  popular  section,  "Money 
and  Investments." 

The  cost  is  modest.  For  example, 
a  36  line  ad  is  only  $2,412,  which  is 
just  $3.42  for  each  thousand  sub- 
scribers. Additional  space  at  $67 
per  line. 

Call  or  write  today  for  all  the 
details: 

Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
 Phone:  (212)  620-2371  


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Firth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  I 


New  Address: 


City 


Zip 


Date  of  Address  Change 


Winner  take  all 

Just  a  few  weeks  ago,  A.J.  (Jay)  Layden, 
president  of  Houston-based  Allright 
Auto  Parks,  had  circled  the  wagons  to 
hold  off  a  takeover  attack  from  Hong 
Kong  (Forbes,  Mar  75).  An  Asian  in- 
vestor group,  Deanlake  Investments 
Ltd.,  already  held  13.8%  of  Allright 
and  was  bidding  for  a  controlling 
51%,  obviously  attracted  by  the  com- 
pany's real  estate  potential.  Allright's 
parking  lots  in  69  U.S.  and  Canadian 
cities  encompass  6  million  square 
feet,  over  a  third  of  it  in  downtown 
locations  and  a  quarter  in  the  still 
strong  Sunbelt  market.  In  the  first 
half  of  fiscal  1982,  property  sales  rang 
up  56%  of  the  company's  $4.8  million 
in  earnings. 

Vowing  "the  company's  not  for 
sale,  we  just  like  it  the  way  it  is,"  Jay 
Layden  had  marshaled  some  top  legal 
gunslingers,  including  Houston's  Ful- 
bright  &.  Jaworski,  for  a  fight  to  the 
finish. 

But  barely  two  weeks  later,  after 
Deanlake  changed  its  bid  and  offered 
to  buy  100%  of  Allright,  Layden 
called  off  the  war.  Why  the  about- 
face?  "When  they  agreed  to  the  no- 
tion of  buying  100%,  we  changed  our 
minds,"  he  says.  The  major  objection 
to  the  earlier  bid,  another  Allright 
spokesman  elaborated,  was  that  it 
would  hurt  some  stockholders:  "One 
of  the  biggest  concerns  was  that  none 
of  the  sbareholders  be  left  in  the 
lurch." 

Layden  and  his  fellow  Allright  ex- 
ecutives also  can  find  comfort  in 
Deanlake's  promise  to  keep  the  Hous- 


ton firm's  management  intact.  The 
Hong  Kong  buyers  previously  said 
they  planned  to  "exert  influence,"  but 
Layden  thinks  now  they  will  not  in-| 
terfere  too  much.  "It  would  be  pretty 
hard  to  run  a  parking  lot  from  Hong 
Kong,"  he  says. 

Off  the  carpet 

Three  years  ago  Mohasco  Corp., 
which  had  been  weaving  carpets  for 
1 00  years  and  making  furniture  for  20, 
looked  like  a  fire  sale,  largely  because 
of  one  serious  management  blunder 
(Forbes,  May  28,  1979).  The  upstate 
New  York  company  had  been  rolling 
along  on  a  multileveled,  piebald-pat- 
terned carpet  line  called  "Canyon 
Paradise"  that  was  the  industry's  all- 
time  bestseller.  Unfortunately,  con- 
sumer tastes  had  switched  to  softer, 
low-pile  carpeting  made  by  a  new  and 
far  cheaper  technique,  and  the  firm 
had  missed  the  turn.  Mohasco  slipped 
from  second  to  sixth  in  the  industry; 
its  earnings  were  down;  return  to 
stockholders  was  less  than  what  a 
savings  account  paid. 

The  Amsterdam,  N.Y.  firm  came 
off  the  rug  last  year,  after  redrawing 
everything  from  its  carpet  patterns  to 
its  organization  chart.  For  1981,  per- 
share  earnings  went  to  $2.30,  a  red- 
carpet  improvement  over  1980's  34- 
cent-a-share  loss. 

Mohasco's  chairman,  56-year-old 
Stanley  Landgraf,  and  Herbert  Broner, 
54,  who  was  jumped  to  president  from 
one  of  the  company's  furniture  sub- 
sidiaries in  1980,  engineered  the 
changes.  "We  decided  to  bite  the  bul- 


President  A.J.  Layden 
Why  not  take  all  of  me? 
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Conventional  credit 
doesirt  always  take  you  where 
you  want  to  be. 


Atlanta  Chicago  Cleveland  Dallas  Denver  Detroit  Houston  Los  Angeles  Mm 


What  are  you  going  to 
do  if  you  suddenly  come  upon 
an  opportunity  that  fits  your 
company's  longterm  plan? 

With  today's  high  cost 
of  money,  the  easiest  thing 
to  do  is  walk  away. 

Actually,  now  may 
be  the  time  to  go  after  it. 

What's  needed  is 
to  approach  the  funding  with 
an  open  mind.  And  a  fresh 
point-of-view. 

Maybe  reviewing  all  the 
the  same  business  factors  will 
reveal  something  overlooked. 
(Just  as  most  people  over- 
looked the  extra  "the"  in  the 
preceding  sentence. ) 

This  new  perspective 
may  uncover  that  you're  sitting 
on  top  of  a  way  to  generate 
the  funds  you  need. 

A  funding  approach 
that  isn't  "plain  vanilla"  credit. 

Perhaps  it's  not  even 
a  loan  at  all. 

The  way  we  see  it, 
the  best  kind  of  credit  is 
the  credityou  take  when  your 
company's  plan  is  on  target. 


CONTINENTAL  BANK 

125th  ANNIVERSARY 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago.  231  South  LaSalle  Street,  Chicago.  Illinois  60693 

apolis  New  York  Philadelphia  San  Francisco  Seattle  While  Plains 


CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"CNA's  commitment  to  all 
lines  of  insurance  helps  life  agents 
like  me  maintain  stable  client 

relationships.  Whether  it's  for  life,  homeowners,  auto, 
or  business,  CNA  doesn't  introduce  a  product  one  year  and 
withdraw  it  the  next.  They  make  sure  they're  right  in  the  first 
place  by  talking  with  me  and  other  independent  agents  who 
represent  CNA.  After  all,  we  know  the  kinds  of  products  our 
clients  need.  Relationships  like  this  are  one  of  the  things  that 
make  the  American  Agency  System  great. " 


P.  Thomas  Pope,  CLU 
Independent  Insurance  Agent 
Cleveland  Brokerage  Agency,  Inc. 
Cleveland,  Ohio 


INSURANCE  FROM 


OVA 

Judge  us  by  the  agents  who  represent  us 


CNA  Insurance  Companies/CNA  Plaza/Chicago  Illinois  60685 
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I  and  divest  ourselves  of  operations 
at  didn't  fit  our  strategy,"  Landgraf 
ys.  Out  went  a  French  subsidiary, 
ne  venture  in  what  was  to  be  a  big 
aropean  expansion.  "It  didn't  make 
nse  to  have  it  sit  there  by  itself," 
indgraf  says.  Ditto  with  William 
olker  &  Co.,  one  of  Mohasco's  major 
stributors.  Proceeds  from  the 
olker  selloff  went  to  reduce  the  com- 
uiy's  debt  load,  which  in  1979 
nounted  to  40%  of  capitalization.  It 
as  been  cut  from  $151  million  to  $86 
dllion. 

Another  cut  came  with  the  elimi- 
ation  of  all  the  middle-level  staff  for 
irniture  operations,  leaving  the  six 
ivisions  in  that  field  to  report  direct- 
'  to  Broner.  Last  fall  Landgraf,  Broner 
id  what  they  call  their  "dynamic 
rofessional  management"  staff  or- 
ered  another  big  shift,  moving  carpet 
eadquarters  from  New  York  to  Geor- 
ia,  hard  by  the  company's  carpet 
lants,  which  had  all  moved  south 
ecades  before.  Out  of  the  375-mem- 
er  carpet  staff,  100  are  moving  to 
itlanta  at  a  cost  of  $4.5  million.  Only 
00  will  be  left  in  the  Mohawk  Valley 
eadquarters  (including  Landgraf  and 
roner).  The  product  line  has  had  the 
lame  treatment.  The  emigrants  from 
ansterdam  will  supervise  a  carpet 
ne  that  is  75%  different. 
These  shifts  helped  Landgraf  and 
ironer  weave  the  happy  numbers  on 
■|  he  1981  balance  sheet.  The  company 
lade  over  $15  million  last  year,  after 
>sing  $2.2  million  in  1980.  The  prob- 
:m  now  is  to  keep  those  numbers 
om  unraveling.  Failure  to  gauge  the 
hift  in  carpet  tastes  during  the  mid- 
9708  was  Mohasco's  fault.  The  trou- 
le  this  time  is  beyond  its  control — 
he  sorry  state  of  the  economy  and 
specially  housing,  on  which  carpets 
md  furniture  are  so  dependent.  The 
arpet  division  kept  its  share  of  mar- 
et  during  the  first  1982  quarter, 
tsroner    says,    but    it    was  rough. 
^'They're  swimming  with  their  head 
and  shoulders  out  but  the  level  of  the 
Ivater  is  down,"  he  says.  Mohasco  ran 
%t  75%  to  80%  of  capacity  last  year; 
now  it  is  down  to  about  65%. 

Landgraf  is  keeping  his  feet,  howev- 
er. "The  changes  have  slimmed  us 
down  and  toughened  us  up,"  he  says, 
i  'but  the  real  heartbreaker  is  that  just 
las  we  really  began  to  feel  the  benefits 
last  year  of  our  reorganization,  along 
comes  the  economy  winding  down.  If 
land  when  there  is  any  pickup  of  busi- 
ness, we'll  be  ready  and  able  to  benefit 
from  it." 


THIS  DEVICE  MAKES 
ORDINARY  TELEPHONE! 

OBSOLETE 


The  Freedom  Phone®  Cordless  Telephone  Model  FF-3500  has  more 
features  than  any  ordinary  telephone.  But  one  ordinary  feature  is  missing. 

There's  no  cord  to  tie  you  down.  The  compact  handset  measures 
7"  x  514"  x23/4"  and  weighs  just  7  ounces.  So  it's  really  easy  to  take  or  make 
calls  anywhere  within  its  operational  range.  That's  upstairs,  downstairs,  in  the 
front  yard,  backyard,  at  the  neighbors,  up  the  street,  or  down  the  block. 

Instead  of  going  to  the  phone  to  talk,  you  take  the  phone  with  you. 

Buying  a  Freedom  Phone  Cordless  Telephone  is  an  intelligent  move  i 
you  prefer  the  convenient  over  the  conventional.  But  there's  more  to  it  than 
meets  the  eye  or  ear. 

Designed  and  built  exclusively  for  the  Electra  Company,  makers  of 
Bearcat®  Scanners,  the  Freedom  Phone  3500  provides  crisp  and  clear  cordless 
calls.  An  audible  tone  and  pulsing  light  confirm  dialing.  The  touch  of  a  buttor 
automatically  redials  the  last  number  entered. 

The  Freedom  Phone  Cordless  Telephone  is  as  easy  to  install  as  it  is  to 
use.  Its  attractive  and  compact  base  station  plugs  into  your  existing  phone  lin 
and  electrical  outlet. 

If  the  idea  of  using  a  Freedom  Phone  Cordless  Telephone  has  a  nice  rir 
to  it,  get  up,  walk  to  your  obsolete  telephone,  and  call  800-428-4315 
(800-382-1076  in  Indiana).  You'll  learn  more  about  the  Model  FF-3500  and  get 
the  name  of  the  nearest  Freedom  Phone  Dealer. 

THE  FREEDOM  PHONE  CORDLESS  TELEPHONl 

Electro  Company 

Division  of  Masco  Corp.  of  Indiana  •  300  East  Count/  tine  Road  •  Cumberland,  Indiana  46229 

International  Business  Office  •  Suite  102,  1828  Swift  •  North  Kansas  City,  Missouri  641 16  ©  1982  Masco  Corp.  of  Ind 


FORBES,  APRIL  26,  1982 


Readers  Say 


Cap  to  the  woodshed? 

Sir:  Defense  Secretary  Caspar  Wein- 
berger does  indeed  enjoy  entirely  too 
much  influence  in  the  Administra- 
tion (Fact  and  Comment,  Mar.  15)-  He 
was  given  the  Defense  portfolio  be- 
cause it  was  known  that  serious  fi- 
nancial controls  would  be  mandated 
there.  He  failed  to  exercise  such  con- 
trols. Instead,  he  played  internal  poli- 
tics for  primacy  within  the  Adminis- 
tration, dabbling  in  areas  like  foreign 
policy. 

Too  bad  President  Reagan  didn't 
take  him  "down  to  the  woodshed" 
along  with  David  Stockman. 

— Meyer  Lei  'adie 
Los  Angeles,  Calif. 


Banks  saw  the  light  early 

Sir:  With  respect  to  your  Fact  and 
Comment  of  Mar.  29  [regarding]  "fi- 
nancing Russia's  vast  military  expen- 
ditures by  lending  billions  to  her  War- 
saw allies,"  the  general  perception 
does  exist  that  the  U.S.  commercial 
banking  community  is  contributing 
to  the  flow  of  funds  into  the  Comecon 
countries.  The  subject  should  be  seen 
in  a  somewhat  different  perspective. 

The  U.S.  commercial  banking 
community  has  been  reducing  its  ex- 
posure to  the  Comecon  countries  for 
some  time.  Exposure  of  all  U.S. 
banks  to  the  Comecon  countries 
reached  a  peak  at  the  end  of  1978  of 
$5.8  billion  and  this  exposure  had 
been  reduced  by  June  1981  to  $5 
billion.  I  am  sure  that  when  more 
recent  data  become  available,  we 
will  find  that  the  exposure  of  the 
U.S.  banks  dropped  by  an  additional 
$1  billion  in  the  second  quarter  of 
1981  and  has  probably  come  down 
by  an  additional  $1  billion  during  the 
first  semester  of  1982.  This  reduc- 
tion was  made  without  specific  guid- 
ance by  the  federal  bank  examiners. 

What  are  sometimes  designated  as 
"big  bad  uncollectible  loans"  are 
muchvmore  collectible  than  is  often 
appreciated,  if  the  creditors  are  suffi- 
ciently sensitive  to  developments  in 
the  marketplace. 
— George  J.  Clark 
New  Canaan,  Conn. 


Clear  rebuttal 

Sir:  I  spent  the  weekend  at  Camp 
David  with  Forbes  (Mar.  29)  May  I 
add,  the  weekend  was  enjoyable  and 


interesting.  Thanks  for  your  "Safire" 
response  (Fact  and  Comment)  and  that 
article  on  El  Salvador.  It  was  the.  clear- 
est rebuttal  to  the  propaganda  cam- 
paign I've  seen.  Apparently,  the  peo- 
ple of  El  Salvador  decided  to  confirm 
it  with  their  turnout  at  the  polls. 
— Ronald  Reagan 
The  White  House, 
Washington,  D  C. 


If  you  need  a  scapegoat . . . 

Sir:  Your  Mar.  15  Side  Lines  suggest- 
ed that  Reaganomics  is  taking  unjust 
blame  for  the  ills  of  the  world:  Even 
when  a  'doctor's  office  10,000  miles 
from  Washington,  D.C.  is  burglarized, 
newspapers  know  the  culprit.  En- 
closed is  an  item  from  The  Dominion 
of  Wellington,  New  Zealand. 
— Will  Baisley 
Auckland,  New  Zealand 


Reaganomics? 

THIEVES  who  burgled  a  doctor's  surgery  in 
the  Wellington  suburb  of  Newtown  on 
Wednesday  night  stole  jellybeans.  Police 
said  nothing  else  was  taken.  Entry  was 
gained  by  breaking  a  window., 


Supports  total  decontrol 

Sir:  Your  article  "When  the  back  door 
is  better  than  the  front"  (Apr.  12),  says 
that  I  reportedly  "asked  the  White 
House  to  back  off"  from  natural  gas 
deregulation.  Nothing  could  be  less 
accurate.  I  emphasized  to  Presidential 
Counselor  Edwin  Meese  III  the  impor- 
tance of  phased  but  total  decontrol  of 
natural  gas  to  our  national  energy 
posture. 

This  has  been  my  position  for  years. 
It  is  the  position  of  Exxon,  of  the 
American  Petroleum  Institute  and  of 
The  Business  Roundtable. 

— C  C  Garvin  Jr 

Chairman. 

Exxon 

New  York,  N.Y. 


Who  reads  the  boss? 

Sir:  It  would  be  nice  if  your  writer 
("Can  3M  find  happiness  in  the 
1980s?" Mar.  7)  had  read  the  book  [The 
TlrirdWave  by  Alvin  Toffler]  on  Lewis 
Lehr's  desk,  rather  than  characteriz- 
ing the  book  as  "pop-socioeconomic" 


or  "Sunday-supplement  futurism." 

Your  writer  might  do  well  to  read 
the  business  press.  One  magazine 
hailed  The  Third  Wave  as  "sparkling, 
provocative,"  a  book  that  will 
"stretch  your  thinking  about  living, 
investing,  surviving."  The  future,  ac- 
cording to  that  magazine,  "is  apt  to 
prove  Mr.  Toffler  wasn't  all  that  far 
off,  all  that  far  out." 

That  magazine  was  Forbes.  The  crit- 
ic was  Malcolm  Forbes. 
— Alvin  Toffler 
New  York,  N.Y. 


Knowhow  and  knowwhy 

Sir:  When  MSF  said,  "By  far,  most  of 
the  best  and  the  best-paying  jobs  to- 
day and  for  the  foreseeable  tomorrows 
will  be  going  to  those  with  technical 
skills"  (Fact  and  Comment,  Feb.  1),  he 
played  down  bachelor  of  arts  degrees. 
The  person  who  knows  how  always 
has  a  job  working  for  the  person  who 
knows  why. 
— Robert  Kahn 
Lafayette,  Calif. 


Rolling  along 

Sir:  Thanks  for  "It's  Unlikely  You've 
Ever  Gone  To  A  Roller  Disco"  (Fact 
and  Comment,  Mar.  15).  Dancing  on 
wheels  is  healthy,  disciplined  ecstasy. 
Roller  skating  is  not  only  for  the  young. 
More  and  more  adults  are  skating. 
— Alice  Schultze 
Setauket,  N.Y. 

Sir:  I  could  not  agree  with  you  more. 
I,  with  my  partner,  recently  pur- 
chased Roxy,  a  spectacular  25,000- 
square-foot  roller  rink  located  in 
Manhattan,  which  is  dedicated  to  the 
obvious  health  and  exercise  aspects  of 
the  sport,  as  well  as  a  splendid  place 
for  fun. 

— Michael  Butler 
Roxy 

Neiv  York,  N.Y. 


He  didn't  do  it 

Sir:  Re  your  Gulf  Oil  article  (Mar.  29): 
I  never  made — nor  would  make — an 
inflammatory  and  inaccurate  state- 
ment like  "they  stink"  with  regard  to 
a  company  like  Gulf. 
— -Joseph  Tovey 
Tovey  &  Co. 
New  York,  N.Y. 
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QUICK.WHOS  SOLO 

THE  MOST 
FRONT  WHEEL  DRIVE 

CARS 
1M  THE  WORLD? 


Ironic,  isn't  it?  Just  when  America  really  needs  small, 
extremely  gas-efficient  front  wheel  drive  cars,  most 
Americans  have  never  even  heard  of  the  world's  all-time 
leader  in  small,  extremely  gas-efficient  front  wheel  drive 
cars.  Renault. 


IENAULF 


But  they  will.  Because  Renault  is  now  here  in  the 
United  States.  With  a  fresh  understanding  of  the  needs 
of  U.S.  drivers  that  comes  from  our  alliance  with 
American  Motors.  Together,  we  are  building  a  generation 
of  technologically  advanced  vehicles  that  will  soon 
have  many  Americans  speaking  their  first  two  words  of 
French:  "Voila,  Renault" 

For  more  information,  we  invite  you  to  write  us  at: 
Renault  USA,  499  Park  Avenue,  New  York,  NY  10022. 


RENAULT  RODEO  « — ~  ^% 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE  ALL  REMEMBER  THAT  MYTHOLOGICAL  CREATURE,  THE  HYDRA 


who,  when  one  of  his  heads  was  cut  off,  promptly  sprouted 
a  few  more.  I'll  bet  President  Reagan  is  often  reminded  of 
that  critter  as  he  riffles  through  any  day's  periodicals, 
tunes  in  to  any  hour-of-the-day's  tube  talk,  news  or  other- 
wise. Not  that  many  months  ago  and  for  several  years 
before,  every  one  of  us  was  crying  out  loud — really  loud 
and  nigh  unceasingly — about  inflation.  Ruin  and  damna- 
tion were  inexorable  if  inflation  wasn't  exorcised. 


Lo  and  behold!  Miracle  of  miracles!  It  has  been. 

And  almost  nobody  nowadays  even  mentions  the  fact. 
High  interest  rates.  .  .  .  Budget  deficit.  .  .  .  Unemploy- 
ment. You  name  it  and  we're  all  bellowing  about  it. 

But  honestly,  shouldn't  we  just  reflect — rather,  per- 
haps, genuflect — on  the  fact  that  the  extraordinarily  de- 
structive specter  of  inflation  has  been  so  dramatically 
diminished? 


MANY  ARE  URGING  WITHDRAWAL  OF  U.S.  NATO  FORCES 


because  they  don't  think  Free  Europe's  members  are 
putting  as  much  money  and  as  many  bodies  into  the 
defense  pot  as  we  think  they  should.  And  many 
Americans  are  hurt  by  the  sizable  demonstrations  in 
many  NATO  capitals  against  nuclear  arms. 

How  stupid  any  lessening  of  our  forces  in  Europe  would 
be.  We're  there,  and  NATO  exists,  because  our  freedom 
and  our  very  existence  (along  with  our  trade  and  economy) 
would  be  as  endangered  if  Russia  overran  Western  Europe 
as  they  were  when  Hitler  swept  across  those  lands. 

Sure,  we'd  like  each  NATO  country  to  do  more.  But  we 
grossly  underestimate  what  these  front-line  countries  do  do 
now.  As  Robert  Komer,  a  former  Under  Secretary  of  De- 
fense, pointed  out  in  U.S.  News  &>  World  Report:  "We  have 
bigger  military  budgets,  but  the  Europeans  get  more  men  for 
the  buck  because  they  have  conscription.  If  the  allies  paid 
their  manpower  what  we  pay  our  soldiers  under  the  volun- 


teer system,  their  defense  budgets  would  be  comparable  to 
ours.  They  provide  us  bases  and  airfields  in  Europe.  They 
provide  more  forward-deployed  forces.  Lastly,  remember 
that  the  Europeans  would  also  furnish  the  battlefields  in  any 
future  war.  The  raw  figures  don't  reveal  these  contributions. 

"Fortunately,  we  are  blessed  with  many  rich  allies  who 
contribute  to  the  common  defense.  Russia  has  only  a  few 
poor  ones,  which  are  mostly  a  burden  on  Moscow.  It's 
smart  to  build  on  this  U.S.  advantage,  not  forfeit  it." 

If  even  a  fraction  of  those  mostly  youthful  West  Europe- 
an protesters  against  U.S.  nuclear  weapons  would  volun- 
teer their  skills  for  their  respective  countries'  convention- 
al forces,  there  would  be  far,  far  less  need  for  updated 
short-  and  medium-range  atomic  weapons. 

Strengthening  our  NATO  alliance  should  be  our  top- 
most priority— just  as  weakening,  dividing  NATO  and 
getting  us  out  of  Western  Europe  is  Russia's  first  priority. 


23  SENATORS  HAVE  SIGNED  UP  WITH  TEDDY  K 


and  165  Representatives  to  sponsor  a  resolution  urging  a 
freeze  on  all  nuclear  weapons.  Recent  New  England  town 
meetings  adopted  similar  resolutions.  And  growing  num- 
bers of  Americans  are  joining  parades  and  demonstrations 
aimed  at  the  same  objective. 

Of  course,  given  Russia's  current  significant  superiority 


in  multiheaded  medium-size  missiles  and  in  the  number 
and  power  of  their  intercontinental  nuclear  behemoths, 
the  Kremlin  enthusiastically  endorses  such  a  freeze. 

This  windmill  tilting  reminds  me  so  much  of  the  mil- 
lions of  youths  throughout  Western  Europe  (especially 
Britain)  who,  with  fervor  and  conviction,  signed  state- 
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merits  that  under  no  circumstances  would  they  bear  arms 
in  another  war — not  long  before  Hitler  started  World  War 
II.  Our  current  analogous  exercise  in  futility  will  contrib- 
ute nothing  to  preventing  nuclear  holocaust.  Only  a  rela- 
tive balance  and/or  the  impossibility  of  cither  superpower 
obliterating  the  other  with  a  first  strike  will  prevent  the 
world's  nuclear  suicide. 

Sure,  we'd  all  be  infinitely  better  off  if  that  balance  were 
at  a  far  lower  level.  That's  what  SALT  is  all  about.  But 


with  Russia  currently  ahead,  we  have  little  choice  but 
playing  catch-up — which  is  not  the  same  as  one-up. 

Imbalance  is  the  danger,  and  a  freeze  right  now  would 
insure  it.  Signing  noble  declarations,  shows  of  hands  and  a 
patter  of  feet  in  opposition  to  atomic  weapons  may  have 
value  to  many  participators  as  individual  therapy.  As  a 
contribution  to  peace,  such  clamor  isn't. 

Come  on  now — does  anyone  know  anyone  who  wants  a 
nuclear  war? 


THAT  WAS  A  FABULOUS  PARTY  HAPPY  ROCKEFELLER 


gave  to  honor  Henry  Kissinger  on  the  publica- 
tion day  of  the  second  volume  of  his  memoirs. 
Even  in  Nelson's  heyday  there  wasn't  a  more 
dazzling  gathering  in  Rockefeller  digs  of  Mak- 
ers, Shakers,  Doers  and  Shapers — with  very 
few  of  us  to  leaven  the  loaf. 

Henry  K.,  although  looking  thinner  and  a  bit 
wan  after  the  one-two  punch  of  his  open-heart 
surgery  and  the  death  of  the  father  whom  he  revered,  was 
visibly  touched  by  the  warmth  and  genuine  affection  that 
poured  on  him  from  Figures  spanning  the  political  spec- 
trum, including  not-that-long-ago  critics  and  rivals,  as 
well  as  those  of  us  who  never  cease  to  be  impressed  by  his 
genius  and  unremitting  sense  of  humor. 

Even  the  editor  of  one  of  our  most  powerful  national 
journals  agreed  with  my  comment  that  the  world  and  the 
U.S.  could  presently  much  benefit  from  his  Machiavelli- 
esque  ability  to  balance  conflicting  forces  caught  at  impos- 
sible impasse. 

I  asked  Art  Buchwald  how  he  could  so  continuously 
achieve  that  rarest  of  combinations,  satire  that  twinkles. 
"I  just  read  the  morning  papers,  and  there's  no  end  of 
possibilities  every  day.  Things  have  gotten  so  far  out  that 
now  only  a  humorist  can  bring  them  back  to  proportions 


that  people  can  understand.  Like  the  tale  of  the 
Ml  tank.  Who  could  have  imagined  anything 
so  ridiculous?" 

Speaking  of  humor,  I'd  never  realized  until 
that  evening  that  Citicorp's  Walter  Wriston 
had  such  a  sense  of  it  until  I  heard  him  kidding 
his  tennis-playing  friend,  Mike  Wallace. 
"What  you  can  do  with  the  truth  on  60  Min- 
utes has  to  be  seen  to  be  believed.  It's  just  as  you  do  when 
we're  playing  tennis — if  you  can't  reach  my  shot,  you  call 
it  'out'  without  even  turning  your  head!"  Mike  hit  back 
with  some  equally  kind  cuts  about  some  Citibank  custom- 
er experiences. 

Barbara  Walters,  a  lady  whose  beautiful  face  is  so  famil- 
iar to  uncountable  millions,  was  looking  even  younger  and 
fresher  than  when  I  first  had  the  fun  of  being  on  her  NBC 
program  a  number  of  years  ago.  I  don't  know  if  it's  the 
cameramen  or  the  makeup  people  at  ABC  who  don't 
always  succeed  in  having  her  look  on  the  tube  as  fabulous 
as  she  does  in  fact. 

The  unfortunate  note  of  the  evening  was  provided  by  the 
tycoon  contingent.  To  my  query,  "Do  you  see  any  signs 
yet  of  improving  business — in  general,  as  well  as  your 
own?"  not  one  of  these  moguls  responded  with  a  "yes." 


MOVIES 


•  Das  Boot — This  biography  of  a  World  War  II  U-boat,  its 
captain  and  crew  is  the  first  long  {2Vi  hours)  movie  since 
Gone  With  The  Wind  that's  so  totally  engrossing  you  are 
unaware  of  time  passing.  •Mephisto — A  very  different 
yet  powerful  portrayal  of  prewar  Nazi  Germany  as  seen 
through  the  eyes  and  actions  of  an  unceasing  actor,  who 
sees  but  refuses  to  see  the  role  he  plays  as  he  rises  to 
prominence  and  power  in  the  theater.  Mephisto  is 
brilliant,  but  Rolf  Hoppe  as  Goring  dominates  the  movie. 
Though  Hollywood  Oscar-ed  it  as  the  best  foreign  pic- 
ture, I  think  Three  Brothers  (see  p.  27)  is  a  wide-margin 
better.  «A  former  U.S.  Commissioner  of  Education  has 
commented  that  these  days  students  are  far  less  innocent 
than  we  were  at  that  age.  That's  for  sure,  as  two  current 
but  wholly  contrasting  movies  make  abundantly  clear. 
Porky's  is  set  in  a  Miami  high  school,  circa  the  Eisen- 


hower era.  Despite  its  language  and  explicitness,  the 
concentration  on  sex-beer-sex-cars  is  good,  clean, 
healthy,  wholesome  fun  compared  with  the  wrenching 
drug  pits  German  kids  plunge  into  in  Christiane  F.  This 
film  is  marked  "R,"  but  it  should  be  required  viewing  for 
every  teenager.  Their  parents  don't  need  it.  •  Richard 
Pryor  Live  on  the  Sunset  Strip — what  a  fantastic  comedy 
genius!  With  a  change  of  expression,  the  slightest  inflec- 
tion and  a  dozen  words,  the  man  can  characterize  a  race, 
a  creed,  a  color,  and  you  split  your  sides  as  he  unvar- 
nishes  the  ugliness  too  often  associated  with  people's 
varying  races,  creeds  and  colors.  This  man,  filmed 
standing  on  a  stage,  makes  a  ten-times-better  feature 
than  most  involving  Smultimillions  in  stars,  sets,  people 
and  scripts.  (Since  leaving  the  Army,  I  haven't  heard  that 
word  f—  used  so  many  times  in  each  and  every  sentence. 
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If  that  bothers  you,  Mr.  Pryor  isn't  for  you.)  •  Three 
Brothers — While  this  is  not  a  documentary,  there's  never 
been  a  better  depiction  of  Italy  and  Italians,  old  and 
new — their  passions,  contradictions,  cares,  corrupt  prac- 
tices, joys.  A  moving  movie,  superbly  acted.  It's  hard  to 


believe  there  will  be  a  better  foreign  film  this  year. 
•  Vice  Squad — Unceasing  violence,  bloody  brutality.  I 
can't  recall  even  a  war  film  with  such  a  concentration  of 
gore.  It's  enough  to  reform  hookers,  empty  vice  squads — 
and  theaters  showing  Vice  Squad. 


WHATEVER  DO  YOU  SUPPOSE  THEY'D  BE  USED  FOR? 
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to  K'^_✓<\/OIftWs/under,' 
Principals  only 
Box  I  D  956,  Wall  Street  Journal 


BLANK  RECEIPTS 

100  restaurant  receipts,  50  styles, 
$5.98  Satisfaction  guaranteed 
D  &  K  Sales,  P.O.  Box  82,  Kempton, 
Pa.  19529. 


CROWN  RUSSIAN 
SABLE  COAT 

lt^  1982,  ^^e^ver  /Va^n, 


— from  the  classified  advertising 
section  of  the  Wall  Street  Journal 


WE  WERE  TALKING  ABOUT  ALTERNATE  ENERGY  SOURCES 

recently  with  Peoples  Energy  Corp.  CEO  Gene  Tracy,    put  into  perspective  the  inaneness  of  some  proffered  solu- 


After  a  wide-ranging  discussion  that  went  from  the  mun- 
dane and  possible  to  the  Way-Out,  he  simply  and  superbly 

I'D  RATHER  GO  DOWN  IN  FLAMES 

than  end  up  in  'em. 


tions:  "Look,  you  can  even  run  a  car  on  water  pressure — as 
long  as  you  have  a  long  enough  hose." 

ONLY  WORMS  HAVE  ANY  REASON 

to  believe  in  human  reincarnation. 


WHY  IS  EVERYONE  DOWN  ON  SUPPLY  SIDE  ECONOMICS? 


Below  are  excerpts  from  a 
recent  talk  given  by  M.S.  Forbes 
fr.  at  the  Conference  on  Supply- 
Side  Economics  presented  by  the 
Federal  Reserve  Bank  of  Atlanta 
and  Emory  University  Law  &) 
Economics  Center. 
Whatever  we  call  the  subject 
we're    discussing    today — supply- 
side  economics,  neoclassical  eco- 
nomics or  voodoo  economics — it  all 
boils  down  to  one  thing:  incen- 
tive— making  it  worthwhile  for  peo- 
ple to  produce  more,  to  innovate 
more,  to  save  more. 

Why  is  there  such  skepticism 
about  supply-side  economics? 

The  much  ballyhooed  tax  cut  en- 
acted last  year  was  not  an  instant 
success.  Instead  of  the  financial 
markets  and  the  economy  quickly 
moving  up,  as  Stockman  and  others 
had  expected,  they  went  down.  The 
reasons  are  simple.  The  first  is  the 
disarray  in  monetary  policy.  With- 
out a  sensible  monetary  policy,  in- 
terest rates  stay  high;  the  economy 
cannot  do  very  well  for  very  long 
under  those  circumstances.  An- 
other factor:  For  most  people,  there 
has  been  no  tax  cut  and  won't  be 
until  this  July.  .  .  . 

The  most  important  factor  for  the 
skepticism  is  that  many  of  us  have 


to  unlearn  what  we  learned  in  our 
college  economics  courses.  Because 
of  the  shattering  experience  of  the 
Great  Depression,  we  were  taught 
that  an  economy  cannot  be  left  to 
its  own  devices,  that  it  won't  work 
without  the  government's  taking  an 
active  hand  in  managing,  stimulat- 
ing, manipulating  or  fine-tuning 
economic  activity. 

We  were  taught  to  see  the  econo- 
my as  an  engine  that  would  sputter 
and  stall  without  fuel  injections — 
i.e.,  money — from  the  government. 
Even  free-market  economists  such 
as  Milton  Friedman  think  that  the 
key  to  success  is  the  government's 
managing  money  supply,  an  impos- 
sibility in  the  real  world.  .  .  . 

The  Depression  discredited  a  lot  of 
worthwhile  things.  The  Mellon  tax 
cuts  of  the  1920s  were  portrayed  as  a 
giveaway  to  the  rich.  Kennedy  got 
away  with  similar  cuts  because  they 
were  trussed  up  in  Keynesian  garb. 

We  were  taught  that  gold,  if  it 
didn't  cause  the  Depression,  cer- 
tainly prolonged  the  suffering  of 
those  years.  The  gold  feature  of  the 
post-World  War  II  Bretton  Woods 
international  monetary  system  was 
cast  as  an  anachronism;  we 
scrapped  it  in  1968.  Yet,  by  what- 
ever criteria  we  use,  the  economic 


performance  after  1968  has  been  a 
lot  worse  than  before.  .  .  . 

Those  who  say  the  basic  tenets  of 
supply-side  economics  are  untried 
should  take  a  closer  look  at  the  his- 
tory books.  After  World  War  II  we 
put  in  sensible  rules  for  money  with 
Bretton  Woods.  We  prevented  a  re- 
descent  into  self-destructive  trade 
wars  through  General  Agreement 
on  Tariffs  &  Trade.  The  world  econ- 
omy boomed. 

Now,  just  as  one  example  of  how 
this  system  worked,  we  have  only 
to  go  back  to  the  1960s  when  Ken- 
nedy became  President. 

The  dollar  was  under  attack  in 
1960-61.  To  reassure  nervous  mar- 
kets, Kennedy  appointed  a  conser- 
vative as  Secretary  of  the  Treasury 
and  vowed  to  maintain  the  dollar 
link  to  gold  at  $35  an  ounce.  He 
kept  a  good  grip  on  the  budget, 
though  he  did  increase  military 
spending.  He  put  in  tax  cuts  that  are 
similar  to  those  Reagan  passed  last 
year.  The  Kennedy  program 
worked.  The  budget  deficit  was  vir- 
tually eliminated,  we  had  no  resur- 
gence in  inflation,  and  we  had  a 
large  trade  surplus.  .  .  . 

Supply-side  economics  is  simply 
a  new  name  for  old  principles  that 
have  worked  well  in  the  past. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


NATO  Rout? 

Q.  Even  with  300,000  U.S.  troops  in 
Europe,  can  NATO  still  hope  to  defeat 
a  Soviet  invasion? 

A.  Emphatically  yes.  A  strong  con- 
ventional defense  at  acceptable  cost  is 
possible  if  America  and  her  allies  take 
necessary  steps  to  create  it.  China  ties 
down  a  quarter  of  all  Soviet  forces; 
100,000  Russian  troops  are  bogged 
down  in  Afghanistan;  the  Soviets 
can't  rely  on  Warsaw  Pact  forces,  such 
as  the  Poles.  So  this  image  of  all  those 
Russian  hordes  sweeping  down  on 
NATO's  few,  pitiful  forces  is  grossly 
overdrawn. 

— Robert  Komer, 
former  Under  Secretary  of  Defense, 
U.S.  News  &?  World  Report 

Honeymoon  Pearl 

Times  change.  A  war  foe,  the  U.S., 
becomes  a  useful  ally  and  top  market 
for  electronic  goods.  Japan's  present 
generation  sees  Pearl  Harbor  as  a 
beautiful  place  for  a  honeymoon. 

— Alan  Goodall,  Tokyo  corres- 
pondent of  The  Australian, 
in  Pacific  Islands  Monthly 

Propane  Gassed 

Hoping  to  cut  fuel  costs  40%,  as 
well  as  conserve  petroleum,  the 
Rocky  Hill  Police  Department  an- 
nounced in  April  1980  that  it  would 
become  the  first  in  Connecticut  and 
among  the  first  in  the  nation  to  use 


"It  beats  the  hell  out  of 
mazes — you  just  make  each 
side  a  different  color,  and  they 
throw  you  a  piece  of  cheese." 


liquefied  propane  rather  than  gasoline 
in  police  cars. 

How  has  it  worked?  Police  Chief 
Charles  Catania  says:  "Let  me  tell 
you  offhand  exactly  in  a  nutshell  how 
it's  worked  out:  We're  not  using  it 
anymore."  He  says  the  police  union 
was  "literally  petrified  of  using  pro- 
pane." The  men  feared  propane's 
highly  explosive  quality,  he  says,  and 
after  five  months  the  Town  Council 
yielded  and  ended  the  experiment. 

— New  York  Times 


Risking  Capital 

In  1969  Congress  increased  from 
25%  to  49%  the  maximum  tax  on 
long-term  capital  gains — the  profit 
made  by  an  investor  on  the  sale  of 
stocks,  real  estate  and  other  property. 
The  effect  was  devastating.  In  1969, 
$171  million  was  amassed  in  venture 
capital.  By  1975  the  amount  had  fall- 
en to  just  $10  million. 

In  1978,  however,  Congress  rolled 
back  the  capital  gains  tax  rate  to  28%. 
With  the  potential  payoff  increased, 
investors  were  again  willing  to  take  a 
risk.  Last  year  $1.3  billion  in  venture 
funds  was  accumulated,  more  than 
100  times  the  amount  of  only  six 
years  earlier. 

— Time 

Times  Square  Cleanup 

It's  the  traditional  business  of  busi- 
ness to  tear  down  and  build.  That's 
how  cities  make  money.  Of  course 
the  Portman  Hotel  would  help  clean 
things  up — we'd  get  rid  of  a  lower 
class  of  thieves  and  import  a  higher 
class  of  thieves;  it's  just  changing  the 
color  of  the  people  who  are  doing  the 
robbery. 

— cartoonist-playwright  lules  Feiffer 

Henry  K.  Meets  Rocky 

I  first  met  Nelson  Rockefeller 
when,  as  an  assistant  to  the  President, 
he  called  me,  a  graduate  student,  to 
join  one  of  the  panels  of  experts  he 
was  forever  setting  up  to  ponder  the 
nation's  future.  He  entered  the  room 
slapping  backs,  calling  each  of  us  by 
the  best  approximation  to  our  first 
name  that  he  could  remember,  at 
once  outgoing  and  remote.  Intoxicat- 
ed by  the  proximity  of  power,  all  of  us 
sought  to  impress  him  with  our  prac- 


tical acumen  and  offered  tactical  ad- 
vice on  how  to  manipulate  events. 
After  we  were  finished,  the  smile  left 
his  face  and  his  eyes  assumed  the 
hooded  look  which  showed  that  we 
were  now  turning  to  things  that  mat- 
tered. "What  I  want  you  to  tell  me," 
he  said,  "is  not  how  to  maneuver.  I 
want  you  to  tell  me  what  is  right." 

— Henry  Kissinger  at 
Nelson  Rockefeller's  funeral 


We  are  in  great  haste  to  con- 
struct a  magnetic  telegraph 
from  Maine  to  Texas;  but 
Maine  and  Texas,  it  may  be, 
have  nothing  important  to 
communicate. 

— Henry  David  Thoreau 


Indian  Ocean  Paradise 

The  scene  is  a  small  but  heavily 
populated  island  in  the  Indian  Ocean. 
My  lady  and  I  rent  a  picture-postcard 
little  house  for  somewhat  less  per 
month  than  we  paid  for  a  post  office 
box.  .  .  . 

You'll  get  no  rest  in  the  hard-core 
tropics.  Mainly  it's  the  bugs.  Fleas, 
flies,  ants,  gnats,  ticks,  spiders,  cane 
bugs,  the  ubiquitous  mosquito  and  a 
few  million  other  species.  A  mosquito 
net,  a  hammock,  various  sprays  and 
salves,  maybe  a  secondhand  moon- 
walk  suit,  help.  .  .  .  Sea  ulcers,  fever, 
diarrhea,  sunburn,  constant  head- 
aches, and  salt-deficiency  cramps; 
scabies,  pleurisy,  multiple  rashes,  rag- 
ing infections  in  every  scratch  and 
mosquito  bite:  these  are  daily  fare. 
Typhoid  fever,  dengue  fever,  malaria 
and  hepatitis  are  the  major  league  ill- 
nesses the  two  of  us  have  suffered  in 
the  past  year  alone.  .  .  . 

The  tropics  brings  you  back  to  your 
body  all  right — like  a  world  war  might 
help  you  to  notice  your  national 
boundaries. 

— Bill  Finnegan,  California 

Bargain  Hunting 

The  editor  of  the  West  Virginia 
Hillbilly  wrote  one  time  that  when 
Punk  Green's  mother-in-law  was 
kicked  to  death  by  a  mule,  the  wake 
was  so  crowded  people  could  hardly 
find  a  place  to  sit  and  sing.  A  fellow 
said,  "Punk,  your  mother-in-law 
must  have  been  mighty  popular." 

Punk  said,   "Well,  actually  they 
didn't  come  to  the  funeral.  They  come 
to  buy  that  old  mule." 
— Charles  Kuralt,  Dateline  America 
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Introducing 
a  new  way  to 
set  the  tables 
of  Europe 


Lykes  Lines  chill  barges 
represent  a  growing 
portion  of  LTV's  ocean 
shipping  business. 

Innovative  chill  barges,  developed 
and  operated  exclusively  by  Lykes 
Lines,  LTV's  ocean  shipping 
group,  are  delivering  American 
perishable  foodstuffs  to  the  mar- 
kets of  Europe,  the  United  King- 
dom and  the  Mediterranean  just 
days  after  they're  harvested. 
Working  in  tandem  with  Lykes 
Seabee  ocean  carriers,  these  barges 
give  customers  the  advantage  of 
shipping  goods  out  faster  in 
smaller,  more  profitable  lots.  And 
they  provide  major  new  foreign 
markets  for  American  produce. 


LTV  is  looking  ahead.  The 
company  reported  record  1981 
earnings  in  excess  of  $386  million 
and  has  reinstated  quarterly  cash 
dividends  for  the  first  time  in  more 
than  a  decade. 


Results  al  a  Glance 


1981 

1980 

Sales 

$751  billion 

$5.74  billion 

Net  Income 

$386.3  million 

$127.9  million 

E-.amm^s  per  Share* 

$7  59 

$2  96 

For  the  complete  story,  send 
for  our  1981  annual  report.  Write 
Corporate  Affairs,  The  LTV  Cor- 
poration, P.O.  Box  225003-8D, 
Dallas, Texas  75265. 

EU  LTV'S 

LOOKING  AHEAD 


Carrying  18,000  cartons  of 
perishable  food,  these  innovative 
chill  barges  bring  "piggyback" 
technology  to  ocean  shipping. 


The  LT\'  Companies:  ENERGY:  Continental  Emsco  Company:  STEEL:  Jones  &  Laughlin  Steel:  AEROSPACE/DEFENSE:  Vought  Corporation. 

Kentron  International:  OCEAN  SHIPPING:  Lykes  Bros.  Steamship  Co..  Inc. 


The  Mercedes-Benz  240D: 
the  s23,000  sedan  based  on  the  timeless  idea 
that  function  should  always  come  first. 


Frivolity  is  out.  The  240  D  is  one  and  a  half  tons  of  cold  engineering  logic - 
an  automobile  meant  to  reflect  not  your  wealth  but  your  perspicacity. 


■Jeople  choose  the  240  D  Sedan 
;  L  because-like  Mercedes-Benz 
■ngineers-  they  believe  that 
ILnctional  efficiency  seldom 
bmes  from  shortcuts. 
The  240  D  is  powered  by 
ne  of  the  saner-sized  engines 
i  its  class:  a  four  cylinder 
iesel  engine,  displacing  just 
.4  liters. 

Few  engines  of  any  size  are 
lore  expensively  machined 
nd  balanced.  (All  pistons 
nd  connecting  rods,  for 
istance,  are  individually 
alanced  as  a  set.)  Such  pre- 
ision  helps  the  240  D's  engine 
ice  the  prospect  of  long, 
ard,  heavy  use  unafraid. 
This  power  plant  is  so  sophis- 
cated  in  design  that  a  built-in 
evice  adjusts  the  fuel  injection 
ate  barometrically,  to  help  the 
40  D  run  efficiently  at  7,000  feet 
ir  at  sea  level. 

Yet  it  is  so  simple  in  operation 
hat  for  its  first  10,000  miles,  total 
cheduled  maintenance  is  about 
"tree  hours. 

$558  for  10,000  miles? 

The  240  D  lets  you  choose 
>etween  maximum  convenience 
nd  maximum  mileage  with 
our-speed  automatic  or  four- 
peed  manual  versions. 

Even  the  automatic  hardly 
puzzles  fuel.  In  fact,  at  an  average 
?ost  of  $1.34-per-gallon  for  diesel 
^el  in  the  U.S.  and  with  the  EPA 


take  the  strains  of  high  mileage 
and  hard  driving  in  stride. 

The  car's  lack  of  shimmy  and 
shake  on  ugly  roads  owes  much 
to  its  rigid,  welded  steel  fuselage- 
a  unit  body. 


nileage  figure  of  |24  |  mpg 


estimated,**  the  automatic  240  D 
should  take  you  10,000  miles  for 
ibout  $558. 

No  gadgets,  no  baubles 

The  240  D  is  engineered  to 


The  efficiency  of  tenacious  roadholding  is  standard. 


Its  four-wheel  disc  brakes 
(with  456  sq.  in.  of  swept  area) 
could  stop  a  vehicle  many  times 
its  size  and  weight. 

The  240  D  is  not  shy  of  pot- 
holed  roads,  humpbacked  roads, 
or  twisty  roads.  Sold  as  it  is  in 
90  countries- few  blessed  with 
superhighways -it  could  not 
afford  to  be. 

Gadgets  and  baubles  are  ab- 
sent. What  could  these  add  to 
efficiency?  An  electronic  cruise 
control  is  provided,  allowing  you 
to  hold  a  steady  55-mph- without 
fuel-wasting  ups  and  downs. 

Because  the  240  D  is  meant  to 
take  efficient  care  of  its  occupants, 
it  incorporates  120  safety  features. 
Many  of  these  satisfy  Federal 
laws.  And  many  more  are  incor- 
porated to  satisfy  the  Mercedes- 
Benz  obsession  with  safety. 

Robots,  hands,  eyes 

A  well-built  car  is  usually  a 
more  efficient  car.  It  is  for  this 


reason  that  Mercedes-Benz 
lavishes  such  care  on  the  240  D's 
construction  and  finish. 

It  does  not  feel  tinny.  The  body 
is  not  bolted  together  but  fused 
together  as  a  unit  structure- 
4,786  welds  strong. 

Robots  precision-weld  the 
body.  Since  robots  can't 
smooth  body  seams  and 
joints,  skilled  workmen  do. 

The  efficiency  of  value 

The  240  D  is  a  sensible 
but  not  a  Spartan  auto- 
mobile. Even  air  condition- 
ing is  standard,  and  the 
interior  is  accented  with  a 
traditional  wood  grain  that  is 
created  by  real  wood. 
Mercedes-Benz  cars  in 
America  have  written  such  a 
legend  of  retained  value  that  this 
must  be  considered  alongside 
that  $23,000  price  tag.  These  cars- 
including  the  240  D-have  been 
shown  to  retain  80  percent  of  their 
original  value  after  the  first 
three  years. 

In  this  category,  as  in  others, 
there  is  simply  no  other  auto- 
mobile like  the  Mercedes-Benz 
240  D  Sedan.  At  $23,000  or 
any  price. 

*  Approximate  suggested  advertised  deliv- 
ered price  at  port  of  entry. 

**EPA  estimate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip 
length,  speed  and  weather. 

©1982  Mercedes-Benz  N.A.,  Inc.,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


Merrill  Lynch  Commodity  Maxims: 


ITS  NOT  JUST 

HOW  MUCH 
YOU  KNOW 
ITS  HOW  SOON. 

In  commodity  futures  trading,  slow  and  steady  isn't 
even  in  the  race.  You  have  to  trade  in  several  likely  areas 
simultaneously  keeping  your  eye  on  all  of  them  at  once. 

You  have  to  shift  from  one  futures  market  to  another, 
as  opportunities  come  and  go. 

You  have  to  close  out  losing  positions  quickly  and 
calculate  just  how  long  to  let  your  profits  run. 

To  help  you  cope  with  all  this,  Merrill  Lynch 
Commodities  Inc.  provides  a  uniaue  combination  of 
accurate  information  and  fast  communications.  We've 
developed  outstanding  research  to  help  you  select  the 
right  trades  in  the  first  place,  and  then  we  get  that  infor- 
mation out  fast  to  Merrill  Lynch  Commodity  Account 
Executives  throughout  the  world. 

With  the  largest  research  team  in  the  business,  we 
can  cover  more  futures  markets  in  more  detail,  and 
quickly  distill  and  interpret  the  information.  Result:  you  get 
clear-cut,  specific  recommendations  of  what  to  buy 
what  to  sell,  when,  and  at  what  price. 

But  having  the  information  in  time  is  just  as  impor- 
tant as  having  it  right.  Here  again,  Merrill  Lynch  Account 
Executives  have  an  advantage.  An  exclusive  in-house 
commodity  newswire  brings  them  information  as  it 
develops.  A  nationwide  intercom  system  keeps  them  in 
touch  with  firsthand  feedback  from  our  specialists  on 
the  trading  floors. 

Just  as  quickly,  Merrill  Lynch  Account  Executives 
can  relay  your  trading  decisions  to  more  than  25 
commodities  exchanges  around  the  world. 

For  more  information,  call  1-800-526-3030 
(extension  544)  and  ask  for  a  copy  of  The  Merrill  Lynch 
Guide  to  Speculating  in  Commodity  Futures.  It  contains 
much  you  should  know  Soon. 

WE  KNOW  COMMODITIES  COLD. 


Merrill  Lynch  Commodities  Inc. 

A  breed  apart. 

©  1982  Merrill  Lynch  Commodities  Inc. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


Why  the  strong  dollar 
makes  productivity 
look  worse  than 
it  really  is 


The  Europeans 
are  unhappy  with 
Reaganomics  but  can't 
agree  on  much  else 


Why  the  trade 
imbalance  will  brake 
economic  recovery 


A  RECORD  TRADE  DEFICIT 

Is  American  industry  losing  its  competitiveness?  If  it  is,  the  strong 
dollar  may  be  as  much  to  blame  as  high  wages  and  low  productivity. 
The  U.S.  balance  of  trade  could  be  in  the  red  to  the  tune  of  $34  billion 
this  year — a  25%  increase  over  the  already  high  1981  figure.  We  are 
currently  importing  $1.12  worth  of  goods  for  every  $1  worth  we  export. 
And  this  in  spite  of  a  big  drop  in  U.S.  imports  of  oil. 

U.S.  exports  have  been  falling  while  imports  of  such  goods  as  steel, 
autos  and  electronics  have  risen  rapidly.  The  reason,  of  course,  is  that 
foreign  currencies  have  plummeted  versus  the  U.S.  dollar.  The  Ger- 
man mark,  for  example,  has  lost  nearly  30%  of  its  value.  The  French 
franc,  thanks  to  Mitterrand's  bungling  and  meddling,  fell  about  40%. 
This  has  set  off  an  export  blitz  aimed  at  the  U.S.  Bad  news  for  GM. 
Good  news  for  Mercedes  and  Honda. 

As  a  result  of  the  boom,  the  Europeans  could  come  out  of  the  recession 
ahead  of  the  U.S.  "Export  activity  has  been  strong  and  is  already 
propping  up  sluggish  European  domestic  activity,"  says  Girard  Bank 
senior  investment  officer  William  Steuernagel.  This  is  probably  why 
some  European  stock  markets  have  recently  outperformed  New  York. 

Yet  the  Europeans  aren't  happy.  By  attracting  capital  to  the  U.S.,  the 
high  U.S.  interest  rates  are  forcing  the  Europeans  to  keep  their  own 
rates  higher  than  they  would  like,  thus  weakening  their  freedom  of 
action  in  dealing  with  unemployment  at  home.  But  the  U.S.  is  paying 
scant  attention  to  their  complaints.  Why  should  it?  Only  a  few  years 
back  the  same  people  were  complaining  that  our  interest  rates  were 
too  low  and  the  dollar  cheap.  Unable  to  deal  effectively  with  their  own 
problems,  European  politicians  are  blaming  the  U.S. 

In  recent  U.S.  downturns,  a  weakening  dollar  has  slashed  imports  and 
cushioned  the  slide.  This  time  around,  U.S.  rates  have  remained  in  the 
stratosphere  and  pulled  in  capital  from  abroad.  How  long  will  this 
aberration  last?  Unfortunately,  as  long  as  rates  stay  up,  and  U.S. 
interest  rates  are  unlikely  to  fall  significantly  until  well  after  midyear. 

So  the  present  system  of  floating  exchange  rates  is  creating  as  much 
disequilibrium  as  the  Bretton  Woods  fixed  exchange  rate  system  did  in 
its  final  days.  But,  although  they  see  eye-to-eye  in  complaining  about 
the  strong  dollar,  the  Europeans  can  agree  on  little  else.  This  disunity 
should  enable  President  Reagan  to  dominate  the  Versailles  economic 
summit  meeting,  and  gain  more  time  for  his  policies. 

Remember  all  this  when  people  tell  you,  "American  industry  can't 
compete  any  longer."  We  will  compete  a  good  deal  more  effectively 
when  interest  rates  come  down  and  the  dollar  weakens  against  foreign 
currencies,  but  this  isn't  in  sight  so  long  as  the  Federal  Reserve  puts 
high  priority  on  keeping  inflation  down.  By  keeping  interest  rates  high 
the  Fed  artificially  strengthens  the  dollar.  All  this  will  tend  to  brake 
any  economic  recovery.  For  the  first  time  in  history,  says  monetary 
expert  C.  Fred  Bergsten,  trade  balance  is  a  major  cause  of  a  recession. 
One  more  striking  case  of  the  old  economic  rules  turned  topsy-turvy  in 
today's  world. 
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The  Forbes  Index 

Forbes  Index 
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Flat  city.  For  the  first  time  in  six  months,  the  Forbes 
Index  did  not  decline.  Manufacturers'  new  orders  rose 
1.7%,  while  inventories  fell  by  only  0.1%.  Unemploy- 
ment claims  also  declined  in  February;  the  8.1%  dip 
represents  the  first  such  good  news  on  unemployment 
claims  since  a  similar  drop  in  October  1980. 


Has  the  recession  hit  a  bottom?  It's  too  soon  to  tell.  But 
low  inflation  is  a  reality — for  now.  The  Consumer  Price 
Index  for  February  posted  a  0.3%  rise,  putting  the  annual 
rate  of  increase  at  a  mere  3.6%.  Further  drops  in  the 
Forbes  Index  are  still  possible,  and  good  news  should 
continue  to  come  in  during  the  current  reporting  period. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  order*  for  durable  good*  com- 
pared with  manufacturers'  inventories,  total  retail  tale*, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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low  St.  Regis  made  a  two-by-four  that's 
2  ft.  longer  than  the  world's  tallest  tree. 


The  world's  tallest  tree  is  a  368  ft.  redwood  in  a 
onal  park  near  Eureka,  California. 
And  yet  we  made  a  two-by-four  that's  400  feet  long- 
Ifeet  longer  than  the  world's  tallest  tree.  Forty  stories  of 
itinuous  two-by-four. 

How  did  we  do  it?  Simple.  We  glued  60  off-sized 
ces  of  two-by-four  together  with  hot-glued  finger  joints, 
d  then  got  fifty  men  and  women  to  carry  it  out  into  the 
d  above  and  intentionally  break  it  against  a  tree. 

Our  tests  show  that  the  joints  are  stronger  than  the 
rounding  wood. 

Of  course,  our  speciality  is  not  400  footers  but  eight 
'ters-the  so  called  stud,  the  main  support  of  the  home 
lding  industry.  We're  one  of  the  largest  makers  of  eight 
it  two-by-fours. 

And,  as  in  any  operation  where  the  raw  material  is 
i-uniform,  there's  a  certain  amount  of  waste.  That's  why 
go  out  of  our  way  to  use  the  short  leftover  pieces.  It's 
•  policy  to  use  the  resource  wisely.  So  we're  out  to  use 
the  log- 100%. 

What's  the  future  of  wood  building  products?  Are  they 
ng  replaced  by  synthetics? 

Pound  for  pound  wood  has  greater  compression 
ingth  than  steel.  And  it's  certainly  more  workable. 


But  also  we  make  a  lot  more  building  products  than 
two-by-fours  and  dimension  lumber. 

We  make  prestressed  concrete  walls  and  floors. 
Insulation  and  vapor  barrier  papers.  And  even  culverts. 

All  this  reflects  the  marketing  stance  of  St.  Regis 
toward  all  our  packaging,  paper,  lumber  and  construction 
products.  To  use  the  full  weight  of  our  technology  in 
serving  our  markets  and  in  renewing  the  forest  resource 
our  products  come  from. 

St.  Regis — serving  Man  and  Nature. 
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Whenever  an  F-16  climbs  into  the  sty 
a  lot  of  Westlnghouse  technology 

goes  with  it. 

It's  the  best  multi-mission  fighter  in  the  world.  And 
Westinghouse  technology  helped  it  earn  that  reputation. 

Westlnghouse  computerized  controls 
help  build  it. 

F-16  parts  demand  the  utmost  precision.  That's  why  the 
F-16  is  built  with  the  help  of  a  Westinghouse  factory  control 
system  and  Westinghouse  software.  The  Westinghouse 
Distributed  Control  System  simultaneously  operates  up  to 
63  machine  tools  working  independently  and  at  widely  vary- 
ing rates,  while  monitoring  each  to  within  precise  tolerances. 
The  results:  a  fourfold  reduction  in  reject  rate.  Inspection 
costs  down  80  percent. 

Westinghouse  generators  help  it  fly. 

An  advanced  Westinghouse  generator  powers  the  F-16's 
electrical  system.  It  packs  twice  the  power  per  pound,  and 
is  five  times  more  reliable  than  systems  prior  to  spray  oil 
cooled  technology. 

Westinghouse  radar  helps  it  fight. 

A  Westinghouse  fire-control  radar  system  finds  and  tracks 
enemy  targets  at  long  range  in  any  weather.  Advanced  radar 
technology  gives  the  F-16  an  exceptional  combination  of 


performance  and  reliability.  Its  operational  readiness  record 
is  unprecedented. 

Westinghouse  ECM  keeps  it  safe. 

A  Westinghouse  Electronic  Countermeasures  System 
(AN/ALQ-131)  protects  both  plane  and  pilot  against  smart 
missiles  and  other  threats.  It  can  simultaneously  confuse 
multiple  threats,  and  automatically  assign  priority  counter- 
measures  to  the  most  dangerous.  The  pilot  can  keep  his 
mind  on  flying  and  fighting. 


For  more  information,  call  toll  free:  800-245-4474. 

In  Pennsylvania,  call  800-242-2550.  Or  write 

Six  Gateway  Center,  Department  10,  Pittsburgh,  PA  15222. 


National  Car  Rental' 


As  a  business  traveler,  you 
deserve  service  that's  not 
only  fast  but  friendly. 
A  lot  of  respect.  And 
extra  help  whenever 
you  need  it.  That's 
"National  attention.SMv 

Contact  your  travel 
consultant.  Or  call  800- 
328-4567.  In  Minnesota 
call  800-862-6064.  In 
Alaska  and  Hawaii  call 
800-328-6321.  In  Canada 
call  collect  612-830-2345. 


)  1982,  National  Car  Rental  System,  Inc.  In  Canada  it's  Tilden.  In  Europe.  Africa,  and  the  Middle  East,  it's  Europcar. 


Forbes 


With  upwards  of  $70  billion  in  loans  on  the  line,  cash  flow  has 
been  falling  along  with  oil  prices.  The  glitter  m  off  of  black  gold. 


Banking 
on  oil 


By  Priscilla  S.  Meyer 
and  Ellyn  Spragins 


Oil  producers  aren't  the  only 
ones  worrying  about  dropping 
oil  prices  these  days.  Lots  of 
bankers  have  their  fingers  crossed 
as  well.  And  not  only  the  Texas 
bankers. 

Over  the  past  two  years  re- 
source mining  loans  (primarily 
oil)  have  accounted  for  35%  of 
the  growth  of  business  loans  for 
the  nation's  large  banks,  accord- 
ing to  Abraham  Gulkowitz,  vice 
president  and  economist  for 
Bankers  Trust.  According  to  Fed- 
eral Reserve  Board  figures,  they 
climbed  to  $25.8  billion  in  Febru- 
ary from  $12.5  billion  two  years 
earlier.  Gulkowitz  claims  this  is 
only  the  tip  of  the  iceberg.  Not 
included  in  these  Fed  numbers 
are  Eurodollar  loans  booked  in 
overseas  offices  of  U.S  banks, 
commercial  paper,  loans  from 
foreign  banks.  And  lately  these 
are  precisely  the  places  where 
much  of  the  drilling  money  has 
been  coming  from.  Add  it  all  up 
and  there  may  be  as  much  as  $70 
billion  outstanding  in  oil  produc- 
tion and  drilling  loans. 

A  fair  number  of  these  loans 
may  soon  be  in  jeopardy  if  oil 
prices  continue  dropping.  Many 


independent  oil  production  properties 
and  quite  a  few  of  the  newer  drilling 
properties  and  rigs  are  heavily  lever- 
aged. And  many  of  the  loans  are  tied 
to  bank  projections  of  $75-  to  $90-a- 
barrel  oil  by  1987. 


Says  a  Houston-based  lending  offi- 
cer of  a  New  York  bank:  "The  way  it 
generally  worked  two  years  ago,  you 
started  with  $40-a-barrel  oil  and  esca- 
lated it  by  15%  every  year  until  you  got 
to  $90  a  barrel.  We  thought  that  oil  was 
going  to  go  through  the  roof.  If  you 
now  recalculate  the  cash  flows 
with  flat  oil  prices  and  dis- 
count those  values  by  15%, 
many  of  the  oil  production 
companies  can't  cover  their 
debt,  even  though  these 
loans  were  generally  only  50% 
of  the  discounted  value." 

Particularly  vulnerable  are 
small  independent  oil  production 
companies  that  borrowed  every 
cent  they  could  obtain,  occasion- 
ally on  overly  optimistic  projec- 
tions of  production  capacity. 

At  this  point  only  scattered  oil 
production  loans  are  appearing  in 
the  growing  bad-loan  list  of  the 
banks.  But  if  oil  prices  continue  to 
fall,  and  particularly  if  interest 
rates  remain  high,  there  is  a  point 
at  which  foreclosures  of  properties 
securing  the  loans  must  begin. 

Some  bankers  disagree.  "Even 
at  $20  a  barrel  we  don't  see  sub- 
stantial losses  in  our  portfolio  of 
secured  loans  to  independents," 
says  First  City  National  Bank 
of  Houston.  But  behind  the 
scenes,  bankers  are  worried.  "Ner- 
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vous  lenders  are  calling  us,"  says  Su- 
zanne Wright,  an  oil  analyst  in  Den- 
ver for  First  Boston  Corp.  "Everyone 
is  saying  this  reminds  them  of  the 
REITs,"  says  a  lending  officer  for  a 
major  New  York  bank,  voicing  what 
is  really  worrying  many  bankers. 

The  real  estate  investment  trusts 
foundered  in  the  1975  recession. 

As  conditions  worsened,  terms  of 
the  loans  were  extended.  Ultimately 
the  trusts  and  their  bank  lenders  were 
forced  to  liquidate  assets  in  an  at- 
tempt to  pay  off  the  bank  debt,  un- 
loading hundreds  of  condominiums 
and  shopping  centers  in  various  stages 
of  construction  into  a  nervous  mar- 
ket. Values  of  the  properties  col- 
lapsed. Many  properties  and  loans 
ended  up  in  the  hands  of  "work-out 
doctors." 

Now  a  few  of  the  same  work-out 
specialists  have  recently  been  setting 
up  shop  in  Houston. 

With  oil  loans,  as  with  loans  made 
by  REITs,  aggressive  competition 
among  lenders  caused  riskier  and  ris- 
kier lending.  "Banks  thought  that  this 
was  a  sure  thing,  that  oil  prices  would 
rise  forever.  They  thought  they  were 
on  a  gravy  train,"  says  the  First  Bos- 
ton analyst. 


High  on  the  endangered  list  are 
loans  advanced  to  build  drilling  rigs. 

For  rigs  already  under  contract  for 
true  full  term  of  the  loan,  payment 
isn't  in  question.  But  some  rigs  were 
built  without  contracts  in  the  heat  of 
oil  enthusiasm.  "We  anticipate  that 
the  lenders  who  have  made  their  rig 
loans  to-  tax-sheltered,  nonprofes- 
sional  limited-partnership  syndica- 


"Everyone  is  saying  this  re- 
minds them  of  the  REITs," 
says  a  banker.  Real  estate 
trusts  collapsed  in  1975, 
dumping  hundreds  of  prop- 
erties on  the  market  at  de- 
pressed prices.  So  much  for 
secured  loans. 


tions  could  well  begin  to  experience 
loan  problems  as  the  rig  market  soft- 
ens," says  the  Allied  Bank  of  Texas, 
which  adds  that  it  has  no  such  loans. 
But  some  banks  were  active  in  mak- 
ing rig  loans  for  the  shelters.  They 
now  must  contemplate  the  joys  of 
owning  a  fleet  of  giant  oil  drilling  rigs 
that,  for  the  moment  at  least,  no  one 
wants  to  buy. 


During  the  past  few  months  prices 
of  Texas  bank  stocks  have  been  tum- 
bling because  of  their  heavy  exposure 
to  oil  loans.  And,  indeed,  some  banks 
like  First  City  National  have  nearly 
40%  of  their  commercial  loan  portfo- 
lios in  oil.  But  many  of  the  major 
money-center  banks  and  a  number  of 
foreign  banks  also  raced  to  Houston  to 
pick  up  oil  loans,  often  competing 
with  the  Texas  banks  by  offering  less 
costly  Eurodollar  loans.  Bankers  esti- 
mate that  Continental  Illinois  has  a 
multibillion-dollar  exposure  in  loans 
to  small  independent  exploration 
companies.  (Continental  says  it 
"doesn't  care  to  comment"  on  that,  or 
to  disclose  its  total  oil  portfolio.) 

Other  big  banks  in  the  Houston  oil 
loan  market  are  Citibank,  Morgan 
Guaranty  and  Bankers  Trust,  none  of 
which  will  disclose  its  oil  loans,  and 
to  a  smaller  extent  the  Chase  Manhat- 
tan Bank  (which  says  it  has  $3.5  bil- 
lion in  energy  loans  outstanding,  or 
6.9%  of  its  loan  portfolio)  and  Manu- 
facturers Hanover  Trust  Co.,  which 
says  at  the  end  of  1981  it  had  $3.95 
billion  in  outstanding  energy  loans 
(10.5%  of  its  portfolio). 

Is  it  any  wonder  that  falling  oil  prices 
have  not  led  to  general  rejoicing?  ■ 


A  slum  it  isnt,  but  there  will  be  a  lot  of 
empty  and  half -finished  buildings  on  some 
posh  real  estate  just  west  of  Beverly  Hills. 


Massacre  on  the 
miracle  mile 


By  Ellen  Paris 


Iike  a  "free"  Rolls-Royce?  Mod- 
_  el  and  color  of  your  choice? 
I  There  is  one  small  catch.  To  get 
the  Rolls,  you  have  to  buy  an  $11 
million  condominium  penthouse  on 
Los  Angeles'  Wilshire  Boulevard.  Jody 
Sherman,  the  developer  of  the  "ulti- 
mate luxury  condo,"  The  Wilshire 
House,  is  offering  a  Rolls  to  anyone 
who  will  buy  one  of  her  7,000-square- 
foot  penthouses.  Not  a  bad  publicity 
stunt,  but  she  is  going  to  need  it. 


Wilshire  House,  just  west  of  Bever- 
ly Hills  and  a  stone's  throw  away 
from  the  UCLA  campus,  is  in  a  1.1- 
mile  stretch  of  the  most  expensive, 
publicity-ridden  real  estate  in  the  U.S. 
Nine  new  luxury  high-rise  condos 
costing  about  $35  million  apiece  are 
under  construction  and  selling  along 
this  corridor  of  Wilshire  Boulevard, 
touted  as  "Park  Avenue  West,"  and 
developers  are  offering  some  800 
units,  with  prices  ranging  from  a  pal- 
try $250,000  up  to  $1  million  and 
higher.  Park  Avenue  West  is  shaping 


up  to  be  a  monumental  bust. 

When  the  condo  projects  were  con- 
ceived in  the  late  1970s,  the  Los  Ange- 
les real  estate  market  was  red-hot. 
Fortunes  were  being  made  with  no 
end  in  sight.  That  boom  psychology  is 
an  old  story,  and  today  the  story  is 
looking  sadder  by  the  minute. 
"There's  a  lot  of  yakking,  but  not 
many  sales,"  concedes  John  Morris- 
sey,  a  real  estate  consultant  who  has 
worked  with  some  of  the  Wilshire 
developers. 

The  prospective  condo  buyers,  the 
over-50  empty-nesters  who  own  a 
large  home  in  Beverly  Hills  or  the  Bel 
Air  section  of  Los  Angeles,  are  not 
jumping  so  fast  as  hoped.  Why  not? 
Because  they  can't  unload  what  they 
already  own.  The  fate  of  the  corridor 
hangs  on  their  being  able  to  sell  their 
$1  million-plus  single  family  homes. 
By  fall  1982,  when  eight  of  the  nine 
condos  will  be  finished,  developers 
figure  there  will  be  a  crushing  3  to  3>Vi 
years  of  inventory  on  the  market. 
"There  is  enough  potential  demand 
out  there  to  cover  it,  if  the  people  of 
Bel  Air  and  Beverly  Hills  can  move 
their  houses,"  says  Chris  Leinberger 
of  Robert  Charles  Lesser  &  Co.,  a  real 
estate  consulting  and  market  research 
firm.  Leinberger  is  whistling  in  the 
dark.  At  18%  it  costs  $15,000  a  month 
for  interest  alone  to  carry  a  $1  million 
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mortgage.  A  month!  Where  can  the 
prospective  sellers  find  enough  buyers 
with  that  kind  of  scratch?  And  if  they 
can't  sell  their  houses,  how  can  they 
buy  condos? 

Like  smart  vultures,  and  remem- 
bering the  bargains  available  in  1974- 
75,  would-be  condo  buyers  are  sitting 
back  and  waiting  for  inevitable  dis- 
counting, as  developers  are  squeezed 
between  heavy  interest  payments  and 
vacant  units.  There  has  been  some 
foreign  interest  in  the  corridor,  most- 
ly Mexicans  looking  for  a  currency 
play,  plus  a  bit  of  speculator  activity. 
But  most  of  this  is  in  the  under- 
$500,000  range. 

The  vultures  look  likely  to  be  re- 
warded. One  developer,  NAPOC,  Inc., 
was  so  impatient  that  it  started  con- 
struction without  even  having  firm 
financing.  Today  construction  has 
stopped  at  this  site.  With  material  and 


labor  costs  running  around  $130  a 
square  foot,  and  asking  prices  at  $225 
to  $300  a  square  foot,  developers  can't 
hold  out  forever,  even  though  little 
price-cutting  has  occurred  so  far.  As 
one  developer  wistfully  puts  it,  "If  we 
started  discounting  now,  where 
would  we  go  from  there?"  Answer:  to 
the  banks,  which  may  wind  up  hold- 
ing the  bag. 

It  could  be  a  very  fat  bag.  Ten  more 
high-rise  condos  are  planned  to  go  up 
by  1985.  "It's  one  hell  of  a  risk  to  start 
another  project  now,"  says  Jon  Eich- 
oltz,  a  nervous  developer  whose  22- 
story  building  will  be  completed  this 
summer.  "If  I  were  planning  on  start- 
ing construction  now,  I  would  do  one 
thing:  Stop  everything  and  just  wait." 
The  way  things  look  now  it  will  take 
more  than  a  whole  fleet  of  Rollses  to 
prevent  a  financial  disaster  just  west 
of  Beverly  Hills.  ■ 


Most  of  the  developers  can't 
hold  out  forever,  even 
though  little  price-cutting 
has  occurred  so  far.  As  one 
developer  wistfully  puts  it, 
"If  we  started  discounting 
now,  where  would  we  go 
from  there?" 


A  I .  I -mile  stretch  of  the  most  expensive  real  estate  in  the  I  V 

By  autumn  there  will  be  3  to  3J/2  years  of  inventory  in  the  market. 
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At  the  age  of  86,  Royal  Little  is  both  optimistic  and  pessimistic.  Hes 
not  buying  common  stocks  these  days,  however. 


Up  the  hill 
with  Royal  Little 


By  Richard  Greene 

If  you  ever  have  the  good  fortune 
to  be  invited  to  lunch  by  Royal 
Little,  make  sure  you  get  in  shape 
first.  The  86-year-old  businessman, 
founder  of  Textron  and  innovator  of 
conglomerates,  is  under  doctor's  or- 
ders: "He  says  I've  got  to  get  my  heart 
beating  hard  at  least  once  a  day,  so  I 


walk  all  the  way  up  the  hill." 

By  the  time  you've  made  it  up  the 
hill  to  the  club,  where  Little  lunches 
regularly,  Little  isn't  even  breathing 
hard.  You  may  be. 

From  the  vantage  of  well  over  half  a 
century  of  active  business  dealings, 
what  does  Royal  Little  see  ahead  for 
the  U.S.?  His  vision  is  troubled  but 
not  gloomy. 


"In  the  62  years  I've  been  in  busi- 
ness, I've  never  seen  a  recession  like 
this  one.  Interest  rates  have  always 
gone  down  before.  I  had  predicted  last 
fall  that  unemployment  would  go  up 
to  10%  and  interest  rates  would  drop 
to  12%.  It  looks  like  I'm  going  to  be 
pretty  close  on  the  unemployment, 
but  it  looks  like  I'm  going  to  be  wrong 
on  interest  rates." 

Note  that  Little  says  "recession," 
not  "depression."  "No  way  a  depres- 
sion. In  the  1930s  you  didn't  have  the 
cushions  you  have  today.  There's  no 
way  it's  going  to  be  that  bad." 

Who's  to  blame  for  stagflation?  Lit- 
tle is  slow  to  assign  blame. 

"The  government's  really  in  an  im- 
possible situation.  Here  we  were 
fighting  inflation  and  everybody  was 
keen  on  doing  that.  Now,  with  high 
unemployment,  the  general  public 
has  been  getting  more  worried  about 
unemployment  than  inflation.  I'm 
sure  that  the  government  will  have  to 
do  something  to  stimulate  business 
before  the  election,  and  that  will  get 
inflation  going  again.  We've  got  our- 
selves really  in  an  impossible  situa- 
tion. There's  no  way  they're  going  to 
balance  the  budget. 

"I  think  that  we've  got  to  have  the 
tax  cuts  in  order  to  stimulate  busi- 
ness." Will  it  work?  Little  is  afraid 
Congress  won't  let  it.  "I  think  Rea- 
gan's on  the  right  track.  I  don't  think 
Congress  is  going  to  go  along  in  cut- 
ting a  lot  of  the  government  spending, 
but  I'm  all  for  what  he's  trying  to  do. 

"Still,  there's  no  way  he,  or  anyone 
else,  is  going  to  balance  the  budget. 
That's  one  thing  I'm  sure  of.  If  there 
were  an  answer,  they'd  have  found  it." 

Little  seems  to  feel  there  are  prob- 
lems that  lie  beyond  the  control  of 
mere  politicians.   For  decades  the 


Royal  Little 

"There's  no  way  Reagan,  or  anyone  else,  is  going  to  balance  the  budget." 


42 


FORBES,  APRIL  26,  1982 


economy  has  been  growing,  making  it 
possible  to  pay  for  both  big  increases 
in  social  spending  and  a  rising  stan- 
dard of  living.  But  now  much  of  the 
growth  has  gone  out  of  the  economy, 
leaving  the  politicians  in  a  bind. 

"This  country  has  reached  maturi- 
ty," he  says.  "There's  no  way  that  we 
can  expand  our  automobile  produc- 
tion or  steel  or  textiles.  Those  basic 
industries  are  fully  mature. 

"If  we  had  the  fantastic  growth 
we've  had  in  the  past,  and  the  poten- 
tial for  that  growth  in  the  basic  indus- 
tries, then  we  wouldn't  have  these 
problems.  But  there's  no  way  anyone 
is  going  to  build  any  new  auto  plants 
or  textile  mills  or  steel  plants.  I  think 
we've  got  around  150-million-ton  ca- 
pacity in  steel  production,  and  are 
only  producing  at  60%  capacity  or  90 
million  tons." 

Any  growth  left  in  those  industries, 
Little  thinks,  will  go  to  the  Japanese. 
"The  Japanese,  I  think,  will  ultimate- 
ly have  several  automobile  plants  in 
this  country  that  will  be  operated 
more  efficiently  than  our  establish- 
ment," he  says.  "They'll  operate  with 
less  overhead  and  better  productivity 
per  worker.  Honda  has  already  done 
that  in  Ohio  in  their  motorcycle 
plant.  In  my  opinion,  they'll  come 
over  and  beat  us  in  our  own  backyard. 

"Of  course,  from  the  consumer's 
point  of  view,  the  consumer  will  get  a 
break,  and  it  will  be  with  our  man- 
power. But  for  some  of  the  old  compa- 
nies with  huge  overhead  and  high 
costs,  it  will  be  a  problem. 

"Honda  is  going  to  start  an  auto- 
mobile plant  in  Ohio,  and  I'll  bet 
they'll  get  more  cars  per  man-hour 
right  in  our  country  than  our  auto 
companies  can." 

For  one  thing,  Little  says,  they  may 
be  able  to  avoid  unionization  in  some 
of  the  plants,  and  that  would  be  a  plus 
for  their  productivity.  "It's  very  diffi- 
cult for  Ford  and  General  Motors  to  go 
down  South  and  start  nonunion 
plants,"  he  says. 

Little  is  no  right-wing  union  hater. 
He's  simply  pointing  out  a  fact  of  life: 
Strong  unions  in  certain  industries 
have  produced  big  gains  for  their 
workers  and  penalized  productivity  at 
the  expense  of  the  consumers  and  the 
economy  as  a  whole,  with  the  steel 
companies  and  auto  companies  sim- 
ply passing  the  bill  to  the  customers. 
Little  assigns  management  a  good 
share  of  the  blame.  The  Japanese,  by 
comparison,  he  says,  "won't  have  the 
huge  bureaucracy  that  Ford  and  Gen- 
eral Motors  have  built  up  at  the  man- 
agement level." 

But,  as  we  said,  Little  is  not  one  of 
your  gloomsters.  The  trick,  as  he  sees 


it,  is  to  make  sure  that  newer  indus- 
tries flourish  to  replace  the  aging 
ones.  "We've  just  got  to  be  sure  this 
country  is  first  in  developing  high 
technology  and  employing  our  people 
in  these  industries,  and  not  counting 
on  our  basic  industries  to  increase 
employment. 

"Fortunately,  there's  an  enormous 
amount  of  venture  capital  out  there 
now  to  back  these  high-technology 
businesses,  which  eventually  will  be 
some  of  our  bigger  businesses.  A  good 
example  is  Wang,  and  of  course  Digi- 
tal Equipment  was  started  up  with 
$70,000  that  was  put  up  by  American 
Research  &  Development.  There  will 
be  a  lot  of  interesting  opportunities. 

"I'm  not  a  pessimist,"  he  says.  "I'm 
very  optimistic  about  the  potential  of 
all  sorts  of  small,  high-technology 
companies  just  starting  up  now. 
That's  where  the  future  is." 

In  the  meantime,  Little  is  wary  of 
common  stock  investments  in  most 
big  companies.  Although  he  admits 
there  may  be  some  good  buys  i  >ut  there 
right  now,  with  interest  rate  3  as  high 
as  they  are  he  would  rather  clip  cou- 
pons. Little  works  with  several  pen- 
sion funds  in  small  companies  he  has 
helped  start  through  Narragansett 
Capital,  the  small  business  investment 
corporation  his  son,  Art'mr,  heads.  He 


has  been  putting  their  money  in  high- 
yielding  financial  instruments. 

"The  bankers  in  trust  departments 
say,  'Royal,  you're  crazy.  You  have  to 
have  at  least  half  of  these  investments 
in  common  stocks.'  And  I  say,  'Well, 
that's  fine,  except  I  don't  think  any  of 
you  are  smart  enough,  if  the  market 
does  go  up,  to  sell  out  and  cash  in  at 
the  top.' 

"I  can't  convince  the  banks,"  he 
says,  a  smile  crossing  his  lips.  "I 
wanted  to  start  up  a  program  that 
would  give  $5,000  fellowships  to  any- 
one going  to  Harvard  Business  School 
who  had  been  in  Junior  Achievement 
either  as  a  participant  or  adviser.  And 
so  I  said,  'I'll  transfer  a  certain  amount 
of  cash  to  Harvard.  But  it  must  be 
invested  in  high  cash  flow  instru- 
ments, not  common  stocks.  And  then 
we  will  use  two-thirds  of  that  for  the 
fellowship,  and  the  other  one-third 
you  reinvest.' 

"Well,  they  refused  to  do  it.  They 
said,  'We  never  let  anybody  tell  us 
how  to  invest  our  money.' 

"So  I  said,  'Okay,  then  you  don't  get 
the  money.' 

"They're  doing  it  my  way  now." 

Royal  Little  smiles,  gets  up  and 
heads  for  the  golf  course.  He  still 
plays  18  holes  several  times  a  week, 
and  on  a  good  day  he  shoots  his  age.  ■ 


Harry  Bolwell  tried  to  show  Wall  Street  the 
glamour  in  Midland-Ross.  The  analysts 
looked  hard — and  now  they  see  the  warts. 


"The  stupidness 
was  mine11 


By  Barbara  Rudolph 


T|  wo  years  ago  Harry  Bolwell, 
Midland-Ross'  chairman  and  a 
former  college  football  star,  de- 
cided to  tackle  the  boys  on  Wall 
Street.  Most  analysts  looked  upon 
his  $900  million-a-year  conglomerate 
as  just  another  nuts-and-bolts  Cleve- 
land manufacturer,  the  world's  larg- 


est producer  of  humdrum  products 
like  heat-treating  and  industrial  fur- 
naces and  rail-car  couplers.  Bolwell, 
however,  found  a  few  high-technolo- 
gy goodies  in  Midland-Ross'  capital 
goods  grab  bag.  He  flew  financial  an- 
alysts in  the  company  jet  to  plant 
tours  and  he  increased  his  spending 
on  image  advertising. 
The  payoff  came  quickly:  Helped 
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by  scattered  takeover  rumors,  Mid- 
land shares  zoomed  from  16  in  mid- 
1979  to  30  in  early  1980.  But  that 
seems  long  ago.  Midland  is  now 
trading  at  just  above  its  five-year 
low  of  l2Vz.  In  1981  earnings  fell 
44%,  to  $25  million  on  flat  sales, 
and  first-quarter  results  are  also 
likely  to  be  dismal. 

Midland,  of  course,  is  a  victim  of 
the  general  economic  malaise — and  a 
change  to  LIFO  accounting.  But  its 
declines  are  steeper  than  similarly  sit- 
uated businesses  such  as  Amsted  In- 
dustries and  Ampco-Pittsburgh,  who 
didn't  push  their  stocks  the  way  Bol- 
well  did  his.  "Midland-Ross  has  lost 
some  credibility,"  says  Robert 
Mentch,  an  analyst  who  follows  the 
company  for  Merrill  Lynch.  Wall 
Street's  current  concern  is  Midland's 
dividend — $1.40  per  share,  or  68%  of 
last  year's  earnings.  Bolwell  vows  that 
his  payout  won't  be  cut,  even  though 
it  is  barely  covered  by  first-quarter 
earnings.  Some  outsiders  don't  be- 
lieve him;  others  think  that  the  divi- 
dends should  be  cut  to  pay  down  debt 
and  reduce  interest  expense,  which 
has  more  than  doubled  over  the  past 
two  years. 

Today's  troubles  are  quite  a 
change  for  Bolwell.  He  joined  Mid- 
land as  a  division  general  manager  in 
Toledo  in  1961  and  took  over  the 
company  eight  years  later.  He  sold 
off   Midland's    original  auto-frame 


business  and  its  ailing  industrial 
rayon  division.  There  were  good  ac- 
quisitions, too.  In  1977,  for  example, 
Bolwell  snapped  up  Grimes  Co., 
which  gave  him  50%  of  the  market 
for  aircraft  lighting  equipment.  That 
business  and  the  groups  that  make 
assorted  aircraft  and  thermal  equip- 
ment produced  nearly  two-thirds  of 
operating  income  last  year.  Earnings 
increased  more  than  eightfold  be- 
tween 1969  and  1980. 

But  suddenly  Bolwell  came  a  crop- 
per. The  real  disaster  was  a  terrible — 
and  avoidable — decision  last  year  to 
expand  his  rail-car  equipment  group, 
which  makes  couplers  and  undercar- 
riages. In  1979  the  industry  delivered 
90,000  car  sets,  and  Midland's  Na- 
tional Castings  kicked  in  close  to 
30%  of  operating  income.  Deregula- 
tion was  liberating  the  rails,  boxcars 
were  becoming  a  popular  tax  shelter. 
And  Midland — along  with  competi- 
tors like  Scullen  Steel  and  Amsted — 
began  working  to  expand  production. 
Bolwell  spent  $26  million  on  the 
group,  boosting  capacity  by  80%. 
(Amsted,  more  cautious,  increased 
their  total  output  by  a  mere  15%.)  By 
summer  1980  the  rail-car  market  had 
collapsed. 

Bolwell,  in  his  anxiety  to  cash  in, 
forgot  that  the  rail  equipment  indus- 
try is  a  highly  cyclical  one — always 
was  and  always  will  be.  While  capac- 
ity today  stands  at  100,000  car  sets, 


experts  are  predicting  1982  demand  of 
only  25,000  new  cars.  National  Cast-  u 
ings  lost  $4  million  in  1981  and  could 
lose  around  $6  million  more  this  year. 

"The  expansion  was  my  decision, 
the  stupidness  was  mine,"  Bolwell  ad-  \{ 
mits.  So  was  misreading  the  potential  ' 
market  for  Midland's  waste-control 
equipment — another  bug  that  bit  Bol- 
well. Midland's  1981  company  fact 
book  boasted  that  Midland  had  "the 
ability  to  eliminate  virtually  any  tox- 
ic waste."  The  business  never  materi- 
alized. Only  $5  million  wasted,  Bol- 
well says  today.  One  more  incomplet- 
ed pass  at  Wall  Street. 

The  problems  mounted.  Two  years 
ago  Midland  bought  a  70%  stake  in 
Heurtey  Fours  et  Thermique,  Eu- 
rope's leading  producer  of  industrial 
furnaces.  "We  didn't  want  it  at  first," 
Bolwell  recalls.  "They  were  losing 
money.  And  our  French  subsidiary 
[Stein   Surface,   a   competitor]  was 
making  money.  But  the  French  gov-  ; 
ernment  pushed  and  pushed  and  final- 
ly we  agreed."  Today  Midland's  Euro- 
pean operations  are  barely  profitable, 
and  its  French  subsidiary  generated  1 
$2.4  million  worth  of  foreign  curren-  c 
cy  losses  last  year. 

Then,  in  the  last  year,  Bolwell 
bought  three  small  electronics  com-  : 
panies  and  one  electrical  products 
company  for  about  $45  million. 
Those  acquisitions  may  eventually  : 
work  out,  but  for  now  the  purchase 
has  eaten  into  his  cash  position  at  a 
time  when  cash  is  at  a  premium.  Says 
James  Buttrick,  senior  investment  of- 
ficer at  John  Hancock,  "Those  acqui- 
sitions should  have  been  made  for 
stock,  not  cash." 

Midland's  current  income  state- 
ment is  no  model  of  clarity.  Half  of 
the  corporation's  fourth-quarter  earn- 
ings, for  example,  came  from  extraor- 
dinary items,  including  a  tax-rate  ad- 
justment, but  this  information  wasn't 
mentioned  in  the  two-page  press  re- 
lease that  announced  the  results  last 
January.  Interested  stockholders  final-  | 
ly  found  the  bad  news  in  a  footnote  to 
the  1981  annual  report,  which  came 
out  five  weeks  later.  Bolwell  admits 
that  maybe  he  should  have  been  more 
candid. 

All  this  is  embarrassing  to  Bolwell, 
who  was  paid  $460,000  last  year. 
That's  a  $40,000  pay  cut,  but  still 
almost  25%  more  than  Goff  Smith, 
the  chairman  of  similarly  sized  Am- 
sted earns.  That  company  made  55%  j 
more  than  Midland.  "It's  possible 
after  the  board  reads  your  article  I'll 
retire  next  month,"  quips  Bolwell, 
but  a  bit  nervously. 

Moral?  Don't  promise  more  than 
you  can  deliver.  ■ 
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When  there  is  good  news  coming  out  about  a  company,  there 
may  be  some  insiders  who  are  tempted  to  stretch  the  law  and  pick 
up  a  quick  buck.  And  when  there  s  bad  news? 


Selling 
in  the  rain 


By  Richard  Greene 


ILLEGAL  INSIDE  TRADING  isn't 
limited  to  buying  stock  on  ad- 
vance notice  of  good  news.  When 
the  economy  turns  sour,  some  insid- 
ers might  be  equally  prone  to  sell 
their  stock  on  bad  news. 

The  Securities  &  Exchange  Com- 
mission says  it  is  "keenly  interested" 
in  the  problem — meaning,  watch  it, 
fellows.  Sources  close  to  the  commis- 
sion predict  there  will  be  at  least  one 
big  case  of  insider  selling  brought  by 
the  SEC  in  the  next  few  weeks. 

Frank  Savarese,  assistant  vice  presi- 
dent of  the  American  Stock  Exchange, 
fears  there  is  a  lot  of  this  illegal  insid- 
er selling  going  on.  "We're  probably 
seeing  insiders  selling  just  as  much  as 
we  see  insiders  buying  [based  on  in- 
side information].  When  bad  news  is 
coming,  the  temptation  is  great  to  get 
rid  of  some  of  your  stock." 

Smart  investors  of  course  have  al- 
ways watched  what  the  insiders  do. 
After  all,  insiders  clearly  know  the 
company  better  than  anyone  else. 

Larry  Unterbrink  publishes  a  news- 
letter called  Consensus  of  Insiders  and 
manages  a  number  of  investment 
portfolios  based  on  the  philosophy 
that  when  insiders  make  a  move,  the 
public  would  be  wise  to  follow.  The 
portfolios  had  returns  last  year  of  over 
14%.  Unterbrink:  "Look  at  Smith- 
Kline.  There  were  a  number  of  insid- 
ers selling  the  stock  during  a  six- 
month  period.  So,  we  liquidated  our 
position  and  very  shortly  thereafter 
they  disclosed  problems  with  their 
high  blood  pressure  drug  Selacryn." 

Of  course,  Unterbrink  has  no  proof 
that  anything  illegal  was  going  on  at 
SmithKhne.  Was  there  a  link? 
SmithKline  says  no.  In  fact,  says  a 


spokesman,  "at  the  time  of  the  an- 
nouncement, our  officers  actually 
held  many  more  shares  of  the  stock 
than  they  had  two  years  before.  You 
may  see  heavy  trading,  but  this  is  a 
pattern  you  see  in  many  corporations 
where  options  are  exercised  and  sold 
off."  He  goes  on  to  say  that  the  sales  of 
stock  were  not  based  on  any  advance 
knowledge  that  there  was  going  to  be 
a  problem  with  the  drug. 

Unterbrink's  partner,  Perry  Wy- 
song,  gives  another  example  of  a  firm 
investors  could  have  traded  out  of  by 
watching  insider  sales — Datapoint 
Corp.,  a  $396  million  (sales)  computer 
company.  Between  August  1981  and 
Jan.  18,  1982  there  were  nine  sales  of 
stock  by  insiders,  according  to  Wy- 
song.  Then,  in  early  February,  the 
company  announced  that  it  was  low- 
ering its  earnings  projections  by  15%, 


which  clobbered  the  stock. 

The  company's  CEO,  Harold  O'Kel- 
ley,  disputes  any  accusations  of  illegal 
insider  trading.  "During  the  13- 
month  period  through  January  1982, 
and  particularly  during  the  months  of 
December  1981  and  January  1982, 
purchases  of  stock  by  officers  and  di- 
rectors exceeded  sales,"  he  says. 

The  SEC  doesn't  say  that  anyone  at 
either  SmithKline  or  Datapoint  did 
anything  wrong.  The  commission 
won't  even  talk  about  specific  compa- 
nies. But  it  does  want  corporate  ex- 
ecutives to  realize  that  sell  orders  on 
inside  information  are  just  as  culpable 
as  buy  orders  on  inside  information. 
But  the  SEC  has  a  problem:  It's  harder 
to  bring  a  case  based  on  insider  sales. 

Says  John  Fedders,  director  of  the 
SEC's  enforcement  division:  "When 
you're  engaged  in  a  bribe  or  a  payoff, 


The  SEC's  chief  enforcer,  John  Fedders 

"  'The  only  thing  I'm  really  jeopardizing  is  my  reputation.' 
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there  are  memos  to  people  saying, 
'Look,  the  minister  of  Swahililand 
wants  a  bribe  or  we'll  lose  his  busi- 
ness. Can  we  buy  him  a  tea  set?'  You 
just  don't  find  that  kind  of  thing  in 
insider  trading  cases." 

So,  the  SEC  is  forced  to  rely  on  tips 
and  to  base  its  cases  almost  exclusive- 
ly on  circumstantial  evidence.  Says 
Fedders,  "You  would  prove,  say,  that 
this  man  who  is  the  executive  vice 
president  in  charge  of  all  subsidiaries 
in  Latin  America  received  a  report 
from  the  head  of  operations  in  Latin 
America  saying,  'The  Peruvian  gov- 


ernment is  going  to  take  over  all  our 
assets  there.'  And  immediately  this 
man,  who  has  never  sold  short  before, 
goes  out  and  sells  short  15,000  shares. 
Thereafter,  he  reports  to  the  president 
of  the  company,  who  goes  out  and 
announces  the  news  the  next  day. 

"There's  no  empirical  evidence 
there,  fust  circumstantial." 

Why  would  any  corporate  officer 
tempt  fate  this  way?  Maybe  the  ques- 
tion should  be,  why  not  ?  "What  are  the 
risks? "  Fedders  asks.  Then  he  answers, 
in  the  voice  of  the  hypothetical  perpe- 
trator, "If  the  SEC  sues  me,  what  can 


they  do?  They  might  disgorge  my  prof- 
its, but  they  don't  bring  many  criminal 
proceedings.  The  only  thing  I'm  really 
jeopardizing  is  my  reputation." 

Isn't  that  enough?  "These  are  pro- 
fessional people  capable  of  evaluating 
risk,"  says  Fedders.  "We're  just  trying 
to  raise  that  level  of  risk." 

How?  Fedders  is  negotiating  with 
the  Swiss  to  find  out  about  the  use  of 
Swiss  bank  accounts  to  hide  individ- 
uals involved  in  inside  trading.  Since 
the  SEC  can  use  the  courts  to  bar 
foreign  banks  from  U.S.  markets,  he 
has  a  strong  weapon.  ■ 


How  strange;  While  everyone  talks  of  soar- 
ing deficits,  the  U.S.  is  taking  in  more  and 
spending  less  than  expected. 


Just  a  blip? 


By  Jerry  Flint 

T|  he  money  markets'  anxiety 
about  projected  government 
deficits  is  responsible,  we  are 
told,  for  keeping  interest  rates  high. 
Well,  a  funny  thing  happened  on  the 
way  to  the  nation's  first  $100  billion 
budget  deficit.  In  the  first  five  months 
of  fiscal  1982 — through  February — 
the  Treasury  has  been  taking  in  more 
money  and  the  other  departments 
have  been  writing  smaller  checks 
than  they  all  expected. 

The  difference  between  forecasts 
and  the  actual  figures  works  out  to 
$10  billion,  split  between  more  in- 
come and  less  outgo.  The  federal  defi- 
cit through  the  five  months — $53.7 
billion — is  actually  down  $2  billion 
from  fiscal  1981's  deficit  of  $55.6  bil- 
lion for  the  same  period. 

Nobody  quite  knows  why  this  is 
happening.  The  best  guess  in  Trea- 
sury is  that  the  increase  in  interest 
charged  on  delinquent  tax  receipts,  to 
20%  from  12%,  pushed  business  to 
make  prompter  payments  to  the  IRS. 

Still  the  government  budget  experts 
are  confident  that  such  good  news 
will  not  continue.  "It's  wonderful  for 


where  we  are  right  now,  but  I  don't 
see  any  reason  why  it  should  persist," 
says  Mark  Stalnecker,  deputy  assis- 
tant Treasury  secretary  for  domestic 
finance.  "It  would  be  nice  to  think  it 
could  continue,  but  .  .  .  ,"  says  James 
Blum,  director  of  the  Congressional 
Budget  Office's  analysis  division. 

The  experts  still  see  the  big  fiscal 
1982  deficit  emerging  because  of  the 
economy's  recession  and  the  effects  of 
this  summer's  tax  cut.  They  are  edgy 
about  the  promised  economic  pickup 
that  is  supposed  to  result  from  the 
10%  July  tax  cut.  Lawrence  Kudlow, 
top  economist  in  the  Office  of  Man- 
agement &.  Budget,  is  at  pains  to  point 
out  that  the  Administration's  predic- 
tion that  GNP  would  grow  at  a  5% 
annual  rate  in  the  last  half  of  the  year 
is  a  statement  of  "economic  policy 
objectives"  and  not  a  precise  forecast. 
OMB  has  been  officially  forecasting  a 
deficit  of  $99  billion  for  the  fiscal  year 
ending  Sept.  30,  and  the  Treasury  is 
preparing  to  revise  that  estimate  up- 
ward. The  Congressional  Budget  Of- 
fice, meanwhile,  figures  $110  billion 
to  $120  billion  is  a  fair  guess. 

But  what  the  figures  will  work  out 
to  on  Sept.  30  God  knows,  because  the 


government  experts,  regardless  of  par- 
ty, are  not  very  good  at  predicting 
deficits.  For  fiscal  1980  the  official 
budget  projection,  made  in  January 
1979,  was  for  a  $29  billion  deficit. 
That  fell  to  $23  billion  by  spring,  was 
up  to  $40  billion  by  winter  and  ended 
up  with  an  actual  $60  billion  deficit. 
Then  in  1980,  an  election  year,  Jimmy 
Carter's  estimate  of  a  $16  billion  defi- 
cit for  fiscal  1981  was  changed  a  few 
weeks  later  by  his  economic  team  to  a 
prediction  of  a  $16  billion  surplus.  Lat- 
er, before  leaving  office,  Carter  owned 
up  to  a  $55  billion  deficit  in  the  year 
under  way.  Reagan  came  in,  chopped 
spending,  and  that  year  ended  up  with 
a  $58  billion  deficit.  Meaning:  Pro- 
jected budget  deficits  result  partly 
from  politics  and  partly  from  clouded 
crystal  balls. 

Most  of  the  fuss  lately — said  to  be 
responsible  for  the  continued  high  in- 
terest rates — is  about  the  budget  for 
fiscal  1983,  which  begins  Oct.  1. 
President  Reagan's  team  put  it  at  $91 
billion  in  January;  others  figured  $120 
billion  was  more  like  it.  The  CBO  said 
that,  barring  any  major  policy 
changes — like  more  taxes  or  less 
spending — it  would  work  out  to  $157 
billion,  and  others  in  the  government 
bump  that  up  to  $170  billion.  Those 
numbers  created  all  the  congressional 
talk  of  cutting  military  spending  or 
Social  Security  increases,  or  rolling 
back  the  personal  income  tax  cut  and 
increasing  business  taxes,  or  slapping 
on  an  imported-oil  tax — proposals 
that  are  still  being  negotiated.  Talk  is 
easier  than  action. 

Meanwhile,  the  only  real  figures  at 
hand  show  more  money  than  expect- 
ed coming  in  and  less  going  out  in 
fiscal  1982.  Could  it  possibly  be  that 
the  outlook  is  better  than  the  dismal 
picture  painted  by  the  projections? 
"Could  be,"  says  OMB's  Kudlow, 
without  much  confidence.  Yet  the 
vast  American  economy  might  sur- 
prise him  and  all  the  other  govern- 
ment "experts."  ■ 
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Office  heroes  in  the  War  of  9  to  5. 

It's  happening  all  over  the  country. 

People  in  offices  struggle  heroically  against  the  increasing  com- 
plexity of  increasing  amounts  of  work. 

At  IBM.  we  know  that  pencils,  memo  pads  and  even  telephones 
are  no  longer  enough  to  win  all  the  battles  in  the  War  of  9  to  5. 

IBM  office  systems  can  help. 

We  have  a  wide  range  of  computers,  word  processors,  electronic 
typewriters,  printers  and  copiers  that  help  unite  your  business  and 
your  people  and  help  information  flow  more  smoothly. 

Of  course,  that  doesn't  guarantee  that  people  who  work  in  offices 
will  win  every  battle  they  get  into. 

But,  with  IBM  office  systems,  at  least  they'll  be  in  a  fair  fight. 

With  more  than  40  years  of  experience,  no  one  is  more  commit- 
ted to  the  office  than  we  are  — where  it  is  now  and  where  it  will  be. 

Where  will  you  be?  =® 


ONE  COMPANY  KEEPS  TURNING  OUT 
A  BRAND  NEW  EYE-IN-TH E-SKY. 


THE  COMPANY  iS  GRUMMAN. 


Specifically  designed  for  airborne  early 
warning,  its  official  name  is  the  E-2C.  But  it's 
familiarly  known  as  the  Hawkeye. 

And  the  name  is  particularly  appropriate. 
Because  the  carrier-based  Hawkeye  is  the  only 
AEW  aircraft  that  can  see  as  clearly  over  water  as 
over  land.  In  fact,  it's  the  only  aircraft  of  its  kind 
in  the  world. 

On  the  outside,  the  Hawkeye  hasn't 
changed  at  all  from  one  year  to  the  next.  But  on 
the  inside  it's  another  story.  Because  year  after 
year,  we've  made  the  aircraft  do  more  and  more. 
Despite  the  fact  that  advancing  technology 
has  made  electronic  components  smaller  and 
smaller,  the  Hawkeye  is  still  packed  with  radar 
and  computer  equipment. 

With  its  sensing  abilities  and  highly  devel- 
oped electronic  brain,  the  Hawkeye  can  survey 
238,000  square  miles  of  water  or  land  space, 
can  keep  track  of  over  600  air  targets  at  one  time 
and  never  mix  them  up.  By  looking  beyond  the 
horizon  and  relaying  what  it  sees,  the  Hawkeye 
can  alert  and  manage  the  necessary  forces  to 
counter  any  threat. 

Providing  an  eye-in-the-sky  with  capabilities 
like  these  requires  a  host  of  technologies. 
Coming  soon:  an  aircraft  that  takes  off  and  lands 
like  a  helicopter  and  flies  with  the  speed  of  an 
airplane.  So  whether  it's  keeping  today's  aircraft 
pre-eminent  or  making  tomorrow's  unmatched, 
we  have  the  technology  for  the  job  at  hand. 


THE 


TECHNOLOGY  FOR  THE  JOB  AT  HAND 

GRUMMAN 


As  I  See  It 


After  Vietnam,  after  the  bungled  Iranian 
rescue  mission,  after  countless  reports  of 
drugs  and  drunkenness  in  the  ranks, 
many  Americans  have  become  almost  em- 
barrassed about  their  nations  military. 
Here's  some  good  news. 

The  day 
Admiral  Rickover 
got  radiated 

An  interview  with  military  historian  James  F.  Dunnigan 


James  Dunnigan 

Overestimating  the  threat  can  cause  a  fatal  over-reaction. 


By  Subrata  N.  Chakravarty 

With  a  hostile  press  and  hos- 
tile TV  and  a  fair  amount  of 
egg  on  its  face,  the  U.S.  mili- 
tary establishment  doesn't  stand  par- 
ticularly high  in  public  esteem  these  i 
days.  An  unfair  assessment,  says  mili- 
tary historian  James  F.  Dunnigan, 
who  argues  that  in  both  personnel  and 
materiel  the  U.S.  military  stands  head 
and  shoulders  above  its  Soviet  coun- 
terparts. For  those  depressed  by  the 
bungled  U.S.  rescue  mission  in  Iran  or 
the  recent  loss  of  life  among  para- 
troopers of  the  82nd  Airborne  Divi- 
sion in  the  Mojave  desert,  Dunnigan 
brings  cheerful  word. 

A  mere  "Spec-4"  during  his  service 
in  the  U.S.  Army  in  Korea  in  the  early 
1960s,  New  York  State-born  Jim  Dun- 
nigan in  civilian  life  has  become  a 
recognized  expert  on  military  history 
and  military  simulation.  Now  38,  he 
founded  Simulations  Publications, 
which  publishes  Strategy  and  Tactics,  a 
magazine  for  war  games  devotees. 
Games  developed  by  Dunnigan  help 
train  military  officers  in  many  na- 
tions, and  he  has  consulted  for  and 
lectured  to  the  U.S.  Defense  Depart- 
ment, the  CIA,  the  Marine  Corps  and 
West  Point.  He  has  just  written  a  re- 
markable book,  How  to  Make  War, 
which  may  play  an  important  role  in 
the  debate  that  is  just  beginning  over 
U.S.  defense  policy.  It  says  the  U.S. 
can  take  pride  in  its  military  but 
should  be  aware  of  serious  weakness- 
es in  its  procurement  policies. 

Your  book  gives  the  clear  impression 
that  Sot  iet  military  superiority  in  com  'en- 
tional  amis  is  generally  overestimated. 
Dunnigan.  Well,  what  is  the  potential 
threat?  What  are  we  defending 
against?  Are  we  defending  against  the 
Russians  moving  into  the  Persian 
Gulf?  Well,  there  was  an  interesting 
article  in  International  Security  Journal 
which  pointed  out  that  there  are  very 
few  passes  through  the  Zagros  Moun- 
tains, which  the  Russians  have  to 
come  through.  There  is  no  way 
around  them.  And  if  you  can  block 
those  mountains  with  constant  air 
power,  they  are  not  going  to  come 
through,  no  matter  how  many  divi- 
sions they  have  on  the  other  side.  If 
you  are  talking  about  the  threat  in 
Western  Europe,  the  Soviets  really 
haven't  got  enough  combat  power  to 
overwhelm  Western  forces  just  like 
that.  Knowledgeable  analysts  say  it's 
a  big  joke  when  the  Pentagon  cries 
about  180  to  200  Russian  divisions, 
because  many  of  these  divisions  are 
just  piles  of  equipment.  It's  highly 
questionable  that  they  would  get 
those  divisions  combat-ready  in  any 
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flMF  REPORTS: 

OUR  TOTRL  PROFITS  FROM  CONTINUING  OPERATIONS 
HRVE INCRERSED  86% IN  THE  PRST  FIVE  YERRS. 
RND  35%  IN  THE  LRST  YERR  RLONE. 


'   RMF  today  is  a  company  to  look  at  for  tomorrow. 

worldwide  industrial  technology  and  leisure  prod- 
ucts company.  Refocused.  Restructured.  Ready  to 
take  advantage  of  every  opportunity  the  80s  have  to 
offer  in  these  high  growth  potential  areas.  R  com- 
pany whose  carefully  planned  strategy  for  continu- 
ing growth  has  been  proven  over  the  past  five  years 
as  our  total  profits  from  continuing  operations  show. 

Up  86%  since  1977  our  total  profits  from  continu- 
ing operations  rose  a  substantial  25%  in  the  last  year 
alone,  due  largely  to  our  Energy  Services  and  Prod- 
ucts Group's  59%  growth  in  profits  in  1981— a  year  in 
which  this  group  led  all  the  other  RMF  industrial  and 
leisure  units  in  profit  contribution  to  the  corporation. 

Take  a  look  at  our  profits  and  our  overall  perfor- 
mance for  this  past  year.  You'll  see  why  the  future 
looks  so  promising  at  RMF  today.  For  more  informa- 
tion, write  RMF  Inc.,  777  UUestchester  Rvenue,  White 

Plains,  New  York  1060M.  ;  RMF  Incorporated.  1982 


a*ii=  AND  YOU  THOUGHT 
ALL  WE  MADE  WERE  WEEKENDS. 


reasonable  length  of  time.  Or  at  all. 

Compare  that  with  ■■      '  -t— — 
the  U.S.  Army. 

Dunnigan:  Our  divisions  are  wartime 
divisions.  The  standards  our  army  ap- 
plies are  for  going  to  war  tomorrow. 
The  Soviets  take  a  longer  view.  They 
have  about  50  divisions  that  are,  in 
our  sense,  war-ready.  Thirty  of  them 
are  in  Eastern  Europe  and  the  rest  are 
facing  China. 

You  made  the  point  in  your  book  that 
the  Russian  divisions  in  Eastern  Europe 
are  primarily  occupation  troops. 
Dunnigan.  Right.  And  you  can't  go 
invade  somebody  else  if  the  cops  have 
their  hands  full  keeping  the  local  ban- 
dits in  line.  And  when  you  consider 
that  the  primary  Soviet  offensive 
forces  are  the  very  ones  that  are  tied 
down  the  most  in  these  police  duties, 
what's  left  to  carry  on  an  attack? 

Tfje  Sot  iets  are  in  the  midst  of  the  great- 
est peacetime  military  buildup  the  world 
has  ever  seen.  Do  they  see  themselves  as 
we  see  them — as  a  threat  to  us? 
Dunnigan:  No.  They  are  trying  to  de- 
fend Mother  Russia  and  they  make 
noises  about  defending  socialism. 
What  we  lose  sight  of  is  that  the  gap 
was  so  much  in  our  favor  twenty 
years  ago.  Twenty  years  ago  the  Rus- 
sians had  a  very  real  fear  of  being 
invaded.  From  the  Russian  point  of 
view,  they  are  striving  for  parity.  As 
they  see  it,  the  buildup  makes  sense 
because  you  can't  defend  yourself  un- 
less you  can  present  enough  of  a  de- 
fense to  deter  or  make  it  seem  too 
much  of  a  gamble  for  the  other  fellow 
to  attack  you.  And  they  have  a  lot  to 
be  paranoid  about.  Look  at  a  map  of 
Russia  from  the  Russian  point  of  view 
and  they  are  surrounded.  They  have 
real  enemies  on  all  of  their  borders. 

Are  you  saying  that  the  U.S.  has  nothing 
to  worry  about?  If  they  are  so  benign,  why 
are  the  Russians  sitting  in  Cuba? 
Dunnigan.  The  Russians  realize  the 
best  way  to  keep  your  enemy  off  bal- 
ance is  to  cause  trouble  where  it 
won't  hurt  you  any  and  will  cause 
him  a  lot  of  problems.  They  will  get 
involved  in  Central  America  or  Cuba 
or  anywhere  they  can  make  some 
trouble,  which  they  do.  And  we  try 
and  return  the  favor. 

Still,  the  sheer  quantity  of  Russian 
weapons  has  to  be  of  concern  to  us. 
Dunnigan:  It's  like  having  a  car  with  a 
500-horsepower  motor  and  all  sorts  of 
gadgets  on  it  and  all  you  can  really  do 
with  it  is  drive  to  work.  You've  got  a 
lot  of  excess  power  that  can't  be  used. 
In  the  Russian  army,  as  in  any  army, 


Soviet  T-72  main  battle  tank 
"As  [weapons]  get  more  complex 
they  outstrip  their  already  lean 
maintenance  ability." 


you  can  pile  up  a  lot  of  equipment, 
but  if  you  haven't  got  the  personnel,  if 
you  haven't  got  the  units  in  which  to 
use  it,  it's  just  so  much  waste.  The 
only  tanks  and  vehicles  that  mean 
anything  in  the  Soviet  or  any  other 
army  are  the  ones  that  are  actually 
held  in  units.  And  even  if  you  get  into 
a  war  you  still  need  trained  personnel 
to  put  those  weapons  to  use.  The  Rus- 
sians would  have  to  destroy  their 
economy  to  do  so  because  they  have  a 
labor  shortage  right  now.  Also,  they 
never  throw  anything  away.  They're 
still  using  MiG-17s.  That's  a  1950s 
airplane.  We're  not  using  F-86s  any- 
more. They  still  have  T-55  tanks. 
They  are  finally  beginning  to  retire 
their  whiskey  class  submarines, 
which  were  based  on  the  German 
Type  XXI  [a  World  War  II  submarine] 
and  weren't  even  as  advanced. 

How  about  the  ever  increasing  Russian 
quality? 

Dunnigan.  We  do  have  to  worry  more 
about  the  Russian  quality,  but  much 
as  the  Russians  try,  they  will  never 
catch  up  with  us.  Their  industrial  in- 
frastructure is  basically  derivative. 
We  can  put  our  weapons  against  their 
weapons  and  you  still  see  these  tre- 
mendous [Soviet]  deficiencies. 

Give  us  some  examples  of  deficiencies. 
Dunnigan:  Just  recently  the  Secretary 
of  the  Navy  announced  that  Russian 
sailors  in  their  nuclear  submarines 
had  died  of  radiation  sickness.  Now, 
this  has  been  going  around  for  years. 
Admiral  Rickover  mentioned  in  one 
of  his  articles  that,  years  ago,  when  he 
was  invited  to  visit  a  Russian  subma- 
rine, they  gave  him  the  tour  and  he 
had  his  American  dosimeter  in  his 
pocket.  And  when  he  got  back  out,  he 
noticed  he  had  taken  more  radiation 
than  he  had  in  the  last  ten  years  of 
being  around  American  boats. 

I  go  into  details  in  the  book  about 
the  differences  in  ship  design.  They 
don't  give  as  much  cubage  inside  their 
ships.  And  where  they  sacrifice  it  is  in 
access  space,  damage  control  and  on- 
board repair.  So  if  something  goes 
wrong  on  a  Russian  boat  you've  got  to 
wait  until  you  get  back  to  port,  where- 


as we  can  do  most  of  our  repairs  at  sea. 
Also,  the  Russians  are  getting 
into  this  high-technology  track 
that  we've  gotten  into,  and  they 
are  just  starting  to  pay  the  price.  As 
they  get  more  complex,  they  outstrip 
their  already  lean  maintenance  abili- 
ty. They  had  a  hard  time  maintaining 
their  four-man  tanks — the  T-62s. 
Now  they  get  a  three-man  tank  that  is 
more  complicated.  Their  people 
haven't  instantaneously  become 
much  better  mechanics.  That  equip- 
ment, from  what  I  hear,  is  down  more 
frequently  than  the  older  equipment. 
And  when  it's  used  in  combat,  it's 
going  to  be  down  even  more.  For  ex- 
ample, the  T-72,  with  the  automatic 
loader,  has  no  manual  backup.  And 
you  know  how  delicate  mechanisms 
like  that  are. 

How  about  the  quality  of  the  Russian 
troops? 

Dunnigan:  They  are  a  much  poorer  lot 
than  our  troops.  It's  not  that  we  have 
superior  genes  or  something.  It's  sim- 
ply the  fact  that  our  tradition  is  to 
train  more  intensively,  to  draw  from  a 
richer  talent  pool  because  we  have 
more  education  and  things  like  that. 
Our  economy  isn't  strapped  for  spe- 
cialists as  much  as  the  Russians'.  We 
are  basically  wealthier,  and  that  does 
produce  superior  performance.  The 
Russians  have  a  problem  because 
even  the  poorest  people  get  more  ex- 
posure to  gadgets  and  machines  in 
this  country  than  they  do  in  Russia. 
The  Russians,  for  example,  must 
spend  much  more  time  training  their 
drivers,  whether  it  be  for  tanks  or 
trucks,  than  we  have  to.  Most  of  our 
guys,  whether  they've  got  a  driver's 
license  or  not,  have  probably  spent 
some  time  behind  the  wheel.  The 
Russians  don't  have  this  advantage. 

Also,  with  all  their  problems 
with — how  should  I  put  it? — user-un- 
friendly equipment,  they  don't  get  the 
troops  acclimated  to  it.  They  have  a 
very  niggardly  attitude  toward  using 
their  equipment.  Often  the  equip- 
ment is  not  even  used  for  most  of  the 
year.  It's  only  brought  out  for  major 
maneuvers.  In  the  American  military, 
even  today,  if  you  are  on  a  tank  crew 
you  can  rest  assured  you  will  be  work- 
ing on  a  tank  all  week  long. 

So,  they  have  a  big  problem  with 
both  morale  and  the  technical  compe- 
tence of  the  troops  because,  by  not 
using  the  equipment,  a  lot  of  the 
troops  don't  get  a  chance  to  become 
expert  at  it.  It's  most  noticeable  with 
aircraft.  Their  pilots  don't  fly  nearly 
as  many  hours  as  Western  pilots  do. 
Most  of  their  aircraft  are  clear-weath- 
er aircraft  either  by  proclamation  or 
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When  you  have  only  one  serious 
competitor  in  the  stock  transfer 
i  business,you  have  to  be  better. 

Or  else. 


There's  nothing  wrong  with  a  little  competi- 
tion. It  keeps  us  on  our  toes.  And  it  keeps  our 
competitor  on  his  toes. 

But  do  you  know  what  really  makes  the 
Manufacturers  Hanover  approach  to  stock  trans- 
fer better?  Do  you  know  that  Manufacturers 
Hanover  officers  are  leaders  in  the  industry?  Do 
you  know  why  we're  committed  to  a  business 
other  banks  are  leaving? 

Read  on . 

TRANSIFACSM  has  no  competition.  Period. 

First,  there's  TRANS1FAC.  The  system  that 
does  everything  our  competitor's  system  does- 
and  a  lot  of  things  it  can't. 

It  has  "key  verification'.'  A  feature  that  helps 
ensure  transfer  data  is  entered  accurately 

TRANSIFAC  also  allows  the  immediate  on-line 
up-date  of  shareholder  records.  We  even 
pioneered  the  use  of  computer-to-computer 
transfers  with  the  Depository  Trust  Company 
As  well  as  direct  mailings  of  certificates  to  the 
broker's  customer-your  shareholder. 


In  short,  TRANSIFAC  has  so  many  advantages, 
we  can't  list  them  all  here. 

A  reputation  built  on  dedication. 

We  also  know  how  important  people  are  in 
the  stock  transfer  business.  And  our  organization 
reflects  it.  You're  assigned  an  account  adminis- 
trator to  handle  everyday  matters.  Plus  a  back-up 
team.  So  you'll  never  be  left  in  the  dark. 

These  are  the  strengths  and  capabilities  that 
allow  us  to  work  for  over  400  corporations.  But 
you'd  expect  them  from  a  stock  transfer  agent 
generally  acknowledged  to  be  the  best  there  is. 
And  it's  all  part  of  our  commitment  to  be  even 
better.  Because  when  you  have  only  one  real 
competitor  in  a  very  demanding  business,  you 
have  no  choice. 

If  you'd  like  to  compare  our  capabilities  to 
those  of  your  current  stock  transfer  agent,  call 
or  write  Joseph  Unger,  Vice  President, 
Manufacturers  Hanover,  40  Wall  Street,  New 
York,  N.Y  10015.  Telephone  (2 12)  023-7542. 

Just  say  the  competition  sent  you. 


MANUFACTURERS  HANOVER 


dc  facto  because,  although  some 
might  have  radar,  they  don't  function 
that  well.  If  the  weather  turns  bad,  a 
large  percentage  of  the  landings  arc 
crashes. 

Also,  their  pilots  are  very  much 
more  dependent  upon  ground  control 
than  we  are.  If  you  disrupt  the  ground 
control — and  the  Air  Force  has  plans 
to  do  that  if  the  balloon  goes  up — 
their  airplanes  are  just  so  many  tar 
gets,  because  they  are  not  trained  to 
exercise  initiative  or  given  enough 
time  in  the  iir  to  develop  the  skills  to 
use  initiative. 

The  troops  may  be  cannon  fodder,  but 
aren  't  the  officers  an  elite  group? 
Dunnigan:  Well,  their  officer  corps  is 
organized  a  bit  differently  from  ours. 
What  we  consider  an  officer,  in  the 
Soviet  army  doesn't  begin  until  you 
get  to  the  rank  of  major.  For  example, 
you  don't  go  to  the  officers'  club  until 
you're  a  major — a  field-grade  officer. 
All  of  the  officers  from  captains  to 
lieutenants  and  now  warrant  officers 
basically  function  as  NCOs.  They  are 
subject  to  discipline,  for  example. 
You  can  throw  a  junior  officer  into  the 
stockade  for  an  infraction,  and  they 
do.  If  they  [junior  officers]  kiss  enough 
ass  and  stay  out  of  trouble  for  five  or 
ten  years,  they  become  majors.  And 
then  they  are  real  officers;  then  it's  an 
elite.  Once  you  become  a  major  or 
above  you  are  a  member  of  a  very 
privileged  class.  What  they  call  NCOs 
are  basically  conscripts  who  have 
been  forced  to  take  an  extra  year  of 
service  and  been  given  the  privilege  of 
exploiting  the  enlisted  men — which 
they  do.  They  shake  them  down. 
They  make  them  perform  personal 
services  for  the  NCOs.  They  are  like 
trustees  in  a  prison.  And  the  Russians 
have  very  big  morale  problems  be- 
cause of  this. 

How  does  our  military  stack  up? 
Dunnigan:  The  American  military  is 
the  most  balanced  in  the  world.  The 
Russian  army  is  80%  ground 
pounders.  They  are  prepared  to  defend 
their  land  borders.  Their  navy  and  air 
force  are  really  adjuncts  of  their  army. 

They  simply  are  not  — ^-  

equipped  for  long-range 
adventures.  We  are.  We  have 
this  tremendous  Marine  Corps  that, 
by  itself,  accounts  for  the  major  am- 
phibious capability  in  the  world.  We 
have  a  navy  that  is  second  to  none — I 
don't  care  what  they  say.  Our  air 
force,  plane  for  plane,  in  quantity  and 
quality,  is  the  best  in  the  world. 

.So,  the  increasing  quality  of  Russian 
weapons  is  not  a  matter  for  concern? 


Dunnigan:  Everything  is  directly  re- 
lated to  the  capabilities  of  the  opera- 
tors of  that  equipment.  If  the  Soviets 
started  letting  their  pilots  fly  more 
frequently  and  more  independently  of 
ground  control,  I'd  start  getting  wor- 
ried. If  they  started  allowing  their 
ground  forces  to  practice  with  and 
wear  out  -their  equipment,  I'd  start 
getting  worried.  Now,  with  their  navy 
I'd  start  to  worry.  They  are  starting  to 
build  ships  very  similar  to  ours.  Fortu- 
nately, it's  only  a  very  small  percent- 
age of  their  navy.  The  trend  is  incre- 
mental and  the  rate  of  change  is  so 
slow  I  don't  think  we  really  have  to 
worry  about  it  in  our  lifetime. 

You've  made  us  feel  better  about  U.S. 
military  strength.  Sow  tell  us  what's 
urong  with  our  military. 
Dunnigan:  Our  procurement  in  gener- 
al is  outrageous.  The  problem  is  we 
don't  have  people  in  the  military  who 
can  make  intelligent  buying  deci- 
sions. I'm  talking  about  a  good  pur- 
chasing agent.  Let's  say  we're  talking 
about  a  manufacturing  company. 
You've  got  good  designers,  you've  got 
a  market.  But  your  purchasing  depart- 
ment is  full  of  a  bunch  of  dum-dums. 
Instead  of  buying  a  $1.50  control  chip 
for  the  gadget,  the  guy  goes  out  and 
buys  a  $10  chip  that  doesn't  do  half  as 
much.  And  that's  literally  what  the 
military  does  in  many  cases.  They 
spent  hundreds  of  millions  of  dollars 
developing  a  Field  Artillery  Direction 
and  Control  computer  [FADAC]  to 
control  artillery  fire.  The  thing  never 
worked.  A  hand-held  electronic  calcu- 
lator with  a  special  program  chip  did 
most  of  the  functions  better.  That's 
what  I  call  buying  dumb.  The  wrong 
weapons  are  built,  and  even  when 
they  find  out  the  weapons  are  wrong 
they  keep  building  them  anyway. 
That's  what  happened  with  the  F-18 
fighter,  the  M-l  tank  and  M-2  Infantry 
Combat  Vehicle.  We're  not  the  only 
ones  to  do  that.  The  Russians  devel- 
oped the  MiG-25  interceptor  to 
counter  our  B-70  bomber.  We  can- 
celed the  bomber,  but  they  continued 
with  the  MiG-25.  Now  they  don't 
know  what  to  do  with  it. 


Soviet  MiG-25  — 
"The  Russians  developed  the 
MiG-25  to  counter  our  B-70 
bomber.  .  .  .  Now    they  don't 
know  what  to  do  with  it." 


I  loir  do  ire  wind  up  spending  SO  much 
on  weapons  systems? 
Dunnigan:  We  tend  too  much  toward 
a  committee  approach  because  there 
is  nobody  with  sufficient  stature  to 
say,  "Go  with  this."  It  took  us  20 
years  to  get  the  M-l  tank.  I  am  sure 
they  have  their  debates  in  the  Israeli 
army,  but  somebody  said,  "Build  the 
Merkava  [tank],"  and  bingo!  they  got 
it.  It  didn't  take  them  20  years.  It  took 
them  less  than  2  years.  It's  the  same 
with  any  army  that  has  enough  people 
who  can  say,  "Hey,  look,  I  have  been 
there.  This  is  bullshit!"  The  point  is 
that  if  you  can't  settle  the  debate  it's 
going  to  cost  you  a  lot  of  money. 

There  has  been  much  criticism  that  the 
U.S.  mi/itaiy  goes  too  far  in  its  pursuit  of 
high  technology.  Where  do  you  stand? 
Dunnigan.  I  stand  on  high  leadership 
and  as  much  technology  as  you  can 
use.  Which  in  some  cases  would  be 
high  tech.  We  have  come  up  with 
some  high-tech  stuff  that  has  been 
very  useful — the  electronic  warfare, 
some  of  the  avionics.  They  can  make 
a  difference. 

For  example,  the  all-weather  air- 
craft: Now,  given  the  fact  that  most  of 
the  Russian  antiaircraft  defenses  are 
not  that  effective  in  less-than-clear 
weather  conditions,  it  makes  a  de- 
monstrable difference  if  you  have 
avionics  that  allow  you  to  fly  through 
the  muck.  Of  course,  those  avionics 
can  come  right  from  the  civilian  sec- 
tor, since  we  land  civilian  aircraft  in 
the  worst  possible  conditions. 

So,  despite  all  our  problems,  your  book 
shows  that  the  Russians  are  worse  off. 
Dunnigan  Yeah,  and  they're  getting 
worse  with  their  increasing  emphasis 
on  high  tech.  They  are  suffering  from 
it,  which  is  good  for  us,  I  suppose.  We 
should  encourage  them  because,  in 
almost  any  military  situation,  it's  not 
a  question  of  who  is  better;  it's  more  a 
question  of  who  is  worse. 

Are  you  concerned  that  you  might  be 
underestimating  the  Russians' power? 
Dunnigan:  I  don't  underestimate  the 
Russians.  They  aren't  10  feet  tall. 
They  are  5  feet  6  inches,  but  they  are 
armed.  So  they  are  still  dangerous. 
<?v.       You  can  easily  see  that  if  we 
yy  get  below  a  certain  threshold,  they 
/  could  be  all  over  us.  But  there  is 
p   also  a  danger  in  overestimating  the 
threat.  If  people  get  an  unreal- 
istic view  of  the  power  of  the  other 
side,  that's  what  can  cause  a  war. 
Overestimating  the  threat  can  cause 
you  to  overreact  to  any  move  they 
make.  With  nuclear  weapons,  that 
can  be  a  fatal  overreaction.  ■ 
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Like  any  fast-food  chain,  Church's  Fried 
Chicken  is  picky  about  food.  But  its  recipe 
for  success  is  being  picky  about  expansion. 


Not  so  fast 


By  Anne  Bagamery 


It's  a  scene  out  of  a  dieter's 
dream:  racks  of  freshly  fried 
chicken  pieces,  golden  brown  and 
fragrant,  next  to  bags  of  warm  french 
fries,  hot  apple  turnovers  and  buttery 
corn  on  the  cob.  But  Bill  Storm,  senior 
vice  president-finance  of  Church's 
Fried  Chicken,  isn't  dazzled  by  the 
display  as  he  tours  one  of  his  own 
stores  on  Gill  Road  in  San  Antonio, 
Tex.  He's  looking  for  trouble.  He 
pokes  at  a  piece  of  white  meat:  "That 
crust  is  all  wrong."  He  sniffs  at  the 
fries:  "They  should  be  thrown  out, 
they're  old."  After  Storm  huffs  out, 
having  thoroughly  rattled  the  store 
manager,  he  turns  and  beams  at  a 


companion:  "Chicken  sure  is  fun." 

That  statement,  like  the  chicken, 
may  go  down  better  with  a  grain  of 
salt.  But  give  Storm  this  much: 
Church's  chicken  is  remarkably  prof- 
itable. The  company,  which  is  head- 
quartered in  San  Antonio,  just  had  its 
14th  straight  year  of  earnings  gains — 
to  $3.52  a  share — a  compound  annual 
growth  rate  of  29%  over  the  past  de- 
cade. In  size  Church's  is  a  poor  second 
to  Heublein's  Kentucky  Fried  Chick- 
en— in  the  number  of  stores  (1,363  vs. 
4,400)  and  in  sales  ($420  million  vs. 
KFC's  $2  billion).  But  in  profitability 
it  is  in  a  class  by  itself.  Return  on 
equity  last  year  was  25%  [vs.  19%  for 
industry  leader  McDonald's) — not  bad 
for  an  outfit  whose  debt  amounts  to 


Church's  Chairman  Roger  Harvin  in  one  of  his  San  Antonio  stores 

Devotion  to  return  on  investment,  with  some funny  results — staying  out  of 

booming  Houston,  staying  in  downtown  Detroit. 
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Why  go  halfway 
around  the  world 
to  find 
a  masterpiece, 
when  you  can 
acquire  one  right 
around  the  corner. 

Tanqueray  Gin. 
A  singular  experience. 

100%  GRAIN  NEUTRAL  SPIRITS,  94.6  PROOF. 
IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y  fii  1981 


LOGIC  WOULD  SUGGEST  THAT  IT'S 
IMPOSSIBLE  TO  DESIGN  AN  ENGINE  TH  A 
IMPROVES  PERFORMANCE  AND 
FUEL  ECONOMY  AT  THE  SAME  TIME. 

IT  CERTAINLY  WASN'T  EASY 


Follow  this  logic  for  a 
second: 

To  improve  performance, 
you  build  a  larger  engine. 

To  improve  fuel  economy, 
you  build  a  smaller  engine. 

The  logic  of  an  Einstein. 

Of  course,  it  becomes  the 
logic  of  a  Frankenstein  when 
you  make  the  grand  public  an- 
nouncement of  "The  Perfect 
Compromise."  And  you  begin 
peddling  mediocre  performance 
and  mediocre  gas  mileage. 

The  real  trick  is  to  rise 
above  Einstein's  logic  and  in- 
crease performance  and  fuel 
economy  at  the  same  time. 

That  act  of  transcendental 
engineering  is  manifested  for 
the  first  time  in  the  1982  Saab 
APC  Turbo. 

The  APC  stands  for  Auto- 
matic Performance  Control.  It 
improves  gas  mileage  by  11%* 
over  the  conventional  turbo  en- 
gine. And,  at  the  same  time 
that  it's  being  wonderfully  civic- 
minded,  it  chops  a  g-force- 
inducing  second  from  0  to  60 
acceleration. 

Turbocharging  101. 

(You  can  skip  this  section  of 
the  ad  if  automotive  engineer- 
ing doesn't  interest  you. ) 

Turbochargers  were  orig- 
inally designed  for  airplanes  and 
racing  cars.  When  they  finally 
and  logically  found  their  way 
into  passenger  cars,  a  problem 
arose. 

Turbocharging  generates 
additional  pressure  in  an  en- 
gine. If  the  pressure  gets  too 


great,  the  engine  starts  to. 
knock.  That's  the  engine  s  none 
too  subtle  way  of  telling  you 
that  it's  headed  for  self- 
destruct. 

So,  most  automakers 
adopted  a  "better  safe  than 
sorry"  attitude.  They  set  their 
maximum  turbo  boost  well  be- 
low the  critical  pressure  point. 

The  good  news:  The  Turbo 
could  operate  safely  under  any 
circumstances.  Namely,  when 
the  fuel  quality  is  erratic  (the 
octane  level  is  low)  or  when  the 
climate  is  too  hot  or  dry. 

The  bad  news:  Those  cir- 
cumstances happen  only  about 
5%  of  the  time  you  drive.  So,  in 
protecting  the  engine  against  a 
5%  possibility,  turbocharged 
engines  couldn't  give  you  full 
power  and  full  fuel  efficiency 
the  other  95%  of  the  time. 

Advanced  turbocharging: 
an  engine  that  thinks. 

Saab's  new  APC  system 
monitors  the  effects  of  heat, 
humidity,  and  fuel  octane.  It 
analyzes  the  data  and  decides 
for  itself  just  how  much  power 
can  be  produced  at  any  given 
moment. 

If  the  given  moment  shows 
normal  conditions,  the  Turbo's 
maximum  boost  is  determined 
by  fuel  quality.  Which  is  to  say 
that  it  operates  more  efficiently 
than  any  turbocharged  engine 
on  the  market. 

The  other  5%  of  the  time, 
the  engine  operates  at  the 
same  efficiency  level  as  all  the 
other  turbos  on  the  market. 


Final  exams. 

In  1977,  Saab  introduced  it 
first  turbo. 

In  1981,  Road  &  Track  mag 
azine  named  the  Saab  Turbo  as 
"The  Best  Sports  Sedan  for  th 
Eighties!'  By  unanimous  choice 
of  its  usually  non-effusive  editor 

In  1982,  with  the  introduc- 
tion of  the  APC  Turbo,  Saab 
demonstrates  that  while  it  was 
busy  accepting  Road  &  Tracks 
plaudits,  it  was  also  busy  im- 
proving the  car. 


Take  one  for  a  long  test 
drive.  At  least  to  the  point 
where  your  Saab  dealer  begins 
to  get  a  little  nervous. 

Think  about  the  technologi- 
cal innovations,  but  reflect 
more  on  the  "driving  experi- 
ence!' An  elusive  concept  that 
boils  down  to  a  few  questions. 

How  does  the  car  feel? 

How  do  you  feel  driving  it? 

How  does  the  car  make 
you  feel? 

At  that  point,  you'll  be  able 
to  appreciate  (we  presume)  the 
intelligence  of  Saab  engineering 
on  an  emotional  level  as  well  as 
an  intellectual  one. 


1982  SAAB  PRICE  LIST*  * 


900 3 -door 


$10,650 
11,000 
$10,950 
11,300 
$12,800 
13,150 
$13,500 
13,850 
$16,200 
16,550 
$16,860 
17,210 

Turbo  models  include  a  Sony  XR  70,  4  Speaker 
Stereo  SoundSystem  as  standard  equipment. 


9004-door 


900S3-door 


900S4-door 


900 APC  Turbo3-door 


900 APC  Turbo4-door 


5-speed 

Automatic 

5-speed 

Automatic 

5-speed 

Automatic 

5-speed 

Automatic 

5-speed 

Automatic 

5-speed 

Automatic 


*Saab90O  5-speed  Turbo:\K9  EPA  estimated  mpg,  31  estimated  highway  mpg.  Remember,  use  these  figures  for  comparison  only.  Mileage  varies  with  speed,  weather  and  tnp  length  Actual  highway  mileage  will  probably 
beless.  Saab900  5-speed  APC  Turbo:l^t)E PA  estimated  mpg,  34  estimated  highway  mpg.  "Manufacturer's  suggested  retail  price.  Not  including  taxes,  license,  freight,  dealer  charges  or  options. 
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just  6%  of  total  capital. 

While  competitors  pursue  middle- 
class  customers  into  suburban  shop- 
ping centers,  Church's  has  made  its 
name  and  fortune  aiming  at  low-in- 
come city  dwellers — urban  blacks  and 
Hispanics  who  pay  $1.09  for  a  two- 
piece  chicken  dinner  that  would  cost 
$  1 .36  at  KFC.  In  doing  so,  Church's  has 
simply  remained  true  to  its  origins.  A 
retired  incubator  salesman  named 
G.W.  Church  started  the  whole  thing 
30  years  ago  by  selling  chicken  from  a 
stand  near  a  poor  Spanish  section  of  San 
Antonio.  Church's  backs  up  its  mar- 
keting strategy  with  personnel  prac- 
tices: Fully  half  of  its  store  managers 
are  black  or  Hispanic. 

Like  other  fast-food  chains,  to  be 
sure,  Church's  is  hurting  in  the  cur- 
rent recession.  Inflation-adjusted 
sales  per  store  fell  9%  in  1981,  and 
first-quarter  earnings  could  be  off 
10%.  The  company  cut  back  its 
planned  new  store  openings  from  1 10 
to  63  last  year  and  is  scaling  down 
plans  to  move  into  the  Houston  mar- 
ket this  summer.  But  Roger  Harvin, 
Church's  usually  reticent  chairman, 
will  talk  at  length  about  Church's  un- 
derlying strengths.  Harvin,  48,  is  a 
biology  graduate  of  UCLA  and  a  for- 
mer Church's  store  manager  who 
took  over  in  1980,  after  G.W.  Church 
Jr.,  the  founder's  son,  retired  suddenly 
at  48.  Sitting  rigidly  in  his  small, 
plainly  furnished  office,  Harvin  gives 
two  reasons  for  optimism:  customer 
loyalty  and  Church's  fanatical  devo- 
tion to  maximizing  return  on  invest- 
ment. "It  is,"  he  says,  "something  of  a 
religion  here." 

If  return  on  investment  is  Church's 
religion,  20%  is  its  holy  grail.  All 
sorts  of  decisions,  from  where  to  buy 
land  to  how  to  design  point-of-sale 
terminals,  are  made  with  that  magic 
number  in  mind.  Church's  has  devel- 
oped a  site  evaluation  sheet  that  boils 
down  25  criteria  into  an  ROI  projec- 
tion. If  the  number  is  too  low, 
Church's  doesn't  buy.  Oddly,  the  for- 
mula kept  Church's  out  of  booming 
Houston  except  as  a  licensor  ("Land 
was  just  too  damn  expensive,"  says 
Bill  Storm)  and  put  it  in  a  riot-torn 
area  of  Detroit  ("Product  loyalty  there 
is  fantastic!"). 

To  keep  a  tight  leash  on  costs, 
Church's  prefers  to  own  its  outlets; 
fewer  than  one-fourth  belong  to  li- 
censees. That  means  Church's  can 
open  a  store  with  an  initial  invest- 
ment of  $315,000— land  included— 
and  turn  a  profit  in  two  months.  That 
kind  of  quick  payoff  is  crucial  to  the 
franchisor.  Money  making  franchise 
holders  mean .  paid-down  debt  and 
ready  money  for  further  expansion. 


Church's  currently  has  $45  million  in 
cash  and  recently  canceled  a  $12  mil- 
lion credit  line  because  it  had  not 
been  touched  in  three  years. 

The  payoff  is  also  nice  for  store 
managers.  Perhaps  because  Church — 
and  later  Harvin — had  a  soft  spot  for 
entrepreneurs,  Church's  managers 
can  take  advantage  of  a  generous  in- 
centive compensation  deal.  Unlike 
many  chains,  which  reward  their 
managers  with  a  fixed  percentage  of 
either  sales  or  profits  only  after  the 


Church  's  Chairman  Harvin 


Taking  care  of  business. 


store  is  in  the  black,  Church's  gives 
its  managers  2%  out  of  both  from 
their  first  day  forward.  Most  first-year 
Church's  managers  pocket  between 
$24,000  and  $33,000.  In  time  a  man- 
ager can  join  a  program  instituted  in 
1972  that  increases  his  share  of  the 
net  to  as  high  as  8% — the  idea  being 
to  reward  profitability,  not  sheer  vol- 
ume. Once  he  banks  $35,000  he  can 
buy  out  his  license,  as  some  30 
Church's  managers  have  done,  and 
earn  upwards  of  $100,000  a  year. 

Any  number  of  fast-food  chains 
have  failed  because  their  eyes  were 
bigger  than  their  stomachs.  Church's, 
in  contrast,  has  innovated  and  impro- 
vised over  the  years  to  control  costs  as 
it  expanded.  When  the  company 
couldn't  buy  enough  cooking  equip- 
ment to  merit  quick  delivery  and  sup- 
plier discounts,  Church's  bought  a 
plant  and  made  a  net  saving  by  assem- 
bling its  own.  When  on-site  building 
costs  started  climbing  in  the  mid- 
1970s,  Church's  designed  a  modular 


store  and  began  building  them  on  a  lot 
just  50  yards  away  from  its  suburban 
San  Antonio  headquarters.  A  store 
can  be  built,  shipped  in  three  parts 
and  assembled  on  site  in  less  than  a 
month,  meaning  that  Church's  can 
act  fast  to  move  into  a  hot  market — or 
out  of  a  cool  one.  So  far  the  company 
has  had  to  move  out  of  an  area  only 
three  times. 

Like  any  other  food  chain  worth  its 
deep-fat  fryer,  Church's  makes  a  fe- 
tish of  quality  control — training  store 
managers  to  toss  out  chicken  that 
isn't  brown  enough  or  french  fries 
older  than  15  minutes.  But  Church's 
goes  one  step  further:  It  buys  whole 
chickens  fresh,  not  frozen,  and  cuts 
them  on  the  premises.  This  blow  for 
better  flavor  carries  a  price — 46  cents 
a  pound  for  fresh  birds,  vs.  38  cents  for 
frozen.  But  with  poultry  prices  declin- 
ing in  real  terms  over  the  past  two 
years,  Church's  food  costs  have  actu- 
ally dropped,  from  43%  of  sales  in 
1980  to  40%  in  1981.  Add  to  that  an 
average  7%  annual  increase  in  menu 
prices,  and  it's  pretty  easy  to  see 
where  Church's  high  profitability 
comes  from. 

Doubting  there  will  be  more  of  a 
downswing  in  commodity  prices,  and 
coping  with  the  current  recession, 
Harvin  and  Storm  are  working  harder 
to  maintain  their  profit  margins.  A 
decade  ago  Church's  saw  no  reason  to 
advertise.  Then,  in  1971,  Heublein 
started  spending  $20  million  to  hype 
Kentucky  Fried  Chicken,  and 
Church's  became  a  believer.  This  year 
it  will  spend  $7  million,  or  1.5%  of 
sales,  on  radio  and  TV  ads  in  areas 
where  Church's  is  already  strong,  like 
the  Southwest  and  Midwest.  "The 
idea,"  says  Storm,  a  little  grimly,  "is 
to  remind  our  regular  customers  that 
they  can  still  afford  us." 

Storm  and  Harvin  are  also  inching 
Church's  into  new  products,  starting 
with  chicken  permutations  (patties 
and  nuggets)  and  moving  on  to  fish. 
They  see  the  new  items  as  more  a  way 
to  keep  regular  customers  interested 
than  to  draw  new  customers. 

Right  now  Wall  Street  doesn't  seem 
very  interested.  Despite  Church's  fi- 
nancial strength  and  the  9.1%  posi- 
tion of  Ft.  Worth's  Bass  Brothers,  the 
stock  has  been  trading  at  around  29, 
or  8  times  earnings.  But  the  stock 
market  is  an  unreliable  beast  that 
sometimes  ignores  fundamentals. 
Barring  a  disaster,  Church's  should 
weather  the  current  slump  and  post 
its  15th  straight  year  of  earnings 
gains.  To  that  end,  Harvin  and  Storm 
are  taking  care  of  business;  it  appears 
that  Wall  Street  will  simply  have  to 
take  care  of  itself.  ■ 
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Experience 
the 

difference 
quality 
makes . . . 


in  fashion  that  suits 
your  persona!  style, 

in  enduring  fabrics 
chosen  to  enhance 
that  style, 

in  tailoring  that  insures 
the  comfort  and  long 
enjoyment  of  a 
perfect  fit. 


Hart 

Schaffner 
&  Marx 


101  North  Wacker  Drive 
Chicago,  Illinois  60606 


Hart  Schaffner  &  Marx  makes  the  quality  difference. 

Suit  in  Dacron"  polyester  and  wool  from  the  Corporate"  Collection 


New  York's  Fulton  Fish  Market  is  different 
from  most  other  markets.  It  may  run  by  the 
law  of  supply  and  demand  like  any  other 
market,  but  the  real  power  is  the  law  im- 
posed by  the  forces  of  organized  crime. 


Fish  story 


By  James  Cook 


Even  at  four  in  the  morn- 
ing, with  its  lights  blazing 
in  the  dark,  the  down-jack- 
eted unloaders  huddling 
around  oil-drum  fires  for 
warmth  and  the  squalor  of  the  sur- 
rounding neighborhood  invisible, 
New  York  City's  150-year-old  Fulton 
Fish  Market  is  not  much  to  look  at. 
But  in  the  space  of  two  blocks  along 
South  Street,  beside  two  ramshackle 
piers  in  lower  Manhattan,  a  bustling 
$300  million-a-year  business  goes  on. 
Through  this  market  passes  most  of 
the  fresh  fish  consumed  in  the  North- 
east between  Maine  and  Maryland: 
170  million  pounds  last  year,  5%  of 
all  the  fish  consumed  in  the  U.S. 

Even  more  remarkable  than  this 
volume  is  the  way  the  market  itself 
works.  The  law  of  supply  and  demand 
may  operate  as  inexorably  here  as  it 
does  in  any  other  market.  But  unlike 
Boothe  Market,  say,  in  Baltimore  or 
the  Fish  Pier  in  Boston,  there  is  an- 
other law  at  work  at  the  Fulton  Fish 
Market:  the  law  as  laid  down  by  orga- 
nized crime.  As  a  result  of  several 
recent  federal  prosecutions,  just  how 
the  criminals  enforce  their  law  is  a 
good  deal  clearer  than  it  was. 

Altogether,  60  fish  wholesalers  op- 
erate in  the  Fulton  market — from 
open  stalls  in  two  huge  sheds  on  the 
piers  or  out  of  wide-open  storefronts 


across  South  Street  under  the  high- 
way. They  are  mainly  family  busi- 
nesses, each  averaging  about  $5  mil- 
lion a  year.  But  the  heart  of  the  mar- 
ket is  really  a  block  away,  at  the 
corner  of  Beekman  and  Front,  upstairs 
over  Carmine's  Bar  &  Grill.  That's  the 
headquarters  of  the  United  Seafood 
Workers,  Smoked  Fish  &.  Cannery 
Union,  Local  359  of  the  United  Food 
&  Commercial  Workers  Internation- 
al. The  union  controls  everything  that 
goes  on  in  the  market,  sets  the  rules 
the  market  is  run  by,  decides  how  and 
when  they  can  be  bent,  even  governs 
the  loading  and  unloading  of  all  the 
fish  that  comes  into  the  market. 

"The  Fulton  Fish  Market  is  the 
most  extreme  example  of  an  industry 
dominated  by  organized  crime,"  gov- 
ernment attorneys  recently  told  the 
U.S.  District  Court,  Southern  District 
of  New  York,  in  trying  to  assist  a 
judge  in  sentencing  two  of  Local  359's 
officers.  "Those  who  work  there  feel 
they  live  under  two  governments — 
one  in  Washington  and  one  on  the 
street.  .  .  .  The  government  of  the 
streets — the  Mafia — is  the  more  pow- 
erful of  the  two." 

In  a  series  of  fish  market  prosecu- 
tions resulting  from  a  five-agency  in- 
vestigation that  began  in  1979,  an 
able,  young  U.S.  attorney,  Daniel  Boo- 
kin,  has  laid  out  over  the  past  14 
months  a  remarkably  detailed  ac- 
count not  only  of  how  organized 
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Recognizing  a  great  idea 

is  almost  as 
important  as  creating  it. 


Many  inventions  would  not 
have  survived  if  someone,  other  than 
the  inventor,  hadn't  believed  in  them. 

And  during  its  118-year  history, 
The  Travelers  Insurance  Company 
has  believed  in  the  potential 
of  many  innovations  when  most 
others  didn't. 

The  automobile. 
In  the  late  1800s,  a  sputtering, 
ridiculous-looking  vehicle  began 
appearing  on  America's  roads. 

e  greeted  the  so-called 
horseless  carriage  with  laughter  and 
even  contempt. 

Nevertheless,The  Travelers  is- 
sued the  first  automobile  insurance 
in  1897. 

And  we've  been  insuring  auto- 
mobiles ever  since. 

The  airplane. 

When,  in  1903,  two  brothers 
from  Dayton,  Ohio  announced 
they  had  an  invention  that  would 
allow  man  to  fly,  people  threw  up 
their  hands  in  disbelief. 

Even  so,  a  short  while  later,  The 
Travelers  issued  the  first  liability  in- 
surance for  the  airplane. 


Beyond  that,  in  1920,The 
Travelers  produced  one  of  the  first 
publications  on  safety  in  aeronautics. 
Space  travel. 

In  1969,  when  scientists  were 
ready  to  put  a  man  on  the  moon, 
people  were  again  skeptical. 

The  Travelers  promptly  issued 
the  first  insurance  for  accidents  dur- 
ing space  travel. 

Since  then,TheTravelers  has  in- 
sured the  astronauts  on  nine  of 
America's  space  flights. 

So,  if  you're  looking  for  an  in- 
surance company  that  can  best  meet 
the  changing  needs  of  industry  and 
the  individual,  for  a  company  with 
imagination  and  foresight,  call 
an  independent  Travelers  agent  or 
broker.  For  the  one  nearest  you,  just 
consult  the  Yellow  Pages. 

Considering  where  we've  been, 
and  where  we're  going,  why  would 
you  call  anyone  else? 


THE  TRAVELERS 

The  Travelers  Corporation  and  in  Affiliated  Companies,  Harlford.  I  T  06115 
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crime  can  corrupt  a  labor  union  to  its 
own  advantage  but  also  how  the  in- 
dustry it  controls — the  wholesalers, 
unloading  companies  and  even  the  re- 
tailers— can  institutionalize  its  pres- 
ence, accept  it,  absorb  it  into  a  way  of 
life.  In  the  fish  market  the  crimesters 
weren't  outsiders.  They  worked  every 
night  in  the  market  and  even  ran 
some  of  the  businesses.  Organized 
criminals  became  as  much  a  part  of 
the  business  as  the  city  health  inspec- 
tors or  the  patrol  car  on  the  beat. 

So  far,  two  organized  crime  leaders 
have  been  convicted,  along  with  the 
union  they  headed,  of  crimes  such  as 
racketeering,  extortion  and  violations 
of  the  Taft-Hartley  Act.  Convicted, 
too,  were  16  fish  wholesalers  who  col- 
laborated with  them.  Three  unloaders 
have  been  convicted  of  tax  evasion. 
The  prosecutions  continue.  Last 
month  three  other  businessmen  were 
indicted  for  tax  evasion. 

By  Bookin's  reckoning,  the  mob's 
grip  on  the  union — and  thus,  the  mar- 
ket— has  been  secure  for  50  years 
now.  In  the  beginning  was  Socks 
Lanza,  a  capo  in  the  Genovese  crime 
family.  During  periods  when  the  gov- 
ernment succeeded  in  putting  him  in 
jail,  his  brother  Harry  took 
over,  and  after  him  Lanza's 
longtime  lieutenant,  Car- 
mine Russo.  Lanza  died  in 
1968  of  cancer,  but  his  influ- 
ence persists.  As  recently  as 
1981,  principal  offices  of  Lo- 
cal 359  were  held  by  his 
brother-in-law,  his  brother's 
son-in-law,  his  girl  friend  and 
Russo's  46-year-old  neph- 
ews— the  Romano  twins, 
Carmine  and  Peter. 

But  the  Romanos  are 
themselves  surrogates.  The 
ones  who  ultimately  control 
the  market  are  the  notorious 
Bonanno  and  Genovese  fam- 
ilies. According  to  undercov- 
er agents,  the  families  split 
the  available  business  be- 
tween them.  The  Bonannos 
control  auxiliary  activities  in 
the  market — loansharking, 
narcotics  and  certain  aspects 
of  protection.  The  Genovese 
family  controls  the  market 
itself  through   Local  359/ 


'Local  359  is  part  of  what  used  to  be  the 
Amalgamated  Meat  Cutters,  now  part  of 
the  VFCW.  It  was  the  Meat  Cutters  that 
gave  New  York  City  Moe  Steinman  and 
the  beef  scandals  that  embroiled  Iowa 
Beef  in  the  early  Seventies  (Forbes,  June 
22,  198U 


Carmine  Romano  ran  the  union  from 
1974  until  1980  and  then,  as  the  gov- 
ernment's investigation  got  under 
way,  stepped  aside  in  favor  of  his 
brother  (having  taken  care  to  accept  a 
$650-a-week  job  as  head  of  the 
union's  $6  million  pension  and  wel- 
fare fund). 

Local  359  represents  all  the  people 
who  handle  a  fish  from  the  time  it 
enters  the  Fulton  market  until  it 
leaves — unloaders,  handlers,  sales- 
men and  journeymen.  The  market's 
labor  relations  have  been  unusually 
peaceful.  With  a  product  that  deterio- 
rates rapidly,  the  wholesalers  would 
be  out  of  business  if  they  embraced 
the  hard-nosed  tactics  that  character- 
ize labor  management  relations  in 
some  other  industries.  True,  Local 
359  has  been  known  to  pull  its  men 
off  the  job,  but  not  often. 

Local  359  became  especially  aggres- 
sive when  Carmine  Romano  took 
over  in  1974.  A  member  of  the  Geno- 


Fish  market  mobster  Socks  Lanza 

His  influence  lasted  for  over  fifty  years. 


vese  crime  family  and,  at  360  pounds, 
a  veritable  Gargantua,  Romano  could 
not  control  the  men  who  actually 
catch  fish.  Fishermen  don't  come  into 
New  York  anymore.  They  come  in  to 
places  like  Gloucester  or  Long  Island 
or  New  Jersey  and  sell  their  catch  to 
fish  dealers  who  pack  it  in  ice  and 
move  it  in  100-pound  crates  by  refrig- 
erator truck  into  New  York.  But  he 
could  try  to  control  the  fish  dealers, 
who  bring  the  catch  to  market.  The 
union  persuaded  the  wholesalers  not 
to  do  business  with  fish  dealers  who 
wouldn't  recognize  Local  359  as  their 
bargaining  agent.  The  ploy  failed.  A 
half-dozen  Long  Island  dealers  who 
had  been  shut  out  of  the  market  sued, 
and  the  courts  slapped  down  Local 
359's  bid  as  an  unfair  labor  practice. 

That  failure  did  not  deter  Romano 
from  tightening  his  grip  on  the  whole- 
salers. Pressing  for  more  money,  in 
early  1975  the  union  hit  upon  the  idea 
of  renting  out  to  46  of  the  local  firms 
cardboard  plaques  identifying  them  as 
"union  shops."  The  union  had  never 
done  this  sort  of  thing  before;  it  vio- 
lated both  the  union  constitution  and 
the  Taft-Hartley  Act.  But  the  price 
wasn't  unreasonable — $25  a  month, 
$300  a  year  per  wholesaler — 
so  nobody  really  complained. 
"I  frankly  paid  it,"  wholesal- 
er Julius  Samuels  of  Blue 
Ribbon  Fish  later  testified, 
"because  it  was  told  to  me 
that  everybody  had  agreed  to 
pay  it,  and  I  decided  to  do  the 
same."  Almost  everyone  did 
the  same.  "Like  an  insurance 
policy  I  signed  it,  and  that 
was  it,"  Finest  Fillet's  Frank 
Bearese  recalled.  "We  just 
thought  as  long  as  everyone 
else  was  doing  it,  we  were 
going  to  do  it,  too,"  said  John 
Wilkisson  of  Frank  W.  Wil- 
kisson,  Inc. 

The  following  winter,  the 
union  suggested  it  might  be 
nice  if  the  merchants  kicked 
in  $300  apiece  "to  the  boys" 
at  Christmas.  The  merchants 
didn't  like  that  very  much 
either,  but  they  didn't  want 
any  trouble.  "We  did  not 
wish  to  create  problems 
where  no  problems  existed," 
said  Arnold  Smith  of  Caleb 
Haley  &  Co.  "I  didn't  think  it 
was  that  much  of  a  big  deal, 
frankly,"  said  Julius  Sam- 
uels. "I  just  didn't  want  to 
stand  out  as  the  one  that  did 
not  give,"  said  Abe  Haymes 
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Shouldn't  your  electronic  typewriter 
pome  from  the  company  that  started  it  all? 

Olympian 


Olympia's  reputation  for  quality  typewriters 
goes  back  over  75  years.  Today  we're  one  of 
the  top  five  office  equipment  companies 
in  the  world.  So  it's  only  natural  that  Olympia 
was  one  of  the  first  to  introduce  a  fully 
electronic  office  typewriter.  Now,  there's  an 
entire  family  to  choose  from.  The  ES  Series. 
From  basic  typewriters  to  word  processors, 
and  beyond.  All  with  that  famous  Olympia 
reliability.  And  every  one  backed  by 
Olympia's  extensive  nationwide  service 
organization.  The  electronic  ES  Series  will 
help  to  make  your  office  more  productive, 
more  efficient.  At  prices  competitive  with 
ordinary  ball  electrics.  CaJI  Olympia  today. 


A<F^  /A, 


of  Lockwood  &.  Wynant.  Only  Philip 
Bartone  of  Commercial  Fish  admitted 
to  having  paid  grudgingly:  "so  they 
don't  maybe  give  me  a  hard  time." 

But  plaques  and  payoffs  were  pea- 
nuts— $14,000  a  year  from  the 
plaques,  $18,000  from  the  Christmas 
bonus.  The  big  payoff  was  protection. 
Wholesalers  normally  store  their  un- 
sold fish  overnight.  Soon  after  Ro- 
mano took  over  Local  359,  the  whole- 
salers concluded  that  theft  had 
reached  intolerable  levels.  Watchmen 
employed  by  the  wholesalers  couldn't 
seem  to  prevent  it.  The  wholesalers 
turned  to  Carmine  Romano  for  help. 
Romano  promptly  organized  a  com- 
pany called  the  Fulton  Patrol  Service, 
which  charged  firms  on  the  piers 
$2,800  a  week  for  its  services  and 
guaranteed  not  only  to  stop  the  thefts 
but  to  reimburse  customers  for  any 
inventory  losses  they  might  incur. 

The  thefts,  to  no  one's  surprise, 
dropped  dramatically.  "Fulton  Pa- 
trol," the  government  later  contend- 
ed, "was  successful  not  because  it  em- 
ployed competent  watchmen,  but  be- 
cause Carmine  Romano  and  his 
co-conspirators  exercised  control  of 
the  thieves." 

Local  359's  grip  on  the  Fulton  Fish 
Market  depended  on  control  not  only 
of  the  workers  and  the  wholesalers 


but  of  the'  market's  unloading  oper- 
ations. No  trucker  delivering  or  pick- 
ing up  fish  in  the  market  could  simply 
do  it  himself.  He  had  to  accept  the 
services  of  one  of  the  half-dozen  un- 
loading companies  serving  the  mar- 
ket, as  assigned  to  him  by  Carmine 
Romano.  The  unloading  firms  had 
been  given  monopolies  by  the  union, 
and  they  kicked  back  money  for  the 
privilege.  Two  of  the  firms  were 
owned  by  Bonanno  family  associates, 
a  third  by  Carmine  Romano  himself. 
How  much  the  unloaders  take  in  is 
anybody's  guess.  But  the  latest  tax 
evasion  indictments  suggest  that  they 
net  at  least  $1  million  a  year. 

Nor  is  that  all.  In  addition  to  charg- 
ing for  their  services,  the  unloaders 
had  a  habit  of  "tapping"  each  crate  of 
fish  as  it  was  unloaded — taking  out 
three  or  four  fish  and  tossing  them 
into  a  special  crate  that  was  hand- 
trucked  to  mob-controlled  wholesal- 
ers in  the  market.  One  fish  dealer  told 
Forbes,  "When  I  first  went  up  there,  I 
objected,  and  I  had  one  of  those  fish 
hooks  put  against  my  belly  and  was 


told  not  to  come  into  the  market 
again."  One  undercover  agent  esti- 
mates the  wholesalers  lose  2,000  to 
3,000  pounds  of  fish  a  night.  That's 
less  than  0.5%  of  the  total,  but  it  adds 
up — to  perhaps  $1.5  million  a  year. 

Romano  had  the  market  coming 
and  going.  Any  trucker  who  wanted  to 
park  in  the  market  had  to  pay  a  park- 
ing fee.  If  he  didn't  pay,  he  would  find 
his  tires  slashed,  his  fish  stolen,  his 
truck  vandalized  or  all  of  the  above. 
IRS  agents  estimate  that  one  parking 
concessionaire  alone  netted  $80,000  a 
year.  There  are  five  others. 

Everybody  benefited  by  sticking  to 
the  union.  Under  Romano's  steward- 
ship, retirement  benefits  for  Local 
359's  800-odd  members  doubled, 
benefits  improved  and  proliferated, 
and  the  assets  in  the  pension  and  wel- 
fare fund  doubled  to  $6  million.  The 
union  officers  shared  in  the  pros- 
perity, not  only  in  large  ways  but  in 
small.  Their  reimbursed  expenses 
soared  from  $850  in  1974  to  $8,824  in 
1977.  They  also  got  an  additional 
fringe  by  depositing  $168,000  in 
union  funds  in  a  local  bank  and  keep- 
ing the  grateful  bank's  premiums — 
some  $10,000  worth  of  color  televi- 
sion sets — for  themselves  and  their 
wives,  girl  friends  and  relatives. 

No  victim  of  Local  359's  extortion 


The  Fulton  Fish  Market  is  controlled 
from  the  lower  Manhattan 
headquarters  of  Local  359  (left). 
Until  1980  the  union  ran  the  market.  Carmine 
Romano  ran  the  union,  and  the 
Genovese family  ran  both.  Above,  a  videotape 
of  Romano  (left)  outside  a  Brooklyn  bar. 
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cared  to  object.  That's  how  things 
were  done  in  the  market  for  as  long  as 
anyone  could  remember.  The  cost?  It 
was  simply  built  into  the  price  of 
flounder  or  bass  and  passed  on.  That 
began  to  change  when  the  govern- 
ment's investigation  got  under  way. 
Acceptance  of  criminality  gave  way 
to  fear  as  the  government  lawyers  set 
out  to  document  their  charges  to  jury 
after  jury. 

In  the  course  of  Romano's  trial,  his 
lawyer  described  the  defendant  as 
"one  of  the  best-loved  men  in  the 
market"  and  was  able  to  produce  350 
letters  testifying  to  his  client's  splen- 
did character.  Wholesalers  had  to  be 
forced  to  testify  under  grants  of  im- 
munity, however,  and  at  least  three 
refused  even  then.  "I  am  not  ready  to 
die,"  one  told  investigators.  "I  have  a 
family  to  look  after.  ...  I  can  never  go 
back  to  work  if  I  answer  your  ques- 
tion." Another  spent  90  days  in  jail 
and  paid  $66,000  in  fines  rather  than 
testify,  and  conceivably  he  was  right. 
At  1 J  :30  one  night,  two  men  in  ski 
masks  came  up  to  one  witness  who 
had  testified  involuntarily  and  shot 
him  five  times,  severely  wounding 
him.  Was  the  shooting  simply  a  coin- 
cidence? Nobody  knows. 

Put  together  the  plaques,  the 
Christmas  gifts,  the  patrol  service, 
the  tapping,  the  unloading  and  the 
parking,  and  you  have  added  at  least 
$3  million  to  the  cost  of  getting  a 
year's  catch  through  the  Fulton  Fish 
Market.  It's  not  much.  It  adds  only  2 
cents  a  pound  to  the  price  of  fish.  For 
the  fish  market,  it  would  appear,  it's  a 
small  price  to  pay  for  peace  of  mind. 
And  for  the  rest  of  us? 

Truckers  will  tell  you  that  things 
have  improved  somewhat  in  the  last 
year,  but  few  observers  think  there 
has  been  fundamental  change.  True, 
the  union  was  taken  over  by  trustees 
from  the  United  Food  &  Commercial 
Workers  International.  The  Romanos 
were  sentenced  to  jail — Carmine 
drew  12  years,  twin  brother  Peter  18 
months.  (Peter  is  not  yet  in  jail;  he  is 
out  on  bail  pending  his  appeal.)  But 
the  Fulton  Fish  Patrol,  which  contin- 
ues to  protect  wholesalers  against 
theft,  recently  raised  its  rates  by  $300 
a  week,  and  the  unloading  and  park- 
ing concessions  run  unimpaired. 

A  government  undercover  agent  was 
recently  asked  who  he  thought  was 
running  the  market  these  days  for  the 
Genovese  family.  "Vincent  Romano," 
he  replied.  Vincent  is  the  Romano 
twins'  older  brother.  This  month  the 
government  indicted  him  too.  ■ 


No  place  like  New  York 


No  fresh  fish  operation  in  the 
country  approaches  the  Fulton 
Fish  Market  in  ...  um  .  .  .  scale. 
The  market's  volume  of  170  mil- 
lion pounds  of  fish  last  year  was 
about  as  much  as  all  the  fish  han- 
dled around  the  Fish  Pier  in  Boston 
(75  million  pounds),  by  the  Eastern 
Market  in  Detroit  (some  45  mil- 
lion pounds)  and  by  the  market- 
places in  Philadelphia  and  Balti- 
more (25  million  to  30  million 
pounds  each). 

It's  that  awesome  volume  mov- 
ing through  a  single  marketplace 
in  New  York  City  that  simplifies 
Local  359's  work  in  extorting  trib- 
ute there. 

Conversely,  it's  the  relative  dis- 
persion of  wholesalers  in  other 
parts  of  the  U.S.  that,  according  to 
observers,  accounts  for  the  weak- 
ness of  organized  crime  influence 
elsewhere.  In  the  Los  Angeles  area, 
for  example,  fresh  fish  wholesalers 
are  distributed  over  300  square 
miles,  as  opposed  to  the  two-block 
concentration  in  New  York  City. 
In  Seattle,  Wash,  a  large  market- 
place died  out  with  the  invention 
of  containerized  shipping,  and 
wholesalers  there  now  place  their 
orders  by  telephone.  Waterfront  re- 


newal killed  the  large  New  Or- 
leans market.  A  new  highway  dis- 
persed Chicago  wholesalers.  Con- 
tainerized trucking  keeps  them 
that  way. 

None  in  a  group  of  experts 
around  the  country  contacted  by 
Forbes  would  say  that  crime  and 
the  fish  industry  never  meet  out- 
side New  York.  In  1981  the  Cali- 
fornia Department  of  Justice,  fol- 
lowing up  on  rumors,  investigated 
the  fish  industry  for  traces  of  orga- 
nized criminal  involvement.  The 
investigators  came  up  empty.  It 
was,  says  Charles  Casey,  chief  of 
the  state's  criminal  intelligence 
bureau,  "a  fairly  legitimate  busi- 
ness operation."  Casey  attributes 
those  rumors  to  sour  grapes  in 
tough  but  legal  competition,  to 
mindless  prejudiced  reaction  to  a 
few  "Italian  names"  in  the  busi- 
ness, and  "imagination." 

The  experts  agree  that  only  in 
New  York  is  organized  crime  en- 
demic. Says  Captain  Stuart  Finck, 
head  of  Los  Angeles'  Organized 
Crime  Intelligence  Division,  "In 
New  York  they're  concentrated, 
and  they  got  their  hooks  in  a  long 
time  ago.  It's  almost  an  accepted 
way  of  life." — Robert  McGough 


The  Boston  Fish  Pier,  smaller  fry  in  a  fishy  business 
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Mazda  GLC 
Proof  that  an  extraordinary 
economy  car  is  not  built  by  an 
ordinary  car  company 


The  more  you  look  at  our 
front-wheel-drive  GLC, 
the  more  you  become 
aware  of  one  vital  fact. 

It's  an  exceptional 
value. 

We  also  believe  it's 
an  exceptional  piece  of 
engineering.  VVhen  our 
engineers  first  designed 
the  GLC,  they  were  free 
to  analyze  existing  front- 
wheel-drive  technology. 
They  were  free  to  im- 
prove it  in  virtually  every 
area.  And  they  did. 

The  result  is  a  car  with 
handling,  responsive- 
ness and  ease  of  steering 
that  comes  as  a  pleasant 
surprise  to  those  accus- 
tomed to  driving  ordin- 
ary front-wheel-drive 
automobiles. 


44 


EST. 
hwv. 
mp'g 


34 


ESI. 
mpg 


Yet  never 
does  the  GLC 
ignore  the 
importance  of 
fuel  economy. 
How  Mazda  engineers 
handled  handling. 

When  the  wheels  of 
a  car  are  subjected  to 
a  rearward  force — when 
you  go  over  a  bump,  for 
example — they  tend  to 
toe-out.  Such  a  change 


ADVANCED 
FRONT  WHEEL 
DRIVE 


interferes  with  the  car's 
stability. 

Mazda  engineers 
developed  a  rear  sus- 
pension for  the  GLC 
that  includes  a  patented 
Twin  Link  design  whose 
geometry  counteracts 
this  effect.  Instead  of  toe 
ing  out,  the  rear  wheels 
of  the  GLC  remain  in 
neutral  position  to  help 
hold  the  car  on  track. 
An  economy  car 
that's  fun  to  drive. 

The  Mazda 
GLC  is  far 
from  dull.  It's 
powered  by  a 
transverse- 
mounted, 
overhead  cam, 
4-cylinder, 
1.5  litre  engine 


with  hemispherical 
combustion  chambers 
and  high  swirl  intake 
porting  for  efficient 
combustion. 
Excellent  resale  valui 
The  1979  GLC  3-Dc 
Hatchback  has  retainec 
an  impressive  100.8% 
of  its  original  suggestec 
retail  price,  according 
to  the  Kelley  Blue  Book 
Mar- Apr.  1982.  And  we 
have  every  reason  to 
believe  that  today's  GL( 


1979  MODEL 


Mazda  GLC 
Hatchback 


VW  Rabbit 
Hatchback 


Toyota  Corolla 
2  Dr.  Sedan 


Honda  Civic 
1500  Hatchback 


RETAINED  VALUE 


80%    90%  100% 


100.8 


84.6' 


98.8' 


97.1' 


■11  maintain  excellent 

:;ale  value, 
a  long  list  of 
i  indard  features. 

iil  Standard  features  on 
ajb  Mazda  GLC  Custom 
sbiude  1.5  litre  overhead 
j-ln  4-cylinder  engine 
^Lack-and-pinion  steer- 
»fc  •  Split  fold-down 
sljar  seat  backs  •  Power 
ij  »nt  disc  brakes  •  4- 
frieel  independent 
'ij,spension  •  Whitewall 
4'el -belted  radials 
--f  lectric  rear  window 
i  froster  •  Cut-pile  car- 
I  ting  •  Remote-control 
I  iver's  door  mirror 
i  rnted  glass  •  Reclin- 
•5  front  bucket  seats 
By  now,  you  should 
||derstand  why  we  say 
|^  GLC  is  an  extraordi- 
»ry  economy  car.  But  is 
|£  company  behind  the 
ppr  equally  extraordinary? 

IS Yes- 

in  atmosphere  of 
jrlvolvement. 

l|  Mazda  has  developed 
i|lose-knit  manage- 
^^nt-labor  relationship 
mich  has  resulted  in 
[long  employee  interest 
I  Jail  aspects  of  the 
Ijmpany's  operations. 
Hatching  management's 
lincern  for  sales  and 

ofits  stride  for  stride, 
ni  iployees  are  deeply 

ivolved  in  many  areas, 

duding  ways  to 

iprove  quality. 
1    Mazda  management 

,  courages  this  atmos- 

iiere  of  involvement 
I  d  has  developed  sev- 
|:  al  systems  to  deeply 
[  volve  the  worker. 

ow  we  invite 

irticipation. 

I  Our  Employee 
!  iggestion  Program, 
l>r  example,  has  been 
i  ccessfully  operated 
;  roughout  the  company 

r  more  than  25  years, 
i  hy  employee  may  sug- 
1  st  an  idea  for  improv- 
1  g  operations  or  the 
!  Drking  environment. 

1981  alone,  our 


employees  contributed 
over  l3/4  million  sug- 
gestions and  over  50% 
were  adopted! 

Mazda  Quality 
Circles  provide  another 
valuable  forum  for 
employee  participation. 
Currently,  there  are  2147 
Circles  with  over  16,000 
employees  engaged 
in  a  number  of  problem- 
solving  activities — 
including  ways  to 
increase  quality. 

MQ  Circles  usually 
consist  of  seven  to  eight 
volunteer  members.  They 
meet  on  their  own  time 
several  times  monthly 
to  discuss  and  solve 
the  issues  they  are  con- 
cerned with. 

These  Circle  activities 
have  made  tremendous 
contributions  to  in- 
creased productivity  and 
quality.  But  more  impor- 
tantly, they  have  pro- 
vided employees  with  an 
opportunity  to  participate 
and  gain  a  sense  of 
accomplishment . 
Our  quest  for  quality. 

We  want  to  continue 
to  offer  the  finest  possi- 
ble quality  automobiles 
at  the  least  possible  cost. 
So  improved  quality  is  a 
continuing  goal  of  ours. 
And  programs  like  these 
have  led  to  many  signif- 
icant contributions  in 
this  area. 

Our  intense  commit- 
ment to  quality  is  paying 
impressive  dividends 
both  corporately  and  for 
the  over  one  million 
people  who  buy  our 
products  each  year  in  our 
110  markets  worldwide. 
And  has  helped  make  the 
GLC  the  most  successful 
new  product  in  Mazda's 
50  year  history  of  pro- 
ducing automobiles. 

The  more  you  look  at 
all  the  quality  that  goes 
into  every  Mazda,  the 
more  you  like  the  quality 
of  the  company  behind 
the  car. 


SOME  ADDITIONAL  INTERESTING  FACTS  ABOUT  MAZDA: 

Mazda  productivity 
has  risen  97.8%  in 
just  5  years. 


JAPAN'S  LEADING 
MOTOR-VEHICLE  PRODUCERS 
Total  Units 
Rank      Company  1981 

1  Toyota    3,220,418 

2  Nissan    2,584,288 

3  Mazda   1,176,608 

4  Mitsubishi    1,094,793 

5  Honda    1,008,927 

6  Suzuki   578,876 

7  Subaru  472,639 

Daihatsu   472,254 

9    Isuzu   457,242 


Mazda  is  the 
third  largest 
motor-vehicle 
producer  in  Japan. 
We're  also  the 
ninth  largest  in 
the  world.i 


X245,696  units  were 
sold  worldwide  in 
FY  1981. 


1975       1976  1977 
LEGEND:     E3  Suggestions  made 


1978       1979      1980  1981 
■  Suggestions  adopted 


The  depth  of  Mazda 
employee  involvement 
is  shown  by  the 
number  of  suggestions 
made  and  adopted. 


Net  after- tax  income 
was  $85.0  million. 


tSource:  Japanese  Automotive  Manufacturers  Association 


FOR  A  FREE  COPY  OF  THE  1981  MAZDA 
ANNUAL  REPORT  AND  A  GLC  CATALOG, 
SIMPLY  FILL  OUT  THIS  COUPON  AND 
SEND  IT  TO: 


Hooven  Business  Mail 
P.O.  Box  15014 
Los  Angeles,  CA  90015 
Attn:  Mazda  GLC  Offer 


*1982  EPA  estimates  for  comparison 
purposes  for  GLC  Custom  3-door 
with  4-speed  transmission.  Your 
mileage  may  vary  with  trip  length, 
speed  and  weather.  Actual  highway 
mileage  will  probably  be  less. 


Numbers  Game 


What  the  fine  print  in  the  1981  annual  reports  of  U.S.  Steel  and 
Du  Pont  doesn't  tell  you  about  the  oil  companies  they  acquired. 

Missing 
footnotes 


By  John  A.  Byrne 

H-  ere's  a  footnote  U.S.  Steel 
Corp.  neglected  to  include  in 
i  its  recently  mailed  1981  annu- 
al report:  As  a  result  of  its  $6  billion- 
plus  acquisition  of  Marathon  Oil,  U.S. 
Steel  also  got  as  part  of  the  bargain  a 
contingent  liability  of  more  than  $369 
million.  That's  more  than  one 
third  of  the  profits  U.S.  Steel  re- 
ported last  year. 

Here's  a  footnote  Du  Pont 
should  be  including  in  its  latest 
annual:  As  a  result  of  its  $7.8  bil- 
lion purchase  last  year  of  Conoco, 
Du  Pont  inherited  a  contingent  li- 
ability of  about  $315  million. 
That's  more  than  one  fifth  of  the 
combined  corporations'  reported 
earnings  in  1981. 

The  reason  for  both  potential  lia- 
bilities is  the  Department  of  Ener- 
gy's long-standing  dispute  with  the 
major  oil  companies  over  alleged 
pricing  violations  and  overcharges. 
Marathon's  $369  million  liability 
was  calculated  from  a  continuous 
audit  of  the  company's  records  by 
federal  energy  officials  from  1974 
to  1980.  Conoco's  contingent  liability 
is  derived  from  Department  of  Energy 
notices  alleging  probable  violation  in 
1979  and  1980.  The  $315  million  con- 
tingent liability  appeared  in  Conoco's 
last  quarterly  report  issued  for  the  sec- 
ond quarter  of  last  year,  just  before  its 
accounts  were  consolidated  with  Du 
Pont's.  Marathon  reported  its  $369 
million  potential  liability  in  its  last 
annual  report. 

Why  didn't  U.S.  Steel  and  Du  Pont 
include  these  possible  liabilities  in 
their  own  footnotes?  Andrew 
Staursky,  a  spokesman  for  U.S.  Steel, 


suggested  that  U.S.  Steel  didn't  have 
enough  time  to  include  it  in  its  annu- 
al report  because  the  acquisition  was 
only  approved  by  Marathon  share- 
holders on  Mar.  11,  the  day  of  the 
report's  release.  Yet  U.S.  Steel,  which 
acquired  more  than  50%  of  Marathon 
on  Jan.  7,  did  manage  to  include  quite 
a  bit  of  other  detail  about  the  pur- 


chase in  the  report,  including  an  un- 
audited pro  forma  consolidated  bal- 
ance sheet. 

Du  Pont's  latest  annual,  however, 
shows  audited,  consolidated  financial 
results  of  Conoco  and  Du  Pont  since 
the  Conoco  purchase  occurred  last 
summer.  But  there's  not  even  a  mere 
mention  of  the  potential  liability  or  of 
any  provisions  made  for  it.  Why  not? 
"The  company  decided  that  no  disclo- 
sure was  necessary,  and  we  fully 
agreed  with  that  decision,"  says  Har- 
old Shreckengast,  a  partner  with  Price 
Waterhouse.  Negotiations  with  the 


Department  of  Energy  are  continuing, 
and  an  agreement,  says  a  spokesman 
for  Du  Pont,  is  close  at  hand.  Du  Pont 
believes  that  the  eventual  settlement 
will  "be  so  minimal  as  not  to  be  a 
contingent  liability." 

Maybe  so.  But  that,  after  all,  is 
counting  your  chickens  before  they 
hatch.  Even  if  Du  Pont  settles  for  sub- 
stantially less,  a  $315  million  con- 
tingent liability  should  not  disap- 
pear overnight  without  a  word  of 
explanation.  That  is  material. 

All  of  this  would  be  insignificant 
if  the  accounting  rules  for  such 
preacquisition  contingencies  had 
not  gone  through  some  radical 
changes  little  more  than  one  year 
ago.  In  the  past,  if  the  contingency 
occurred  subsequently,  accounting 
rules  allowed  the  acquiring  com- 
pany, such  as  U.S.  Steel  or  Du 
Pont,  to  state  the  loss  retroactively 
and  amortize  it  over  as  many  as  40 
years.  But  FASB  Statement  38  now 
requires  a  realized  contingent  loss 
to  be  written  off  entirely  in  the 
year  paid  off.  Since  this  can  mean  a 
!     much  bigger  bite  on  the  bottom 
line,  FASB  38  also  requires  acquir- 
ing companies  to  try  to  estimate  the 
liabilities  that  will  probably  result 
from  lawsuits,  income  tax  disputes 
and  contractual  arrangements  and,  if 
possible,  recognize  them  as  part  of  the 
purchase  price.  Then  only  the  differ- 
ence—either up  or  down — is  charged 
to  earnings  in  the  year  the  penalty  is 
paid  out.  But  a  realistic  estimate  isn't 
always  possible. 

"If  you  want  smooth  earnings,  you 
shouldn't  be  acquiring  companies 
with  a  lot  of  contingencies  hanging 
over  their  heads,"  says  John  Fox,  a 
partner  with  Coopers  &  Lybrand.  ■ 
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Avis  showed  me 
that  trying  harder 

is  still  the  best 


way  to  do  business.' 
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I  used  to  work  for  another  car 
rental  company.  Well,  I'm 
behind  the  Avis  counter 
now. . .  and  a  lot  more  has 
changed  than  just  the  color 
of  my  blazer. 
"It  isn't  just  that  we  have 
jthe  terrific  Wizard  of  Avis 
icomputer  system.  It's  a 
different  attitude,  a  feeling 

iDebbie  Romaine 

Rental  Sales  Agent 


that  everyone  here  has.  Every- 
body cares  about  their  work. 
We  really  do  try  harder  to 
satisfy  customers.  Trying 
harder  is  a  whole  lot  more 
than  just  a  button  on  my 
lapel"  For  information  or 
reservations  see  your 
travel  consultant  or  call 
toll  free:  800-331-1212. 


AVIS 


We  try  harder. 

Avis  features  GM  cars. 


©1982  Avis  Rent  A  Car  System,  Inc.,  Avis*'  We  try  harder* 


Nonprofit  organizations  are  finding  it  in- 
creasingly difficult  to  make  money  on  the 
side  without  paying  the  IRS. 


"The  less  said, 
the  better11 


versity  Business  Officers. 

At  first  glance,  you  might  think  it 
easy  to  distinguish  between  taxable 
and  nontaxable  revenue  in  nonprofits. 
After  all,  no  one  quarrels  with  the 
theory  that  if  the  for-profit  activity 
produces  "related"  business  income 
that  furthers  the  tax-exempt  purpose 
of  the  organization,  then  the  IRS  can't 
touch  it.  If,  on  the  other  hand,  the 
activity  is  "unrelated,"  then  the  IRS 
should  get  its  share. 

But  applying  that  principle  to  the 


By  Barbara  Rudolph 


Y1  ou  might  think  that  nonprof- 
it institutions  like  universities, 
museums  and  certain  hospitals 
had  headaches  enough  with  sharp  fed- 
eral funding  cutbacks  and  a  continu- 
ing recession  to  contend  with.  But  the 
real  migraines  will  come  when  the 
IRS  gets  into  the  act. 

To  pick  up  the  slack,  nonprofits 
have  been  setting  up  larger  and  more 
diverse  for-profit  schemes.  The  Den- 
ver Children's  Museum,  for  instance, 
publishes  Boing!,  a  bimonthly  tabloid 
for  kids  that  claims  a  circulation  of 
150,000.  That  would  make  Boing!  (the 
favorite  name  of  kids  surveyed)  the 
third-largest  paper  in  Colorado.  And 
Washington,  D.C.'s  public  TV  sta- 
tion, WETA,  earned  $465,000  on  the 
side,  producing  TV  commercials  and 
renting  out  space.  They  even  did  some 
of  Reagan's  campaign  spots. 

The  IRS  isn't  sure  it  likes  this  turn  of 
events.  Last  year  there  were  148  rulings 
and  court  decisions  on  nonprofits' 
moneymaking activities,  up  59%  from 
1 979.  Often,  the  income  they  produced 
was  found  to  be  taxable. 

Understandably,  this  worries  the 
nonprofits.  Says  Richard  Pierce, 
spokesman  for  the  Metropolitan  Mu- 
seum in  New  York,  "There's  edg- 
iness  about  this.  The  atmosphere 
around  here  is,  the  less  said,  the 
better."  The  Met  has  a  lot  at  stake: 
Their  for-profit  activities,  including 
a  restaurant  and  a  parking  garage, 
kicked  in  $28  million  last  year — over 
half  of  the  museum's  total  income. 
Even  college  finance  officers,  who 
have  traditionally  been  less  vulner- 
able to  the  IRS,  are  concerned:  "As 
the  IRS  pays  more  attention  to  non- 
profits, we  face  a  continuing  problem 
to  protect  ourselves,"  says  D.F.  Finn, 
executive  vice  president  of  the  Na- 
tional Association  of  College  &  Uni- 


Taxing  Matters 


ist  at  Deloitte  Haskins  &  Sells. 

So  the  smartest  charities  plan 
ahead.  You  can  set  up  a  for-profit  busi- 
ness in  such  a  way  that  the  very  lan- 
guage of  the  organization's  charter 
makes  the  business  tax  exempt.  In 
one  instance,  a  health  organization 
was  able  to  sell  computerized  finan- 
cial programs  to  its  members — an  ap- 
parently unrelated  activity — because 
the  charter  cleverly  included  a  para- 
graph stating  that  one  of  the  group's 
purposes  was  to  provide  financial  as- 
sistance to  its  members. 

Tax-exempts  should  also  be  careful 
that  their  activities  don't  seem  to 
compete  directly  with  taxable  busi- 
ness— a  pet  peeve  with  the  IRS  recent- 
ly. One  way  out  of  this  bind  is  to 
charge  an  arm  and  a  leg  for  your  prod- 
uct. That's  the  drift  of  last  year's 
Court  of  Claims  ruling  in  the  Dis- 
abled American  Veterans  case.  The 
veterans  group  offered  its  members 
copies  of  recently  published  books. 
Some  were  sold  at  more  than  twice 
their  retail  value.  The  court  ruled  that 
the  income  from  those  books  was  not 
taxable,  while  the  income  from  the 
group's  cheaper  books — sold  in  com- 
petition with  bookstores,  the  court 


real  world  can  get  tricky.  Take  the 
case  of  the  Carle  Foundation  Hospi- 
tal, whose  pharmacy  sold  drugs  to  pa- 
tients of  an  adjoining  clinic.  In  came 
the  IRS  with  an  unexpected  audit,  and 
ruled  that  since  the  pharmacy  was 
serving  patients  other  than  its  own,  it 
should  be  socked  with  a  $67,000  tax 
bill.  Last  month  a  Circuit  Court  ruled 
that  a  hospital  pharmacy  could  sell 
drugs  to  another  hospital's  patients — 
if  these  patients  were  treated  by  the 
same  staff  doctors. 

In  another  case,  a  district  court  al- 
lowed a  hospital  to  sell  musical  rec- 
ords— seemingly  a  far  cry  from  medi- 
cal care — because  the  records  were 
produced  by  volunteers.  Go  figure  it. 

Such  quirkiness  is  par  for  the 
course.  Not  even  accountants  can 
find  much  method  in  this  madness. 
"There  are  always  contradictions,  and 
we're  never  sure  what  a  ruling  will 
be,"  says  foe  Galloway,  a  tax  special- 


argued — must  be  taxed.  Says  Richard 
Van  Wert,  a  partner  in  the  Boston  law 
firm  Nutter,  McClennen  &  Fish: 
"The  case  offered  a  novel  theory: 
Charge  well  in  excess  of  retail  value," 
and  you  may  be  safe  from  the  IRS. 

As  usual,  the  lawyers  guarantee 
nothing.  Indeed,  one  IRS  case  indi- 
cates that  even  lawyers  have  trouble 
protecting  moneymaking  operations 
of  their  own  tax-exempt  organiza- 
tions. Two  years  ago  a  bar  association 
referral  service  required  each  partici- 
pating attorney  to  accept  two  indigent 
clients  a  year.  The  clients  paid  a  regis- 
tration fee  and  an  initial  consultation 
fee,  which  the  attorneys  forwarded  to 
the  tax-exempt  bar  association.  The 
IRS  ruled  that  the  fees  paid  by  clients 
for  each  additional  consultation  are 
taxable  income.  There  was  no  appeal. 
The  lawyers  dutifully  paid  up.  ■ 
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INTRODUCTION  

Remember  all  the  claims  we  used  to 
hear  about  how  computer  power  would  rad- 
ically transform  our  lives?  Has  it?  Not  for 
most  Americans.  All  in  all,  this  so-called 
information  revolution  we  are  supposedly 
witnessing  has  left  most  of  us  doing  our 
jobs  about  the  same  as  we've  been  doing 
them  for  years. 

Well,  this  time  it  is  going  to  happen. 
Technological  advances,  particularly  in  in- 
tegrated circuit  design,  have  made  it  feasible 
for  most  professional  workers  and  small 
businesses  to  afford  their  own  computer 
systems.  The  microcomputer  -  inexpen- 
sive and  easy  enough  for  the  mass  markets 
to  own  and  use  -  is  likely  to  match  the 
impact  that  the  automobile  and  the  tele- 
phone have  had  on  society. 

To  give  you  an  idea  of  the  scale  of  the 
microcomputer  explosion,  in  1 982  well  over 
one  million  microcomputers  (or  personal 
computers,  as  they  are  commonly  called), 
will  be  shipped.  This  is  more  than  the  entire 
installed  base  of  all  kinds  of  computers 
shipped  prior  to  1980.  And  by  the  end  of 
1985,  more  than  10  million  personal 
computers  will  be  installed. 

Personal  computers  are  being  used  in  a 
multitude  of  settings  including  large  cor- 
porations. Today,  microcomputers  are 
smuggled  in  through  back  doors  to 
circumvent  unenlightened  corporate  poli- 
cies. Yet  the  microcomputer  revolution  has 
begun  and  will  not  be  stopped. 

Most  large  organizations  initially  will 
have  to  recognize  and  then  assimilate  per- 
sonal computing.  Although  the  ex- 
perience may  be  more  painful  for  some 
than  others,  most  professionals  are  eager 
to  make  their  jobs  easier  and  more  fulfilling 
and  most  executives  are  equally  eager  to 
see  efficiency  and  profits  rise.  And  even 
executives  who  had  reservations  about 
computers  are  using  them  at  an  increasing 
rate.  But  use  them  or  not,  all  executives 
need  to  know  about  personal  computers 
and  the  risks  and  rewards  they  can  hold. 

WHAT  IS  A  PERSONAL 
COMPUTER?  

A  personal  computer  is  a  microproces- 
sor-based system  which  incorporates  the 
four  principal  functions  of  computers;  input, 
processing,  data  storage,  and  output. 

Information  is  entered  by  use  of  a  key- 
board. Commands  to  and  responses  from 
the  central  processing  unit  (CPU)  are 


shown  on  a  video  display  with  output  cap- 
tured in  hard  copy  by  a  printer  or  plotter. 
Peripheral  memory  devices,  such  as  flexi- 
ble (or  "floppy")  disks  and  hard  disks  are 
attached  to  store  programs  and  data. 

Commonly  referred  to  as  the  brain  of  the 
computer,  the  CPU  of  a  personal  computer 
is  a  microprocessor  consisting  of  an  inte- 
grated circuit,  or  a  "computer  on  a  chip."  It 
has  approximately  the  area  of  a  quarter  and 
constitutes  a  small  fraction  of  the  total  cost 
of  a  personal  computer.  Due  principally  to 
chip  technology,  computing  power  that  cost 
$30,000  in  1 960  dropped  to  $1 ,000  in  1 980 
and  by  1985  will  fall  to  $100.  Thus  you  can 
see  how  some  observers  are  calling  the 
coming  years  the  "age  of  free  hardware". 
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"The  Osborne  Briefcase  Computer' 


As  with  mainframe  computers  and  i 
computers,  software  is  the  element  w, 
stands  between  the  user  and  effective 
of  his  personal  computer.  It  is  the  fuel 
makes  the  information  engine  go 
unlike  larger  computers  that  use  cus 
made  software,  most  software  for  pers 
computers  is  written  on  pre-packaged 
py  disks. 

PERSONAL  COMPUTERS 
IN  LARGE  ORGANIZATIONS: 
PITFALLS  A  POSSIBILITIES- 

Without  question,  bringing  computer  pc 
to  the  workforce  will  be  a  difficult  e: 
rience  for  most  large  businesses.  The  p 
paid  will  depend  mainly  on  the  attitudes 
policies  of  upper  management. 

RECOGNITION  

Most  large  businesses  already  have 
site  personal  computers.  Hidden  in  buc 
'items  like  office  equipment  or  supplies,  f 
sonal  computers  are  inexpensive  eno 
for  professionals  to  bypass  central 
chasing  or  data  processing  departme 
Thus,  in  many  businesses,  upper  m 
agement  as  well  as  Management  Inforr 
tion  Systems  (MIS)  departments  are 
always  aware  of  the  extent  to  which  p 
sonal  computers  are  used  in  their  comp 
ies.  For  example,  an  auditor  for  a  m 
manufacturer  was  trying  to  determine  \ 
spoilage  figures  for  a  particular  pi 
dropped  by  48%  in  one  year.  He  was  lec 
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Managers!  Increase  Your  Productivity 
With  a  Radio  Shack  TRS-80  Computer 


Here  are  two  new  management  tools  that  will  let  you 
spend  more  time  managing  and  less  time  "pushing  a 
pencil."  Our  Time  Manager™  program  helps  you  or- 
ganize your  busy  schedule,  showing  appointments  and  a 
"to  do"  list.  It  can  be  your  daily  organizer,  filing  system, 
electronic  "notepad,"  project  coordinator,  financial  as- 
sistant, and  more.  VisiCalc®  lets  you  solve  problems, 
forecast,  and  analyze  the  effect  of  your  decisions.  And 
both  programs  are  available  for  the  Radio  Shack 
TRS-80  Model  III  Desktop  Business  Computer. 

Time  Manager:  Your  Daily  Calendar  .  .  .  and  More! 

This  "electronic"  calendar,  automatic  reminder  and  filing 
system  places  at  your  fingertips  the  important  facts  you 
need  to  plan,  organize,  schedule  and  record  your  busi- 
ness activities. 

It's  Easy  to  Use.  As  names,  appointments,  telephone 
calls,  expenses  and  more  occur,  enter  them  into  Time 
Manager.  Now  they  can  be  instantly  recalled  whenever 
needed.  You  can  view  today's  activities — or  look  ahead 
at  what's  coming  up,  summarized  by  priority.  In  addition, 
a  "to  do"  list  will  even  follow  you  from  day  to  day  until 
finished. 

Locate  Information  Quickly.  Using  Time 
Manager,  you  can  scan  your  year's  data  for 
specific  information  by  category  and/or 
keyword.  For  example,  if  you  select 
the  telephone  category  and  a  key- 
word— such  as  a  person's 
name — then  enter  a  range  of 
dates,  Time  Manager  instantly 
locates  the  calls  you  made  to 
that  person  during  the  desig- 
nated period,  along  with  your 
notes  concerning  each  call. 


Track  Projects,  Customers,  and  Finances.  You  can 

get  a  complete  pic- 
ture of  jobs  or  cli- 
ents just  from  the 
daily  activities  infor- 
mation you  enter. 
Review  schedules 
and  progress,  ex- 
amine the  fre- 
quency of  sales 
visits,  recall  all  your 
business  expenses 
at  tax  time,  create 
financial  summa- 
ries, and  much  more  with  a  few  simple  keystrokes! 

VisiCalc:  The  Manager's  Planning  Tool.  Radio 
Shack's  TRS-80  Model  III  VisiCalc  dramatically  im- 
proves the  way  you  do  financial  planning,  budgeting, 
sales  projections,  job  costing,  engineering  designs, 
scheduling,  product  pricing,  and  more.  Think  of  VisiCalc 
as  an  "electronic"  columnar  pad.  Just  define  the  for- 
mulas, enter  your  figures,  and  VisiCalc  performs  all  cal- 
culations and  automatically  displays  the  results.  Now 
change  any  value  or  formula  on  your  worksheet,  and 
VisiCalc  instantly  updates  every  related  number!  You  can 
view  countless  "what  if .  .  ."  situations  in  seconds,  rather 
than  the  hours  required  with  pencil  and  paper. 

We  Have  Other  Ways  to  Save  You  Time.  Discover 
electronic  filing,  word  processing,  and  the  many  other 
ways  a  TRS-80  can  increase  your  productivity!  See  the 
48K  2-Disk  Model  III  ($2495),  Time  Manager  ($99.95), 
VisiCalc  ($199),  and  our  other  business  software  at 
a  Radio  Shack  store,  dealer,  or  Computer  Center  near 
you  today! 

L  Ssim  '  !  i  !©It 

The  biggest  name  in  little  computers 

A  DIVISION  OF  TANDY  CORPORATION 
I   Send  me  your  free  TRS-80  Computer  Catalog 

Mail  To:  Radio  Shack,  Dept.  82-A-494 
1300  One  Tandy  Center,  Fort  Worth,  Texas  76102 


.STATE . 


Retail  prices  may  vary  at  individual  stores  and  dealers. 
Time  Manager  is  a  trademark  of  Image  Producers,  Inc. 
®VisiCalc  is  a  registered  trademark  of  Personal  Software,  Inc. 


NOW  THAT  YOl 

FIRST  GE 
TAKE  A  LOO] 


It  started  with  the  simple  notion  that  computer 
power  ought  to  be  available  for  the  individual,  not 
just  the  corporation. 

Admittedly,  a  revolutionary  idea  back  in  1976. 

But  one  which  proved  quite  popular.  So  popular, 
that  last  time  we  stopped  to  count  we  d  sold  over  a 
half  billion  dollars  in  personal  computers. 

Before  we  knew  it,  a  half  dozen  corporate  biggies 
moved  into  the  marketplace. 

Not  to  fear. 

We  more  than  held  our  own.  Even  with  all  this 
competition,  the  Apple"  II  remains  the  largest  selling 
personal  computer  in  the  world. 

Good  enough,  right?  Not  right. There  were  still 
a  lot  of  people  who  needed  more  power  and  more 
capacity  than  even  the  Apple  II  could  deliver. 

THE  BIGGEST  APPLE. 

Our  answer  was  the  Apple  '  III. 

Which  in  all  due  modesty  is, dollar  for  dollar,  the 
most  powerful  personal  computer  on  the  market. 

The  Apple  III  has  up  to  256K  RAM  of  usable 
internal  memory. 

That's  more  memory  than  any  other  personal 
computer.  So  you  can  solve  a  limitless  number  of 
business  problems  easier  and  faster  than  you  ever 
thought  possible. 


Xerox  820 

Hewlett-Packard 
125— Model  10 

IBM  Personal 
Computer 

Apple  m 

Standard  Memory 

64K 

64K 

64K 

128K 

Maximum  Memory  when  fully  configured" 

64K 

64K 

192K 

256K 

Expandabdity 

No  expansion 
slots 

No  expansion 
slots 

No  extra  expan- 
sion slots  in  fully 
configured* 
192K  system 

4  extra  expans 
slots  in  fully 
configured  25( 

system* 

Diskette  Storage  1  per  drive) 

92K 

256K 

160K 

14CK 

Moss  Storage  ( per  dnve) 

4  megabyte 
Hard  Disk 

5  megabyte 
Hard  Disk 

Display  Graphics  Capability 

High  resolution 
BAV 

High  resolution 
BAV 

High  resolution 
BAV  or  4-color 
(color  requires 
additional  card) 

High  resolutio 
BAV  or  16-cofc 

Softuare  Available 

Word  Processing 
Super  Calc 

Communications 
CP/M®  library 

Word  Processing 
VisiCalc®  125 
Business  Graphics 
Communications 

CP/M®  library 

Word  Processing 
VisiCalc 

Communications 

CP/M*  86 
programs 

Word  Processit 
VisiCalc*  HI 
Business  Grap 
Communicant 
Apple  II  sofrw; 
library 

CP/M"  library 
1  available 
Spring,  1982) 

""Fully  configured'  means  system  includes,  at  minimum,  monitor,  printer,  2 -disk  dnves  and  RS-23] 
communicator  NOTE  Charr  based  on  manufacturer  s  information  available  as  of  December,  1981 .  V! 
is  a  registered  trademark  of  Personal  Software,  Inc.  CP/  M  is  a  registered  trademark  of  Digital  Resean 
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Apple  Hi 
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FIRST  RUN  PROGRAMS. 

For  openers,  we  have  developed  new  software 
packages  exclusively  for  the  Apple  III. 

First,  there's  VisiCalc"  III— a'Super  VisiCalc" 
that  lets  you  create  and  revise  the  most  complex 
forecasts,  budgets,  strategies  and  projections  with 
unimagined  speed. 

Then  there's  Apple  Business  Graphics,  which 
lets  you  generate  graphs,  plots,  bars  or  pie  charts. 
All  in  16  high  resolution  colors  or  16  gray  scales. 

Add  Apple  Writer  III  software  and  you've  got 
professional  word  processing  capability— for  less 
than  the  price  of  most  word  processors. 

You  can  create,  edit  and  print  memos,  letters  or 
large  documents  in  record  time. 

For  those  long  cumbersome  mail  lists,  there's 
Mail  List  Manager.  This  lets  you  store  nearly  1,000 
names  on  one  disk.  And  retrieve  them  in  any  way 
you  wish.  Alphabetically,  occupationally, whatever. 

In  addition,  all  of  these  programs  are  totally 
interactive  with  each  other. 

For  example: you  can  take  the  information  from 
VisiCalc  III,  convert  it  to  a  graph,  and  print  the 
graph  in  a  personalized  form  letter  to  be  sent  to  a 
select  list  of  customers. 

Apple  i^.i  registered  trademark  ol  Apple l  lomputer  Inc. 

For  the  authorized  dealer  nearest  you,  call  (800)  538-9696  In  California,  call  (800)662-92 38  Or  write  Apple  Computer  Inc  .Advertising  and  Promotion  Depi  .  20525  Mariani  Ave  Cupertino  CA  95014 


There's  another  Apple  III  exclusive,  Access  III 
communications  software. 

Which  gives  you  just  what  the  name  implies, 
access  to  mainframe  computers. 

You  can  remove  information  from  your  firm's  big 
machine,  even  work  with  it,  and  put  it  back.  Or  plug 
right  into  Dow  Jones  or  the  New  York  Times. 

And  if  your  fancy  runs  to  Goodspell,  Job  Costing, 
Personal  Finance  Manager  or  virtually  any  of  the 
other  Apple  II  programs,  you're  in  luck. 

The  Apple  III  can  run  thousands  of  Apple  II 
programs.  And  soon  you'll  be  able  to  run  thousands 
of  existing  CP/M"  programs. 

Taken  together,  this  gives  Apple  III  more  available 
software  than  any  other  personal  computer. 

APPLE  HI'S  NEW  PROFILE™ 
Another  Apple  III  exclusive  is  ProFile,  a  new 
hard  disk  option  that  greatly  expands  the  capabilities 
of  your  Apple  III. 

With  this  addition,  your  Apple  III  can  store  over 
1,200  pages  of  text  ( 5  million  bytes  of  information). 
Which  enables  you  to  handle  problems  once 
reserved  for  big  computers. 

About  the  only  thing  we  didn't  build  into  the 
Apple  III  is  obsolescence. 

Unlike  many  of  our  competitors  first  generation 
machines,  the  Apple  III  is  built  to  grow  as  your 
business  needs  grow.  Even  when  you've  equipped 
the  Apple  III  with  a  printer,  a  plotter,  a  phone 
modem  and  extra  disk  drives,  you've  still  got  room 
for  more. 

Finally,  Apple  III  is  backed  by  a  network  of  over 
1,000  full  service  dealers  in  the  U.S.  and  Canada, 
offering  complete  technical  support. 

Visit  one  of  them.  Compare  our  Apple  III  with 
our  competitors'  machines. 

We're  sure  you'll  find  that  between  our  third 
generation  and  their  first,  there's  quite  a  gap. 


The  personal  computer. 


jcipple 


a  beaming  plant  manager  to  an  isolated 
area  containing  two  Radio  Shack  TRS-80 
computers.  By  accessing  the  central  data 
banks,  the  plant  manager  was  able  to 
design  a  program  to  achieve  the  impres- 
sive savings.  However,  not  only  were  the 
TRS-80s  purchased  with  funds  allocated 
for  typewriters,  they  had  been  in  operation 
for  over  a  year  without  the  knowledge  or 
approval  of  the  MIS  department. 

Upon  discovering  the  proliferation  of 
personal  computers  right  under  their  noses, 
the  reactions  of  MIS  managers  and  corpo- 
rate executives  vary  significantly.  Some 
have  adopted  siege  mentalities,  rushing  to 
plug  budget  loopholes  and  issuing  direc- 
tives prohibiting  purchases  of  personal 
computers.  Others  follow  a  course  of  benign 
neglect;  if  people  want  to  use  personal 
computers,  fine.  A  third  approach  is  de- 
signed not  only  to  permit  personal  compu- 
ters, but  to  actively  encourage  them.  This 
option  generally  involves  instituting  training 
programs  for  novices  and  establishing  pro- 
cedures whereby  personal  computer  sys- 
tems are  acquired. 

Some  companies  which  instituted  ag- 
gressive policies  to  eliminate  personal 
computers  quickly  saw  they  were  fighting 
losing  battles  and  changed  their  tactics. 
One  company  to  take  such  an  about-face 
is  Schering-Plough.  Realizing  that  the  MIS 
department  "cannot  dictate  policy  in  a 
decentralized  environment",  a  company 
spokesman  reports  Schering-Plough  has 
given  up  its  attempt  to  prevent  expanding 
use  of  personal  computers.  Instead,  it  has 
begun  an  active  program  of  supporting 
personal  computers  in  its  eight  divisions 
with  a  service  bureau  used  to  facilitate  their 
introduction. 

Another  company  with  a  plan  to  inte- 
grate personal  computers  is  Mobil  Oil. 
Although  it  is  a  decentralized  corporation, 
Mobil's  highly  structured  corporate  head- 
quarters in  New  York  was  selected  to  serve 
as  a  pilot  project  for  introducing  personal 
computers.  Like  many  other  companies, 
Mobil  relies  on  its  Information  Resource 
Center  to  train  employees  on  personal 
computers,  allowing  unrestricted  participa- 
tion charged  out  at  $5  per  hour.  Most  of  the 
users  have  Apple  lis,  and  have  found  them 
to  be  "very  user-friendly." 

Perhaps  far  and  away  the  most  ambi- 
tious corporate  program  to  bring  personal 
computing  to  its  workforce  is  underway  at 
IBM.  IBM  employees  may  purchase  the 


IBM  Personal  Computer  at  an  average  dis- 
count of  35%.  Already,  some  40,000  em- 
ployees indicated  a  desire  to  do  so  which 
should  account  for  nearly  30,000  internal 
installations,  some  10,000  of  which  should 
take  place  this  year.  By  1985,  IBM  expects 
to  sell  more  than  100,000  of  its  personal 
computers  internally. 

Other  plans  designed  to  accelerate 
personal  computing  in  large  organizations 
are  variations  of  two  basic  themes.  The  first 
are  plans  whereby  the  company  purchases 
personal  computers  and  allocates  them  on 
an  employee  or  departmental  basis.  The 
second  type  of  plan  has  employees  as 
owner-users  with  the  company  providing 
incentives  such  as  passing  on  discounts 
for  bulk  purchases  or  even  laying  out  the 
initial  purchase  price  and  allowing  employ- 
ees to  make  time  payments  through  payroll 
deductions.  What  is  important  under  both 
types  of  plans  is  that  management  knows 
who  has  what  personal  computer,  giving  it 
the  basic  information  necessary  to  plan  for 
the  integration  of  personal  computers  into 
the  work  flow.  But  a  word  of  warning  to 
executives;  there  is  no  guarantee  that 
somewhere  down  the  road  technology  will 
be  able  to  integrate  the  variety  of  personal 
computers  employees  may  want  to  acquire. 


So  before  you  open  the  floodj 
you  should  consult  your  MIS  depart: 
and  others  to  consider  carefully  the 
cations  personal  computing  can  h< 
the  future.  It  may  save  you  a  lot  of  r 
and  aggravation  over  the  long  haul 

A  SSIMILATION  


The  task  of  an  orderly  and  plai 
assimilation  of  personal  computers  inl 
corporate  structure  is  formidable  and 
dissemination  has  substantial  ramifica 

First  is  the  issue  of  data  security.  T 
companies  take  expensive  and  elabi 
precautions  to  protect  sensitive  data 
unauthorized  personnel  and  use.  Such 
can  include  a  company's  financial  rec 
design  data,  internal  memoranda  or 
tomer  lists.  Unsecured  personal  coi 
ters,  however,  are  capable  of  quickly  re 
ducing  data  onto  floppy  disks  whicf 
about  the  size  of  45  rpm  records  andl 
portable.  Even  worse,  with  a  telep 
modem  attachment,  the  copied  data 
be  sent  anywhere  without  the  the 
disk  ever  leaving  the  installation.  Als 
the  number  of  data  environments  mu 
the  risk  of  critical  data  becoming  Iq 
damaged  rises  accordingly.  And  sh 
you  let  employees  bring  data  outsid 


ADVERTISEM8 


COMMODORE  VS  APPLE 

IBM,  TANDY,  ATARI  AND  ALL  THE  OTHERS 


"The  new  Commodore  64  personal 
computer  has  33%  more  user  memory 
than  Apple  11+  R  and  300%  more  than 
IBM®And,  at  an  incredible  $595,  it's 
well  under  half  the  cost." 

— William  Shatner 


COMPARE  OUR  $595  PERSONAL  COMPUTER 


COMMODORE 

APPEE 

TANDY 

ATARI 

FEATURES 

"64" 

11+  1 

IBM" 

TRS-80*III 

800" 

Base  Price 

$  595 

$1530 

$1565 

$  999 

$  899 

Advanced  Personal  Computer  Features 

Built-in  User  Memory* 

64K 

48K 

16K 

4K 

16K 

Programmable 

YES 

YES 

YES 

YES 

YES 

Real  Typewriter  Keyboard 

YES  (66  keys) 

YES  (52  keys) 

YES  (83  keys) 

YES  (65  keys) 

YES  (61  keys) 

Graphics  Characters 

YES 

NO 

YES 

NO 

YES 

Upper  and  Lower  Case  Letters 

YES 

Not  Included 

YES 

YES 

YES 

Maximum  SV*"  Disk  Capacity  Per  Drive 

500K 

143K 

160K 

178K 

96K 

Audio  Features 

Sound  Generator 

YES 

YES 

YES 

NO 

YES 

Music  Synthesizer 

YES 

NO 

NO 

NO 

NO 

Hi-Fi  Output 

YES 

NO 

NO 

NO 

NO 

Video  Features 

TV  Output 

YES 

YES 

YES 

NO 

YES 

Input/Output  Features 

"Smart"  Peripherals 

YES 

NO 

NO 

NO 

YES 

Software  Features 

CP/M  Option  (Over  1 ,000  Packages) 

YES 

YES 

YES 

YES 

NO 

Game  Machine  Features 

Cartridge  Game  Slot 

YES 

NO 

NO 

NO 

YES 

Game  Controllers 

YES 

YES 

YES 

NO 

YES 

*Each  "K equals  1 .000  characters  or  digits  of  information 

Disk  drives  and  printers  are  not  included  in 

prices.  Models  show 

n  vary  in  their  degree 

of  expandability. 

The  new  Commodore  64  may  well  be  the  most 
outstanding  personal  computer  ever  introduced. 

It  represents  a  breakthrough  in  microcomputer 
technology,  with  an  amazing  64K  of  memory,  and 
features  not  found  in  systems  costing  many  times 
more.  (See  chart) 

•  How  can  Commodore  do  it?  Commodore  is  the 
only  U.S.  personal  computer  company  that  manu- 
factures its  own  microprocessors,  the  "heart"  of 
all  personal  computers.  (Commodore  micro- 
processors are  used  in  Apple  and  Atari  computers, 
and  many  others. ) 

•  Commodore  is  the  only  personal  computer  com- 
pany with  a  full  line  of  computers — from  our 
$299.95  VIC-20  to  the  remarkable  new  $1995 
Super  PET  that  speaks  7  high-level  computer  lang- 
uages. 

•  And  with  over  a  quarter  of  a  million 
computers  sold  worldwide,  Commo- 
dore is  proven  for  performance  and 
reliability. 
!:  RIPHERALS 

The  Commodore  64  also  has  a 


full  range  of  low-cost  peripherals,  including  disk 
drives,  printers  and  communication  devices.  Our 
low-priced  telephone  modem  permits  you  to 
access  data  banks  and  interface  with  other  com- 
puters. 

USES  AND  APPLICATIONS 

•  Word  Processing.  It's  easy  and  inexpensive  on 
the  Commodore  64. 

•  Electronic  Spreadsheet:  Lets  you  plan  budgets 
and  explore  all  your  financial  alternatives  in  sec- 
onds. And  with  the  optional  graphic  program,  you 
can  create  bar  and  line  graphs  from  your  spread- 
sheet data. 

Financial  Planning  Tools:  Such  as  loan  amorti- 


•  Legal  Time  System:  Automatically  processes 
activities  by  client,  attorney  and  action. 

•  Accounting  and  Bookkeeping  Systems. 
Accounts  receivable.  Accounts  payable.  Payroll. 
Inventory  control.  Job  costing.  Engineering.  Per- 
sonnel recordkeeping.  Tax  preparation. 

•  Video  Games.  Challenging  and  exciting  recrea- 
tion for  every  member  of  the  family. 

•  Plus  CP/M*  Compatibility.  A  simple  car- 
tridge enables  you  to  run  thousands  of  addi- 
tional CP/M  software  programs. 

FULL  SERVICE,  FULL  SUPPORT 

Commodore  dealers  throughout  the  country 
offer  prompt  local  service.  In  addition,  our  new 


zation,  total  loan  cost  and  buy  vs. lease  are  handled  national  service  contract  with  TRW  provides 
with  ease.  nationwide  support.  Visit  your  local  Commodore 

•  Executive  Diary/Memo  Pad:  Quick  and  simple  dealer  for  a  hands-on  demonstration, 
way  to  keep  appointments,  save 
messages  and  plan  future  work 


oads. 

•  Doctors' Accounting  System. 

A  fast,  flexible  billing  and 
accounts  receivable  package. 


*CP/M  is  a  trademark  of  Digital  Research.  Inc 

Available  only  at  computer  stores  after  June  1st. 

P— —————— 

Commodore  Computer  Systems 
681  Moore  Road. 
King  of  Prussia,  PA  19406 

Please  send  me  more  information. 

Name  


.Title 


.State. 


_Zip . 


ft  commodore 

v  COMPUTER 


Company   

Address   

City   

Telephone   

Interest  Area  

□  Business   □  Education   □  Persona 


Desks  of 


We  would  like  to  propose  a  more 
perfect  union. 

You  and  one  of  the  innovative  work 
stations  from  Xerox. 

No  one  else  offers  you  such  a  com- 
plete range  of  office  machines  that  you 
can  use  individually  or  as  a  total 
\jrj  information  network.  Today  and  to- 
morrow. 

So  if  you  work  at  a  desk,  there's  a 
^  Xerox  work  station  that'll  fit  your 

needs  no  matter  what  your  job.  For  example,  the  Xerox  820  personal  computer 
uses  industry  standard  software  to  help  managers  handle 
planning,  budgeting  and  forecasting. 

But  it  doesn't  stop  there.  If  you  have  a  small 
business,  it's  perfect  for  your  billing,  payroll 
and  ledgers.  And  it's  very  easy  to  use. 

For  secretaries  who  do  a  lot  of  word 
processing,  the  Xerox  860  Informa- 
tion Processing  System  is  the  answer. 
It  can  speed  up  and  simplify  text  edit- 
ing. The  CP/M  operating  system 
software  is  now  available  for  the  860 
and  the  820,  which  gives  you  access  to 


XEROX®.  820,  860  and  8010  jrc  tradcnurks  of  XEROX  CORPORATION 


OBI 


bnerica, 


hundreds  of  other  software  packages. 
Allowing  both  work  stations  to  compute, 
do  statistics,  process  records,  and  manage 
and  store  all  types  of  information. 

The  Xerox  8010  Information  System 
is  a  unique  work  station  for  business 
professionals:  engineers,  analysts,  research- 
ers, etc. 

They  can  use  it  to  create  reports  and 
presentations  with  tables,  charts  and 
other  graphics,  and  print  them  in  a  variety 


of  typefaces.  It  also  handles  electronic  mail  and  filing. 
And  a  full  system  of  communication  devices  is  available. 

Then,  whenever  you're  ready,  you  can 
begin  to  incorporate  your  office  of  today  into 
your  office  of  the  future  with  our  Ethernet 
network. 

Which  lets  you  and  your 
machines  work  together.  Giving  you 
and  your  company  the  most  complete 
information  system. 

Under  a  unified  network.  With  more 
opportunity  and  productivity  for  all. 

To  find  out  more,  call  800-527-1868: 


XEROX 


□  I'd  like  to  know  more  about  Xerox'  advanced  office  machines. 

□  I'd  like  to  know  more  about  the  Ethernet  local  network. 

Send  to:  Xerox  Corporation,  P.O.  Box  470065,  Dallas,  Texas  75247. 


Name_ 


-Titlc 


Company. 
Address  


City- 
Zip— 


_State_ 


XEROX 


*ln  Texas,  call  800-442-5030. 


CP/M®  is  a  registered  trademark  of  Digital  Research,  Inc. 


premises  to  work  at  home  or  is  the  risk  of 
compromised  or  lost  data  too  high? 

Second,  data  bases  of  information  can 
proliferate  and  often  duplicate  the  efforts  of 
colleagues  at  a  substantial  cost.  Will  em- 
ployees be  motivated  to  share  their  data 
bases,  or  will  they  withhold  them  for  a  com- 
petitive edge?  Will  MIS  departments  coop- 
erate in  the  transition  process?  Or  will  they 
see  personal  computing  as  a  direct  threat 
to  their  positions  and  act  counter-produc- 
tively? MIS  departments  can  be  an  impor- 
tant, even  invaluable,  resource  in  facilitating 
an  orderly  transition  to  personal  computing, 
and  executives  should  ensure  they  are 
involved  from  the  outset. 

Corporations  that  anticipate  their  prob- 
lems early  can  eliminate  or  at  least  mini- 
mize their  effect.  Those  who  exercise  the 
"ostrich"  option,  hiding  their  heads  in  the 
sand  while  personal  computers  proliferate, 
will  lose  control  quickly,  and  may  expose 
themselves  to  increased  risks.  You  may  be 
suprised  to  know  that  the  latter  is  the 
approach  taken  by  a  majority  of  large  cor- 
porations. 

BUSINESS  APPLICATIONS  

Personal  computers  are  used  in  an  in- 
creasing number  of  business  environments, 
performing  a  variety  of  functions  such  as 
financial  planning  and  modeling,  budgeting, 
general  ledger  accounting,  inventory  con- 
trol, tax  and  payroll  accounting,  report 
preparation,  graphics  for  management  pre- 
sentations, word  processing,  electronic 
mail,  telephone  answering  and  dialing,  and 
maintenance  of  personal  records  and 
calendars. 

Within  these  general  categories  are  var- 
ious subsidiary  functions.  For  example, 
under  financial  planning  and  modeling  come 
applications  like:  budget  planning;  sales 
planning  and  forecasting;  material  and 
labor-requirements  planning;  cash  flow 
forecasting  and  analysis;  merger  and  ac- 
quisition analysis;  capital  investment  analy- 
sis; commercial  load  evaluation;  product 
planning;  and  performance  requirements. 
And  within  these  exist  still  more  specific 
applications. 

Personal  computers  are  also  helping  to 
streamline  manufacturing  in  a  wide  range 
of  settings,  from  procuring  the  right  amount 
of  raw  materials  from  the  best  source  to 
monitoring  production  processes  to  super- 
vising delivery  of  finished  products.  And 
with  IBM  introducing  a  robot  programmed 


by  its  personal  computer,  widespread  dis- 
semination of  personal  computer  systems 
onto  the  plant  floor  is  near  at  hand. 

One  application  likely  to  become  com- 
mon for  personal  computers  is  word  pro- 
cessing. This  year,  word  processing  will 
account  for  approximately  $2.5  billion  in 
office  equipment  expenditures.  Though 
personal  computers  do  not  yet  perform 
some  tasks  as  efficiently  as  dedicated  word 
processors,  they  can  improve  significantly 
the  productivity  of  individuals  who  would 
otherwise  have  to  compose  reports  and  the 
like  by  hand. 

BUYING  YOUR 

PERSONAL  COMPUTER  

Amid  all  the  hoopla  surrounding  per- 
sonal computing,  it  is  vitally  important  that 
users  resist  rushing  into  their  local  Compu- 
terland  store  to  buy  a  system  before  they  do 
some  hard  thinking.  In  fact,  purchasing  a 
personal  computer  should  be  the  last  step 
in  the  process.  This  is  because  your  choice 


of  hardware,  from  the  computer  ope 
system  it  uses  to  its  peripheral  de 
acts  to  limit  the  range  of  software  o 
open  to  you.  And  nothing  can  be 
frustrating  than  to  find  out  a  $5,000 
sonal  computer  cannot  perform  the 
you  had  in  mind  for  it. 

The  first  step  is  to  assess  your  nee 
detailing  exactly  what  functions  you 
your  personal  computer  to  do.  This  inc 
listing  the  specific  steps  involved  in  g 
a  job  done  and  determining  how  mucl 
is  involved,  how  often  you  will  need  to 
new  data,  change  entries,  and  accesi 
files.  Will  you  need  to  generate  re 
graphs,  charts  and  correspondence' 
then  should  you  begin  to  investigal 
available  software  on  the  market.  And 
is  a  lot.  Trying  to  find  the  software  pac 
that  best  suits  your  needs  among  the 
sands  out  there  can  be  difficult  anc 
consuming.  Short  cuts  you  should  cor 
include  visiting  one  or  more  com 
stores  and  tapping  the  expertise  oil 


There  is  a  definite  trend  towards  merging  functionality  of  desktop  devices.  Intelli; 
terminals  are  starting  to  act  like  personal  computers,  dedicated  word  processor: 
becoming  programmable,  and  personal  computers  are  increasing  their  vi 
processing  and  communicating  capabilities. 


ADVERTISEMENi 


The  Good  Stuff. 
And  nothing  but. 

The  Canon  NP-300F. 
It's  got  the  stuff  to  really  deliver  the  goods. 
The  speed  of  30  letter-size  copies  a  minute.  Even  reduction. 
The  newest  in  Canon's  line  of  plain  paper  copiers. 


First  glance  says  compact.  Closer 
inspection  says  so  much  more. 

The  Canon  NP-300F  has  just  what 
you  need. The  good  stuff.  And  nothing  but 

30  letter-size  copies  a  minute  keeps 
pace  with  your  urgent  need  for  copies 
throughout  the  day. 

Reduction  means  letter-size  copies 
of  unwieldy  11  x  17  originals.  \ 


Document  feeding  quickens  the 
pulse  of  your  office  as  it  quickens  the 
pace  of  any  copy  job. 

It  even  sorts,  if  you  like.  Up  to  10 
sets  of  copies  automatically  with  an 
optional  NP  Mini-Sorter. 


The  Canon  NP-300F  is  just  what 
you'd  expect  from  the  latest  addition  to 
the  Canon  line  of  Toner  Projection 
copiers.  Excellent  copy  every  time. 
From  a  copier  this  size.  With  micronics 
to  make  it  simple. 

The  Canon  NP-300F  plain  paper 
copier.  Copier  excellence. 
And  nothing  but. 


Canon 

PLAIN  PAPER  COPIER 

I300F 


NP 


«,►" 


)  1982  Canon  U  S  A  .  Inc 


WARE 


could  have  done  the  obvious  thing, 
n  your  son  an  automobile  for  gradua- 
But  when  he  opens  up  his  new  AlARI 
ne  Computer,  he'll  discover  a  set  of  keys 
will  take  him  farther  in  life  than  any  car. 
At  Atari;  we  like  to  think  of  com- 
rs  as  transportation  for  the  mind, 
since  we  pioneered  an  industry  by 
ling  advanced  electronic  technology 
entertainment  for  people;  we've 
the  same  ease  of  operation  and 
e  of  adventure  into  the  creation  of 
iiome  computers. 
With  an  AlARI  Home  Computer, 
:e  in  command  of  your  own  learning 
ratory  going  at  your  own  speed  as  far 
xj  want  to  go. 

Turn  your  computer  into  a  music  profes- 
/ith  Music  Composer™and  learn  how  to 
pose  a  symphony  or  figure  out  a  fugue, 
sform  it  into  a  language  tutor  with  our 
versational  French  and  Spanish  Programs. 
Your  computer  can  become  a  business 
ler  with  programs  such  as  Stock  Chart- 
It  calculates  the  daily  and  long-term  per- 
lance  of  your  stock,  leaving  you  free  to 


System™attached  to  your  television  set  and 
build  strategic  skills  to  escape  a  shower  of 

Asteroids.  Or  develop  lightning- 
fast  reflexes  to  negotiate  a 
w       maze  full  of  mischief 
>  H  makers  in  the  colossal 
new  hit  game  Pac-Marf. 
And  while  you 
play  Atari  engineers 
are  hard  at  work 
maintaining  our  lead- 
ership position  by 
fashioning  even 
more  challenging  games;  destined  to  be  the 
favorites  of  the  future. 


daring  new  strategies  for  financial  success. 


Atari  also  leads  the  way  to  new  fron 
by  turning  high  technology  into  the 
t  exciting  and  challenging  home  enter 
nent  for  you  and  your  family  Because 

Atari  can  bring  you  the  worlds 
t  popular  home  videogames.  Slip 
of  our  Game  Program  cartridges 
the  ATARI  Video  Computer 


If  you  want  to  see  where  it  all  began; 
go  down  to  a  family  fun  center  near  you. 
Sample  the  excitement  and  fun  people  have 
playing  our  classic  AlARI  coin-operated 
video  games.  You'll 
find  grandfathers 
who  know  that  85  j 
isn't  too  old  to  be- 
come an  intergala- 
ctical  gladiator  in 
Tempest.™And  14- 
year-  olds  who 
know  that  it  takes 
mental;  not  physical; 
power  to  master  our  Centipede™game. 
Because  our  idea  of  fun  includes  people  of 
every  age  testing  how  well  their  minds 
and  reflexes  work  together. 


:  me 

ST-      III  {XT 

Jk 


r 


horizons  expand  with  ours. 


A  Warm  Communications  Company 


Discover  how  far  you  can  go. 

©1982  Atari,  Inc  All  rights  reserved.  *A  Control  Data  CYBERWARE'"  product  manufactured  under  license  from  Control  i  )ata  Corpoiauon  ©I980 
°Pac-Man  is  a  trademark  of  Bally  Midway  Manufacturing  Co  Licensed  by  Namco  America,  Inc     Estimated  product  availability  of  Pac-Man-mid-1982 


One  of  the  driving  forces  for  personal  computers  in  large  organizations  is 
plummeting  ratio  between  the  cost  of  workstations  and  the  cost  of  professh 
employees.  In  1975,  a  typical  workstation  constituted  40%  of  the  cost  of  the  avet 
professional.  In  1985,  it  will  fall  to  5%. 


salespeople.  Several  catalogs  are  on  the 
market  that  list  available  software  pack- 
ages for  various  personal  computers.  You 
can  find  them  at  computer  stores,  espe- 
cially for  the  personal  computer  lines  they 
sell.  Also,  you  can  peruse  advertisements 
in  computer  magazines  and  trade  journals 
in  your  field.  But  remember,  sellers  may 
be  inclined  to  promote  products  with  the 
largest  mark  up. 

If  a  package  appears  promising,  give 
the  manufacturer  a  call  and  relate  specifi- 
cally what  your  needs  are  and  find  out 
exactly  what  the  program  can  and  cannot 
do.  Ask  for  a  list  of  users  who  can  tell  you 
(better  yet,  show  you)  how  their  invest- 
ments have  performed.  And  talk  to  as  many 
as  you  can.  Some  manufacturers  supply 
potential  buyers  with  demonstration  disks 
that  can  give  you  an  idea  of  an  application's 
suitability  and  quality. 

Once  the  field  has  been  narrowed  to 
several  candidates,  it  may  be  advisable  to 
purchase  the  associated  user  manuals  first 
to  ensure  that  the  package  is  what  you 
really  want  and  can  be  used  without  too 
much  difficulty.  In  some  cases,  especially  if 
an  otherwise  perfect  fit  lacks  a  few  features 
important  to  you,  it  may  pay  to  investigate 
the  possibility  of  customizing  the  program 
by  hiring  a  programmer/consultant.  Once 
these  steps  are  taken  and  the  investment  is 
cost-justified,  then  go  out  and  buy  the  per- 
sonal computer  of  your  program's  choice. 

THE  PERSONAL 

COMPUTER  MARKET  

Only  five  years  ago,  personal  compu- 
ters were  considered  to  be  little  more  than 
toys  for  computer  hobbyists.  Since  then, 
personal  computers  have  become  a  multi- 
billion  dollar  industry  attracting  dozens  of 
new  entrants.  On  the  heels  of  the  early 
success  of  Commodore  International,  Apple 
Computer  and  Tandy  Corporation  have 
come  products  from  manufacturers  of  main- 
frame computers  (IBM,  Control  Data),  mini- 
computers (Digital  Equipment,  Hewlett- 
Packard,  Data  General),  office  equipment 
(Xerox,  Victor),  and  office  supplies  (Moore). 
Additionally,  independent  microcomputer 
manufacturers  (Alpha  Micro,  Altos,  Atari, 
Cromemco,  Convergent,  Fortune,  North- 
star,  Osborne,  TeleVideo,  Vector  Graphic) 
and  a  host  of  Japanese  firms  also  surfaced 
(Nippon  Electric,  Fujitsu,  Toshiba).  They  are 
all  aiming  at  a  market  expected  to  exceed 
$10  billion  by  1985  in  hardware  sales  alone. 

There  are  five  market  segments  to  the 


personal  computer  market:  Home;  Educa- 
tional; Scientific/Industrial;  Small  business/ 
Professional;  and  Large  business.  Each 
has  its  special  requirements  and  driving 
forces. 

The  home  market,  potentially  the  large- 
st, at  least  in  units,  is  the  least  developed. 
What  will  generate  its  acceleration  are  con- 
tinued price  reductions,  increased  user- 
friendly  features  and  most  important,  video- 
tex. Unlike  teletext  services  such  as  The 
Source  and  Dow  Jones  News/Retrieval 
which  offer  one-way  access  to  various  data 
bases,  videotex  will  allow  users  to  conduct 
a  whole  range  of  transaction  services  such 
as  banking,  shopping,  making  travel,  dining 
and  theatre  reservations  and  sending  and 
receiving  mail.  Videotex  networks  should 
start  becoming  widespread  towards  the 
middle  of  the  decade  and  beyond.  And  look 
for  the  "new"  AT&T  to  be  in  the  forefront  of 
this  potentially  huge  business. 

The  education  market  is  also  very  price 
sensitive  and  for  the  most  part,  the  student/ 
computer  ratio  is  far  too  high  nowadays  for 
students  to  get  much  hands-on  experience. 
However,  with  an  increasing  number  of 
capable  products  hitting  the  market  priced 
under  $200,  the  day  is  not  far  off  when  most 


school  children  will  be  able  to  have  1 
own  computers  they  can  take  to  and  f 
school.  Another  interesting  point  about 
education  market  is  its  impact  on  the  ho 
market;  each  personal  computer  place 
schools  generate  an  estimated  three  si 
into  the  home. 

In  the  scientific/industrial  market 
cently  announced  personal  compu 
equipped  with  as  much  internal  memor 
some  medium  to  large-sized  machi 
offer  scientists  the  "number  crunch 
capabilities  required  for  complex  calc 
tions.  In  industry,  newer  generation  | 
sonal  computers  hold  important  pror 
'for  computer-aided  design  (CAD)  and  c 
puter-aided  manufacturing  (CAM). 

But  the  real  action  is  in  the  busir 
markets  which  now  comprise  over  60c 
the  total  personal  computer  market.  . 
even  they  remain  largely  untapped  Of 
more  than  3  million  businesses  with 
than  25  employees,  fewer  than  5%  pi 
ently  have  data  processing  systems 
large  business  market,  with  its  estimate' 
million  managers  and  technical  professi 
als,  has  even  greater  dollar  potential,  j 

The  small  business/professional  ma 
is  likely  to  be  more  difficult  to  penetrate  tJ 


ADVERTISEMENi 


The  guy  on  the  left 
doesn't  stand  a  chance. 


He's  carrying  a  briefcase  with  two  file  folders,  a  news- 
magazine, and  a  sandwich. 

She's  carrying  the  OSBORNE  1  ®— the  portable  personal 
business  computer.  Using  the  OSBORNE  1 ,  she  is  going  to  get 
more  work  done  and  better  work  done  -  in  less  time,  and  with 
less  effort.  She  won't  have  to  eat  lunch  at  her  desk. 

Is  competition  a  question  of  getting  ahead,  or  of 
not  being  left  behind? 

Hardly  an  academic  question  in  today's  business  environ- 
ment. The  computer  is  here  to  stay.  And  those  who  are  grasping 
the  tools  of  this  technology  are  moving  forward  faster. 

The  OSBORNE  1  is  a  powerful  computer  that  can  handle 
all  the  details  of  the  words,  numbers,  and  information  you 
deal  with  every  day.  You  free  up  time  to  work  with  the  essence 
of  your  day,  not  the  detail.  And  you  master  a  powerful  new 
personal  extension.  A  tool  that  will  enable  you  to  do  jobs  you 
simply  could  not  consider  before. 

Consider  the  built-in  advantage  you  gain  over  the  person  who 
is  still  shuffling  tedium. 

The  most  intelligent  purchase  you  can  make. 

Lots  of  big  and  little  computers  can  make  a  similar  promise. 

But  none  can  match  this:  the  OSBORNE  1  delivers  two 
disk  drives,  a  complete  computer  with  communications  capabili- 
ties, a  business  keyboard,  and  CRT  screen.  Plus  five  productivity 


software  packages  with  a  retail  value  of  over  $1500.  Including 
CP/Mr  word  processing,  an  advanced  electronic  spreadsheet, 
and  BASIC  languages.  All  for  a  total  price  of  only  $1795.  All  in  a 
portable  package  that  fits  under  the  seat  of  your  airplane. 

To  explore  the  very  competitive  capabilities  of  the  OSBORNE  1 , 
visit  your  local  authorized  computer  retailer.  A  demonstration 
will  show  you  just  how  easily  you  can  put  the  power  of  the 
OSBORNE  1  into  your  career. 

And  you  will  quickly 
see  why  the  OSBORNE  1 
is  the  $1795  produc- 
tivity investment  that  is 
changing  the 
way  people  go 
to  work. 


$1795 
Complete"***.**^ 


Available  at  your 
local  computer  retailer 


Registered  trademarks  OSBORNE  1 
Osborne  Computer  Corporation 
CP/M  Digital  Research 


What  you  see, 


Office  Products 


Duane  Wirak 

7900  Xerxes  Ave.  So. 

Minneapolis,  MN  5S4J1 


Dear  Duane : 

You  asked  me  to  let  you  know  when  I  found 
some  office  equipment  that  I  was  really 
impressed  with.     So  I  wanted  to  be  sure  to 
let  you  know  about  my  latest  office 
addition- -a  3M  Plain  Paper  Copier  with 
Sensitron.     I  tell  you,  Duane,  I  can't 
believe  the  difference  in  the  copy  quality. 
And  here  1  thought  I  was  already  getting 
good  copies  from  my  old  machine.  Boy, 
was  I  wrong.  y(2jiJCj^iu.  itttuM.it  udueu- 

All  I  can  figure  is/ Chat  it  has  to  be  the 
Sensitron  automatic^  »irm.,r,  frt>.  that 
makes  the  difference.     I  don't  know  exactly 
how  it  works,  and  frankly,  I  don't  really 
care.    All  I  know  is  that  it  works. 

If  I  were  you,  I'd  get  rid  of  that  old 
blotch  maker  you've  been  calling  a  copier 
and  trade  it  in  on  a  new  3M  Plain  Paper 
Copier.     Believe  me,  you  won't  be  sorry. 


Best  regards, 


ib**li*  nmi^k  mtlf*>-  uM*t 


C  Moo'e  o«ice  Pro 


j.CA  94104(415)555-2112 


Original. 


Presenting  the  3M  Plain  Paper  Copiers 

with  Sensitron: 


In  today's  business  world,  the  writ- 
ten word  is  very  important. 

Especially  when  it's  yours. 

That's  why  you  should  have  a 
copier  that  can  read  every  single 
word  you  write. 

A  3M  Plain  Paper  Copier  with 
Sensitron. 

So  you'll  be  sure  what  you  see 
is  what  you  get. 


M — " 


i 


It's  all  because  of  Sensitron.  A 
remarkable  3M  automatic  expo- 
sure system  that  instantly  fine- 
tunes  itself.  So  you  get  crisp,  clear, 
readable  copies.  Time  after  time. 

Even  from  some  of  the  hardest- 
to-copy  originals. 

But  the  best  part  about  Sensi- 
tron is  that  it  comes  as  standard 
equipment  on  the 


full  line  of  3M  Plain  Paper  Copiers. 

Starting  with  the  3M  "545".  The 
only  plain  paper  copier  in  its  price 
range  that  features  dual  cassettes 
and  Sensitron. 

The  3M  "565''  is  almost  like  hav- 
ing three  copiers  in  one.  With  two 
cassettes  for  regular  and  legal 
size  copying.  Plus  a 
by- pass 


"848" 

Selected  Markets 


"787" 


is  what  you  get 
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Ouane  Wirak 

7900  Xerxes  Ave.  So. 

Minneapolis,  MN  55431 


You  asked  me  to  let  you  know  when  I  found 
some  office  equipment  that  I  was  really 
impressed  with.     So  I  wanted  to  be  sure  to 
let  you  know  about  my  latest  office 
addition--a  3M  Plain  Paper  Copier  with 
Sensitron.     I  tell  you,  Duane,  I  can't 
believe  the  difference  in  the  copy  quality. 


AndT 

good 
was  1 

All  I 
Serisi 


maTes 
how  i 
care . 


ere  1  t 

copies 
wrong . 

can  f i 
tron  au 


hought  I  was  already  getting" 
from  my  old  machine.  Boyt 

t  it  has  to  be  the 
omatiC  exposure  system  that 
the  difference. I  don1 t  know  exactly 
works,  and  frankly,   I  don't  really 
All  I  know  is  that  it  works. 


If  I  were  you,  I'd  get  rid  of  that  old 
blotch  maker  you've  been  calling  a  copier 
and  trade  it  in  on  a  new  3M  Plain  Paper 
Copier.     Believe  me,  you  won't  be  sorry. 


Best  regards, 

i-tto-Tntcn.  Kit* *>&»y  W **> 


i  94104(415)  555  2112 


Copy. 


feature  for  even  larger  ledger-size 
needs. 

If  you're  in  the  market  for  a  re- 
duction copier,  3M  has  the  new 
1595".  A  copier  that  lets  you  re- 
duce 11"  x  17"  originals  to  neat 
J1/2"x  11"  sheets. 

The  3M  "787",  with  its  docu- 
ment loader  and 

•  en-bin  mmm wmmmmmmm . 
I 


'565' 


bi-directional  sorter,  makes  it  easy 
for  you  to  trim  your  waste  at  the 
copier  by  reducing  turnaround 
time  on  every  copying  job. 

And  finally,  the  3M  "848"  lets 
you  speed  through  your  copying  at 
the  rate  of  up  to  40  crisp,  clear 
copies  in  just  60  seconds. 

But  no  matter  which  3M  Plain 
Paper  Copier 


'545' 


you  decide  on,  you'll  always  be 
sure  of  one  thing. 

With  Sensitron,  what  you  see  is 
what  you  get. 

So  why  not  call  800-328-1684 
and  see  for  yourself.  (In  Minne- 
sota call:  800-792-1072.) 

I  1 

I Please  send  me  more  information  on  the  3M  Plain 
Paper  Copiers  with  Sensitron 

I  Name:  

Title   


Phone  (_ 


sr 


Company  . 
Address  _ 


City/State/Zip_ 


Send  to  3M  Copying  Products  Division,  Build- 
ing 220-10E,  3M  Center,  St.  Paul.  MN  55144 

FBS  4  26  | 


3M  hears  you 


3M 


the  Fortune  1000.  Many  small  business 
owners  and  managers  and  independent 
professionals  have  had  little  or  no  exposure 
to  computers  and  do  not  understand  their 
utility.  To  reach  this  market,  vendors  will 
have  to  invest  heavily  to  educate  the  small 
business  person  and  professional 

Large  businesses  present  a  much  eas- 
ier target  for  vendors  as  employees  are 
more  familiar  with  data  processing  even  if 
they  have  no  hands-on  experience.  And 
when  just  a  few  "neighbors"  begin  to 
benefit  from  personal  computing,  there  is  a 
definite  bandwagon  effect.  Also,  consider- 
ing the  huge  investments  many  large  firms 
already  have  in  data  and  word  processing, 
personal  computing  can  be  an  attractive 
alternative  to  expensive  new  acquisitions 
or  upgrades. 

VENDOR  STRATEGIES  

In  order  to  place  the  microcomputer 
explosion  in  its  historical  perspective  - 
where  it  came  from  and  where  it  is  going  - 
it  is  helpful  to  look  at  some  brief  profiles  of 
the  major  players,  current  and  anticipated. 

COMMODORE 

INTERNATIONAL  

Since  introducing  its  first  microcomputer 
in  1977,  Commodore  International  has 
grown  to  be,  along  with  Tandy  and  Apple 
Computer,  one  of  the  three  largest  manu- 
facturers in  the  world  and  the  largest  in 
sales  outside  of  the  U.S. 

One  reason  for  Commodore's  success 
is  that  it  is  vertically  integrated,  supplying 
microprocessors  to  Apple  and  Atari,  among 
others.  This  gives  Commodore  the  ability 
to  design  new  products  quickly  so  that  it 
can  react  to  the  rapidly  changing  market 
requirements.  Also,  Commodore's  cost 
structure  is  among  the  lowest  in  the  in- 
dustry. 

Commodore's  broad  product  line  is 
another  asset.  This  will  be  especially  true 
upon  introduction  of  two  new  products 
aimed  at  the  wide  open  home  market.  The 
Commodore  64,  with  at  least  equivalent 
functionality  to  the  Apple  II,  is  expected  to 
be  priced  around  $595,  less  than  one-half 
the  Apple  II  price.  And  the  ULTIMAX,  to  be 
priced  at  about  $1 50,  will  offer  a  membrane 
keyboard,  high  quality  video  resolution, 
and  the  ability  to  act  as  a  music  synthesizer 
in  addition  to  offering  games.  Including  low 
end  products  not  taken  into  account  in  our 
personal  computer  forecasts,  in  1982 
Commodore  may  be  the  first  company  to 


Personal  Computers  ($  Incl.  S/W) 
As  %  of  EDP  Industry  (Estimated) 


hit  one  million  computers  in  a  single  year. 
Challenges  for  Commodore  include  a  rela- 
tively low  name  recognition  in  the  U.S.  and 
an  underdeveloped  distribution  network. 

TANDY  CORPORATION  

The  principal  advantage  Tandy  Corpo- 
ration enjoys  over  its  competitors  and  the 
reason  it  remains  as  one  of  the  top  3  in  the 
business  is  its  vast  distribution  network. 
With  over  8,000  Radio  Shack  outlets  at  its 
disposal  and  a  rapidly  developing  chain  of 
computer  centers  that  currently  number 
over  200,  shelf  space  will  never  be  a  prob- 
lem for  Tandy.  Tandy  also  enjoys  a  broad 
product  range  from  its  $170  pocket  com- 
puter to  its  recently  introduced  TRS-80 
Model  16  priced  between  $5,000  and 
$12,000.  The  Model  16,  with  16-bit  arch- 
itecture and  1 28K  of  main  memory  expand- 
able to  512K,  threatens  to  supplant  IBM's 
personal  computer  as  the  price/perform- 
ance leader  at  the  top  end  of  the  desktop 
market.  It  also  was  designed  to  be  compat- 


ible with  Datapomt's  Arcnet  local 
network  that  boasts  the  largest  ins 
base  to  date.  Computers  comprise  a  i 
ing  portion  of  Tandy's  revenue  wh 
now  nearing  25%.  It  has  also  brougrv 
50%  of  its  manufacturing  needs  m-h 
Tandy  has  had  to  overcome  its  ii 
as  a  dealer  to  the  low  end  consumer 
tronics  market.  Interestingly  enouc 
spite  of  this  image,  Tandy  has  not  ca 
ized  on  its  unique  position  to  explo 
home  market  as  many  observers  beli 
Though  it  can  still  turn  the  situ 
around,  it  has  lost  precious  lead  tir 
Mattel,  Atari,  and  Commodore 

IBM  

Not  surprisingly,  IBM's  entry  intc 
personal  computer  market  causec 
biggest  splash  of  the  year.  IBM  appar 
felt  the  market  wouldn't  wait  for 
develop  an  in-house  personal  comp 
thus  prompting  its  decision  to  sel 
duct  almost  completely  non-IBM  ma 
further  broke  with  tradition  by  re 
largely  on  outsiders  both  to  develop 
ware  and  to  sell  the  IBM  Personal  Co 
ter,  thus  allowing  the  company  to  ma 
greater  and  more  immediate  marke 
pact. 

Speculation  raged,  and  still  does 
the  effect  it  would  have.  Undoub 
IBM's  entry  served  to  further  legitimiz 
concept  of  personal  computing,  and 
result  has  been  an  even  faster  gro 
market.  Yet,  IBM's  presence  does  en 
ger  smaller,  less  focused  vendors.  Thei 
Personal  Computer,  despite  lacking  si 
icant  uniqueness,  has  been  well-rece 
with  brisk  sales  reported  by  Computer! 
Sears,  and  its  own  retail  stores  and  mai 
ing  force. 

Though  IBM  has  fantastic  resource 
bring  to  bear,  this  fact  alone  has  not 
vented  it  from  making  serious  miscalc 
tions  in  the  past,  as  it  did  with  miniconi 
ters  in  the  early  1970's.  The  power  oi 
IBM  name  is  considerable,  particular!' 
an  unsophisticated  consumer  market 
big  question  remains  whether  it  can  a> 
to  the  fundamentally  different  challer 
posed  by  the  mass  market,  with  distribi 
requirements  that  vary  considerably 
IBM's  historic  mode  of  operations. 

APPLE  COMPUTER  


Blessed  with  the  pioneer  image  c 
successful  new  company,  Apple  Com! 
ter  has  gained  invaluable  experience  fr 
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THE  COMPUTER 

AND 

COMMUNICATIONS 

COMPANY, 

sharpens  your  edge  with  automation. 


Personal  computers, 
word  and  data  proc- 
essors, facsimile  termi- 
nals, electronic  mail,  the 
private  business  satellite 
system,  teleconference — 
all  are  rapidly  taking  hold 
in  the  office,  boosting 
productivity  and  profits 
/i  to  record  levels.  Based 
_|  on  advanced  technolo- 
^  gies  such  as  those  used 
to  develop  giant  comput- 
ers and  fiber  optic  com- 
munication systems, 
NEC  offers  a  fully 
integrated  line  of  office 
systems  and  equipment 
serving  business  in  every 
conceivable  application. 
After  all,  we've  been 
contributing  to  it  for  over 
80  years. 

Another  reason  why 
NEC  has  earned  the 
trust  of  customers  the 
world  over. 


SEC 

Nippon  Electric  Co  Ltd 

PO  Box  1,  Takanawa.  Tokyo  Japan 


Someday 

you'll  own  a  computer. 


Someday  may  be  sooner  than  y  ou 
think.  Because  affordable,  easy- 
to-operate  small  computers  are 
here.  Now.  And  the  uses  of  these 
amazing  machines  —  in  business 
and  science,  in  the  home,  in  edu- 
cation —  are  as  boundless 
as  the  human  imagination 

No  one  knows  small 
computers  better 
than  the  experts  at 
ComputerLand.  To 
learn  how  a  com- 
puter could  change 
the  way  you  live 
and  work,  visit 
ComputerLand,  s 
Today. 


Over  200  stores 
worldwide.  For 
locations  call 
800-227-1617x118 
(in  Calif.  800- 
772-3545x118; 
in  Hawaii  call  415- 
930-0777  collect). 


ComputerLand  ^ 

We  know  small  computers. 
Let  us  introduce  you. 


}  ComputerLand  1982 


its  large  installed  base.  Its  other  principal 
advantages  include  a  large  manufacturing 
capacity,  a  top-flight  board  of  directors 
who  understand  the  peculiarities  of  the 
computer  business  and  a  substantial 
amount  of  ready  cash  from  its  public  offer- 
ings. Another  asset  of  Apple  is  its  distribu- 
tion network  of  over  1 ,000  dealers  in  North 
America.  During  1981,  the  company  im- 
proved its  dealer  relations  by  expanding 
dealer  training  programs,  creating  new 
merchandising  aids  and  opening  commu- 
nication channels  with  Apple  management. 

Apple's  problems  and  challenges  gen- 
erally stem  from  its  heady  growth,  typified 
by  the  well-publicized  early  production  dif- 
ficulties with  the  Apple  III.  Though  the 
company  has  continued  to  perform  well, 
there  are  questions  whether  its  product 
line  is  sufficiently  broad  to  meet  develop- 
ing markets.  The  company  has  not  yet 
shown  that  it  can  develop  new  products  in 
a  timely  manner.  Moreover,  though  it  has 
had  a  strong  early  showing  in  the  large 
business  market,  whether  it  can  be  main- 
tained in  the  face  of  the  IBM  Personal 
Computer,  the  Tandy  Model  1 6  and  several 
Japanese  products  remains  to  be  seen. 

JAPAN,  INCORPORATED  

The  concentrated  effort  of  Japanese 
vendors  to  penetrate  the  U.S.  microcom- 
puter market  has  taken  longer  than  many 
industry  observers  had  anticipated.  In  fact, 
Nippon  Electric  is  the  only  manufacturer 
poised  to  make  substantial  inroads  in  the 
near  future. 

Nevertheless,  the  convincing  evidence 
is  that  Japanese  vendors  will  indeed  be- 
come a  powerful  force  in  the  international 
marketplace  for  microcomputers  using  its 
famed  market  share  techniques  applied 
so  successfully  in  areas  such  as  steel, 
cameras,  stereos,  televisions  and  auto- 
mobiles. The  question  is  not  whether  they 
will  succeed,  but  to  what  extent. 

The  three  major  Japanese  manufac- 
turers of  computer  systems  -  Fujitsu, 
Hitachi  and  NEC  -  have  high  degrees  of 
vertical  integration.  All  are  major  produc- 
ers of  semiconductors  and,  along  with 
several  other  Japanese  companies  — 
Toshiba,  Canon,  Casio,  Oki,  Sanyo,  Sharp, 
Mitsubishi,  Matsushito  —  manufacture  per- 
sonal computers 

Taking  the  overview  of  the  U.S.  per- 
sonal computer  market,  we  see  that  the 
market  segment  to  take  off  fastest  is  in  the 


business/professional  market.  One  rea- 
son is  that  current  personal  computer  appli- 
cations have  more  utility  in  business.  An- 
other is  that  mainframe  and  minicomputer 
manufacturers  moving  into  personal  com- 
puters are  much  more  familiar  with  that 
market  segment.  It  is  the  home  market, 
however,  that  has  the  greatest  potential. 

If  the  Japanese  companies  can  hurdle 
the  software  barrier,  the  home  market 
would  seem  to  be  ideal  for  their  strategic 
blueprint.  They  certainly  have  demon- 
strated the  ability  to  mass  produce  quality 
electronic  components.  In  addition,  Japan- 
ese vendors  understand  the  relevant  dis- 
tribution channels  and  are  very  experienced 
in  marketing  to  consumers. 

The  Japanese  have  not  succeeded  in 
the  first  round  of  the  business  market,  in 
part  because  other  vendors  had  a  signifi- 
cant product  lead  time.  Yet  as  new  tech- 
nologies and  products  become  standard- 
ized, such  as  16-bit  technologies  and 
IBM's  entry,  we  suspect  that  the  Japanese 
will  be  in  a  more  competitive  position. 

Two  of  the  critical  components  for  suc- 
cessful entry  into  the  personal  computer 
field  are  software  and  distribution,  and 
these  will  be  Japan  Inc.'s  greatest  chal- 
lenge. Yet,  entrepreneurial  software  vend- 
ors react  to  companies  that  are  likely  to 
have  large  installed  bases,  and  distribution 
channels  will  stock  popular  and  well  pro- 
moted products.  Some  Japanese  vendors, 
such  as  Ricoh,  Sharp  and  Canon,  already 
have  established  distribution  channels  (for 
copiers,  calculators  and  cameras)  that 
can  be  exploited  for  their  new  personal 
computers. 

UP  AND  COMERS  

Of  the  dozens  of  other  microcomputer 


vendors,  several  have  important  U 
running  in  their  favor  that  merit  some 
tion.  Although  the  Xerox  820  has  bee 
than  a  spectacular  success,  we  can  e 
new  offerings  from  the  company  tha 
rently  leads  in  establishing  its  own 
distribution  network.  It  was  reporter 
Xerox  may  open  up  to  approximate! 
stores  by  1985.  And  if  its  Ethernet 
area  network  gains  wide  accept. 
Xerox  may  be  in  a  good  position  to  I 
age  sales  to  the  large  business  man 
Hewlett-Packard,  with  its  strong  re 
tion  in  computers  geared  toward  scie 
applications,  also  is  known  for  its  high 
ity  consumer  electronics  products,  pa 
larly  calculators.  Recently,  Hewlett-F 
ard  introduced  the  HP-87  aimed  at 
neering,  science  and  business  pr 
sionals  which  will  help  round  out  its  pre 
line. 

Atari,  king  of  the  video  game  m 
through  its  VCS,  is  moving  up  the  pre 
line  to  personal  computers  for  the  n 
Sales  of  its  400  and  800  models  shoi 
least  triple  this  year  based  on  their  al 
tive  price /performance  and  Atari's  ag; 
sive  advertising  campaign. 

One  company  likely  to  succeed  ar 
the  many  new  independent  microcoi 
ter  manufacturers  is  TeleVideo.  Cq 
from  nowhere  three  years  ago  to  ca 
the  end-user  market  in  intelligent  tj 
nals,  TeleVideo  entered  the  microcoi 
ter  field  last  year  with  a  family  of 
business  systems  and  hopes  to  ship 
5,000  units  per  month  sometime  this 

But  whatever  companies  take  the 
in  the  industry,  from  those  mentione 
some  other  dark  horses,  the  pers 
computer  market  is  going  to  be  an  exi 
area  to  watch  for  years  to  come. 
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PUT  A 
MEMBER  OF  THE 

ROYAL  FAMILY 

TO  WORK  FOR  YOU 

Presenting  the  Royal  family  of  reliable  copiers. 


Now  there's  a  whole  family  of 
Royal  copiers.  One  has  just 
the  speed,  features,  and  price 
your  office  needs  today. 
And  they  all  work. 
Because  every  copier  we  add 
to  our  line  inherits  the 
technology  that  earned  our 
Royal  1 15  model  the  highest 
reliability  ratings  in  the 
business. 

The  Royal  1 10 — the  high- 
quality  low-volume 
copier.  Our  Royal  110  simply 
produces  10  beautifully  clean, 
dry,  plain  paper  copies  per 
minute.  It's  the  affordable 
alternative  to  coated  paper  copiers. 
The  Royal  115 — America's  most  reliable 
convenience  copier.  We  combined  a  straighter  paper 
path  with  microprocessor  electronics  and  an  advanced  dry 
toner  system  to  create  a  copier  so  trouble  free,  it's  earned 
the  highest  reliability  ratings  from  the  top  independent 
copier  research  organizations.  The  Royal  115  consistently 
delivers  15  high  quality  copies  per  minute  in  sizes  up  to 
11"  x  17". 

The  Royal  122 — reliability  plus  extra  speed.  Our 

Royal  122  is  right  out  of  the  same  reliable  mold  as  the 
Royal  115.  With  the  added  advantages  of  22  copies  per 
minute  and  a  memory  interrupt  mode. 


The  Royal  130R — a  total 
copying  system.  If  you  want 
even  more  productivity,  we 
propose  the  Royal  130R.  It  has 
up  to  30  copies  per  minute 
speed,  two-stage  reduction, 
automatic  feeding  and  sorting 
options  and  much  more. 
A  more  formal 
introduction  is  in  order. 
For  all  the  facts  and  a 
demonstration  of  our  reliable 
Royal  family,  mail  the  coupon. 
When  you  see  how  our  copiers 
work,  you'll  know  that  there  are 
still  some  traditions  in  this 
world  that  just  go  on  and  on. 

r  — i 

ROYAL  BUSINESS  MACHINES,  INC.  Dept.  510 
500  Day  Hill  Road,  Windsor,  CT  06095  F-426 
O.K.  Royal,  show  me  how  your  family  works.  Send  me 
information  on:  □  ROYAL  110  □  ROYAL  115 
□  ROYAL  122  □  ROYAL  130R  □  THE  ROYAL  FAMILY 


NAME . 
TITLED- 


PHONE 


COMPANY  _ 
ADDRESS . 
CITY  


STATE . 


ZIP. 


ROYAL 

ROYAL  BUSINESS  MACHINES.  INC 
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Thanks  to  rising  prices  and  rising  taxes, 
you  had  to  triple  your  income  over  the  past 
15  years  just  to  stay  even.  Lets  hope  that 
wont  be  necessary^  in  the  next  15. 

Did  inflation 
whip  you? 


How  to  see  if  you  have  scars 


Most  people's  incomes  have  gone  up  substantially  since  1967.  To  see  if 
you  are  really  making  more  money,  however,  you  must  adjust  for 
inflation  and  bracket  creep.  Follow  the  steps  below  to  help  make  these 
calculations. 

1)  Enter  your  1967  gross  income:   $  

2)  a)  If  you  know  your  1967  taxes,  enter  the  amount:   


b)  If  you  do  not  know  your  1967  taxes,  use  the  table  below  to  estimate 
them.  The  figures  are  for  joint  returns,  with  itemized  deductions  equal 
to  15%  of  gross  income. 


Estimated  tax 

1967   Number  of  exemptions  (including  yourself)  

gross 

income  1  2  3  4  5  6 


$  10,000  $  1,360  $  1,250  $1,130  $1,020  $    910  $  790 

20,000  3,370  3,210  3,060  2,910  2,760  2,610 

30,000  5,980  5,770  5,560  5,370  5,180  4,990 

50,000  13,050  12,760  12,480  12,190  11,920  11,650 

75,000  23,970  23,650  23,330  23,020  22,700  22,380 

100,000  35,890  35,540  35,200  34,850  34,500  33,880 


Tax  estimate  from  table:   $ 

3)  Net  income  in  1967,  subtract  line  2  from  line  1:    

4)  Multiply  the  amount  on  line  3  by  2.8  to  adjust  for  inflation:   

5)  Enter  your  estimated  1982  gross  income:    

6)  Enter  the  taxes  you  expect  to  pay  in  1982:    

7)  Net  income  in  1982,  subtract  line  6  from  line  5:    

8)  Subtract  line  4  from  line  7:    

9)  If  the  number  on  line  8  is  positive,  you  are  better  off 
today — in  real  terms — than  in  1967.  If  the  number  on  line  8  is 
negative,  your  real  income  hasn't  kept  pace  with  inflation. 
Divide  the  number  on  line  8  by  the  number  on  line  4  to 
determine  your  gain  or  loss  in  percentage  terms:    


By  John  R.  Dorfman 
with  Aaron  Bernstein 
and  Paul  Bornstein 

DOES  THE  CURRENT  DECLINE  in 
the  inflation  rate  represent  the 
passing  of  the  storm,  or  are  we 
merely  in  the  hurricane's  eye?  How- 
ever this  question  is  resolved,  the 
damage  already  done  is  tremendous. 
We  have  to  pay  more  than  $2.82  for 
the  same  item  that  cost  $1  just  15 
years  ago.  But  merely  making  2.82 
times  as  much  money  doesn't  cush- 
ion you  completely,  because  the 
"higher"  income  throws  you  into  a 
higher  tax  bracket,  so  that  you  keep 
proportionately  less  of  what  you  earn. 

From  the  information  on  these  two 
pages,  there  is  an  opportunity  to  get  a 
decent  feel  for  how  rising  price  levels 
have  affected  you  personally.  From 
the  questions  in  the  box  on  this  page, 
you  can  find  out  whether  you  make 
more  money  than  you  used  to — in  real 
terms,  adjusted  for  both  inflation  and 
bracket  creep. 

After  you  figure  out  how  well  your 
salary  has  weathered  inflation,  you 
may  want  to  figure  out  whether  your 
real  net  worth  is  higher  now  than  it 
was  in  1967 — and  if  so,  by  how  much. 
The  math  for  that  calculation  is 
straightforward.  You  begin  by  writing 
down  the  value  of  what  you  owned  in 
1967,  measured  in  1967  dollars.  In- 
clude your  house  (at  market  price), 
stocks,  bonds,  savings  and  checking 
accounts,  certificates  of  deposit,  gold, 
silver,  jewelry,  real  estate  (besides 
your  house)  and  any  other  major  as- 
sets you  had.  Subtract  from  the  asset 
total  the  sum  of  your  liabilities  in 
1967 — mortgage,  credit  card  balances, 
car  or  personal  loans  and  any  other 
significant  debts.  Once  you  have  a 
total,  multiply  it  by  2.8,  giving  you 
your  1967  net  worth  measured  in 
1982  dollars. 

Then  you  can  compare  your  1967 
net  worth  with  your  net  worth  today 
by  repeating  the  procedure  for  your 
current  assets  and  liabilities.  We  hope 
you  find  the  current  total  significant- 
ly higher — but  not  everyone  will. 
Those  lucky  individuals  who  do  come 
out  ahead  will  probably  find  that  ap- 
preciation in  the  value  of  their  homes 
has  helped  them  make  progress  over 
the  15-year  haul.  But  remember,  don't 
overestimate  current  real  estate  mar- 
ket values.  In  many  areas,  housing 
prices  have  fallen  substantially  from 
their  peaks.  On  the  other  hand,  be 
sure  to  sit  down  before  you  figure  out 
the  real  return  on  your  stock  and  bond 
portfolio.  It  may  be  a  lot  lower  than 
you  thought. 

After  going  to  all  the  trouble  of  fill- 


sir, 


FORBES,  APRIL  26,  1982 


A  PIECE  OF  THE  ROCK  CAN  KEEP  YOU 
FROM  LOSING  A  BIG  PIECE  OF  YOUR  ESTATE. 


Ik  to  Prudential  about  an 
tate  Conservation  program. 

>  you  realize  that  perhaps  as 
jch  as  half  the  estate  you  leave 
ay  never  get  to  your  family?  It's 
le.  From  10%  to  50%  of  your 
tate,  depending  on  its  size,  can 
eaten  away  by  taxes,  adminis- 
itive  fees  and  other  settlement 
sts.  Unless  you  do  something 


about  it  now.  A  Prudential  Estate 
Conservation  program  is  some- 
thing you  can  do  about  it  now. 

Your  Prudential  agent  is 
ready  to  review  your  assets  and 
obligations  and  to  provide  a 
computer-designed  plan  aimed  at 
keeping  as  much  of  your  estate 
intact  as  possible.  Your  agent  can 
also  work  with  your  attorney 


>ur  Prudential  agent  knows  a  lot  more  than  insurance. 


and  accountant  to  help  minimize 
estate  taxes. 

You've  worked  hard  to  build 
your  estate.  A  Piece  of  the  Rock 
and  your  Prudential  agent  can 
work  hard  to  keep  it  from  going 
to  pieces. 

M  Prudential 

Life  Health  Auto  Home 


ing  out  the  salary  worksheet  and  fig- 
uring whether  your  net  worth  has  in- 
creased, you  deserve  a  break.  Perhaps 
you  will  spend  it  looking  at  the  table 
on  this  page,  which  shows  how  select- 
ed items  have  changed  in  price  over 
the  past  15  years.  A  Mercedes  that 
cost  around  $6,000  then  costs  around 
$23,000  now,  and  what  was  a  $16.50 
shirt  now  costs  $30.  In  fact,  of  the  46 
items  in  our  sampler,  only  one — a  col- 
or television  set — has  gone  down  in 
price.  Next  best  is  a  long-distance 
phone  call  from  Chicago  to  Los  Ange- 
les, up  a  mere  5%. 

On  the  upside,  there  were  several 
items  in  our  market  basket  that  in- 
creased in  value  at  a  rate  much  faster 
than  the  norm.  The  price  of  a  Rolex 
men's  watch  with  an  18-karat  gold 
band  led  the  parade,  jumping  894%. 
The  price  of  heating  a  Kansas  City 
home  with  gas  was  up  538%  over  the 
period.  And  the  daily  cost  of  a  hospital 
room  in  Fredericksburg,  Va.  was  up 
485%,  confirming  the  popular  wis- 
dom that  it's  more  expensive  than 
ever  to  get  sick.  The  cost  of  an  annual 
subscription  to  Forbes  has  gone  up 
quite  a  bit,  too — 340%,  to  be  exact. 

To  get  the  information  to  answer 
our  questions,  you  will  need  either 
good  records  or  a  good  memory.  In 
case  your  files  don't  go  back  far 
enough,  we  have  provided  a  way  to 
approximate  the  federal  income  tax 
you  paid  15  years  ago. 

Here  are  some  prompters  to  help  jog 
your  memory,  to  help  you  figure  out 
where  you  were — physically  and  fi- 
nancially— in  1967.  The  Beatles  re- 
leased their  hit  album,  Sergeant  Pep- 
per's Lonely  Hearts  Club  Band;  the 
Green  Bay  Packers  won  their  third 
straight  National  Football  League  ti- 
tle; and  Bonnie  and  Clyde  was  packing 
them  in  at  the  movies.  President  Lyn- 
don Johnson  met  Aleksei  Kosygin  at  a 
summit  in  Glassboro,  N.J.  Thousands 
of  inner-city  residents  rioted  in  New- 
ark. The  U.S.  had  more  than  400,000 
soldiers  in  Vietnam,  and  antiwar  pro- 
tests were  nearing  their  height. 

The  financial  news  was  much 
calmer.  The  prime  rate  made  head- 
lines by  fluctuating  between  5Vi% 
and  6%.  Gross  National  Product  was 
around  $750  billion.  The  Dow  Jones 
industrial  average  waggled  between 
800  and  951,  spending  most  of  the 
year  around  875.  Inflation?  The  annu- 
al change  from  December  1966  to  De- 
cember 1967  was  3% . 

Have  fun  with  our  numbers — and 
we  hope  the  results  aren't  too  depress- 
ing. We  also  hope  that  the  economists 
and  the  politicians  are  successful 
enough  that  we  never  need  to  run  a 
feature  like  this  again.  ■ 


il  11>C3  1«9  jcdl  a  Idler 

During  the  past  15  years,  inflation  has  changed  the  way  we  live- 

-and  the 

way  we  think  of  money.  Back  then  the  inflation  rate  was  only  3.0%.  In 

1981  people  were  happy  that  it  was  a  "mere"  8.9%.  The  important  thing 

is  the  trend — which  is  more  encouraging  today  than  it  has  been  for  years 

(February's  annualized  rate  was  3.8%).  So  it's  a  good  time  to  look  back  and 

add  up  the  damage.  Here's  what 

one  market  basket  of  goods  and 

services 

r net  in  1  9/i7  and  wh;it  flip  *;»mp 

(or  closely  similar)  items  cost  now. 

IVo/ 

1982 

%  change 

Shelter 

4-BR  house,  Libertyville,  111 

$39,000.00  $ 

120,000.00 

+  208% 

Electric  bill  (mo),  Kansas  City 

20.32 

49.27 

+  142 

Gas  bill  (mo),  Kansas  City 

7.44 

47.44 

+  538 

(.Joining 

Brooks  Brothers  two-piece  suit 

145.00 

320.00 

+ 121 

Hathaway  cotton  shirt 

16.50 

30.00 

+  82 

Pappagallo  shoes 

22.00 

80.00 

+  264 

Fv  ni  -  Pi  < 'il  Fi  *'  twn»mppp  Quit 

I- Villi   1  11.U11C  IWU  U1CCC  sun 

50.00 

208.00 

+  316 

Food 

Sirloin  steak  (1  pound) 

1  1  4 

Z.o  / 

+  1 DZ 

Lancer's  imported  rose  (bottle) 

o.yo 

-i- 1  a 

t  10 

Cutty  Sark  Scotch  (bottle) 

7.42 

1  0  79 

+  44 

Eggs  (dozen) 

n  ^n 

u.yz 

-r  jo 

\/t  :ii.  /i/   ii  \ 

Milk  \V2  gallon) 

0.51 

1.13 

+  122 

Pepperidge  Farm  bread 

0.31 

0.89 

+  187 

Bacon  (pound) 

0.82 

1.74 

+  112 

Oraniip  inipp  (TYonipjiTi;?  V->  pallonl 
v  / 1  a  ii  tic  f  uiLt  |  1 1  yjLiiK-aiiti ,    i  gmiuii| 

0.67 

1.67 

+  149 

Transportation 

Commuter  RR  ticket,  Darien, 

f  '  ,  ,  . .  .  .   j.  _  JkT17*0  1  ■  ■  ■    -    ..11  \ 

Conn  to  N  it  (monthly) 

^6  nn 

JU.UU 

1 13.25 

Olds  station  wagon,  fully  equipped 

d  807  on 

<+,  OU  /  .UU 

1 1  odo  nn 

4-  1  40 

Insurance  for  Olds  (annual) 

i  l  no 
1 J  1  .uu 

£7i  nn 
D  /  1  .uu 

Gasoline  (gallon) 

U.oo 

i  .zv 

+  zy  i 

..11...  XTl  T"_  1.  ;  IV T  V  f~  .  T-\„11 

lolls:  JN J  InpklNYCto  Del) 

1.75 

2.70 

+  54 

Tune-up  on  Olds 

45.00 

75.00 

+  67 

Mercedes  diesel  sedan  (4-dr,  4-cyl) 

6,123.00 

23,185.00 

+  279 

Recreation 

Theater  tickets,  Broadway 

12.00 

40.00 

+  233 

Movie  tickets  (national  avg) 

1.20 

2.78 

+  132 

*si''Ki»n  riiicG   Pli  s  1  lfle  i  nh  i  i  Phillip*. 

JCaSUlI  Ud33 f  1  IlllalK  1UIIIJ  II11111C9 

260.00 

560.00 

+  115 

Tickets,  UCLA  football  game 

6.00 

11.00 

+  83 

Ski  lift  pass  at  Aspen  (1  day) 

8.00 

22.00 

+  175 

Cabin  cruiser  (35-foot) 

45  nnn  nn 

75  nnn  nn 

+  67 

Wilson's  Kramer  tennis  racket  frame 

40.00 

72.00 

+  80 

Color  television  set  (19-inch) 

500.00 

400.00 

-20 

Country  club  membership  (annual) 

497.00 

1,405.00 

+  183 

Education 

Tuition,  rm,  bd,  Okla  State  (yr) 

2  757  00 

4  365  00 

+  58 

Tuition,  room,  board,  Harvard  (yr) 

6  34n  nn 

i  n  54n  nn 

+  66 

Medical 

Visit  to  GP  (national  avg) 

5.00 

16.00 

+  220 

Dentist,  1  filling  (Fredericksburg,  Va) 

4.00 

17.00 

+  325 

Hospital  room  (Fredericksburg,  Va) 

20.00 

117.00 

+  485 

Services 

Plumber  (hourly,  national  avg) 

5.36 

14.44 

+  169 

Electrician  (hourly,  national  avg) 

5.Z4 

14.  /o 

_l_  1  GO 

Haircut,  shampoo,  New  York  City 

8.00 

15.00 

+  88 

Miscellaneous 

Room  (Bel  Air  Hotel  in  LA) 

28.50 

95.00 

+  233 

Rolex  men's  watch,  18k  band 

800.00 

7,950.00 

+  894 

Norell  perfume  (1  ounce) 

50.00 

115.00 

+  130 

Wiring  flowers  (national  avg) 

9.03 

20.73 

+  130 

Phone  call  (10  min)  Chicago-LA 

4.40 

4.60 

+  5 

Standard  French  poodle  puppy 

175.00 

450.00 

+  157 

Year's  subscription  to  Forbes 

7.50 

33.00 

+  340 

98 


FORBES,  APRIL  26,  1982 


AUSTIN 

Open  March,  1982. 
\  Located  downtown  on 
Town  Lake,  surrounded  by  the 
central  Texas  hill  country. 


\ 


DEARBORN 

Hyatt  Regency  is  convenient 
to  Detroit  Airport, 
Ford  World  Headquarters. 


Welcome  is  the  language  of 
fresh  flowers  in  all  Hyatt  Hotels.  Let  your 
spirit  soar  in  the  surroundings  of  flowers 
and  natural  greenery  throughout  the 
hotel.  It's  called  a  touch  of  Hyatt®. 

Other  hotels  try  to  give  you  a 
touch  of  Hyatt,  but  only  Hyatt  gives  you 
them  all.  It's  this  basis  for  comparison 
that  means  you  det  your  money's  worth. 

Capture  the  Hyatt  spirit  at  109 
hotels  worldwide.  Weekend  rates  are 
another  special  touch  of  Hyatt®.  For 
reservations,  call  youTtravel  planner  or 
800  228  9000.  / 


NEW  YORK 

Grand  Hyatt  on 
fashionable  Park  Avenue 
at  Grand  Central. 


SAN  FRANCISCO 

Hyatt  Regency  soars 
above  the  Embarcadero  Center 
business  complex. 


VANCOUVER 

On  Discovery  Square, 
overlooking  Vancouver  Harbor  and 
convenient  to  business  district. 


hi 


o 
O 


hyatt©hotels 


New  electronic  bird  watcher  scans  North  Sea  air  traffic. 


Who  would  guess  that  one  of  the  fastest  growing 
airports  in  the  United  Kingdom  is  just  five  miles 
from  this  lonely  headland  in  the  Shetland  Islands? 

The  reason  is  simple.  Oil. 

The  Shetlands,  once  better  known  for  sweaters 
and  sheep  dogs,  are  just  a  hop  by  helicopter  from 
the  North  Sea  oil  fields.  It's  not  surprising,  then, 
to  find  a  sophisticated  radar  system  in  use  keeping 
busy  whirlybird  air  traffic  safely  under  control. 

Inside  the  cocoon-like  shelter  shown  above  is 


the  antenna  of  such  a  system,  designed  and  built 
by  Cossor  Electronics  Limited,  a  Raytheon 
company  and  one  of  the  leading  electronics  firms 
in  England.  At  the  airport,  controllers  use  Cossor  I 
displays  to  monitor  approaching  and  departing 
air  traffic. 

This  is  just  one  of  hundreds  of  similar  radar 
systems  that  Cossor  has  supplied  for  use  at  airpon 
around  the  world— and  just  one  part  of  Raytheon] 
widespread  involvement  in  air  traffic  control. 


On  the  Continent,  for  example,  Raytheon 
as  recently  completed  a  fully  integrated  air 
;  affic  control  system  for  the  Federal  Republic  of 
rermany.  Here  in  the  United  States,  we  have  long 
een  a  supplier  of  radars  and  automated  displays 
>r  the  nations  enroute  air  traffic  control  network, 
/e  have  just  installed  computerized  backup 
/stems  in  all  22  enroute  centers  and  are  now 
t  work  on  additional  improvements. 

Air  traffic  control  systems  are  an  important 


part  of  Raytheon... a  $5.6  billion  company  in 
electronics,  aviation,  appliances,  energy,  con- 
struction, and  publishing.  For  our  latest  financial 
reports,  please  write  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington,  MA  02173. 


It  took  a  Gulf  stream  III  less  than  48  hours 
to  set  a  newaround-the-world  record. 

It  will  take  another  Gulf  stream  III  to  break  it. 


23,314  statute  miles 

in  47  hours,  39  minutes. 

On  Sunday,  January  10, 1982,  a  Gulfstream  III 

executive  jet  completed  an  around-the-world 

flight  in  47  hours,  38  minutes,  41  seconds. 

The  total  elapsed  time  established  a  new 
World  Class  record  for  such  a  trip  by  any  busi- 
ness aircraft,  eclipsing  the  previous  mark  by 
nearly  nine  hours.  The  actual  flying  time  was 
43  hours,  42  minutes. 

A  standard  Gulfstream  III, 
a  routine  trip. 

There  was  nothing  unusual  about  this 
Gulfstream  III  or  the  preparations  made  for 
the  flight. 

The  aircraft  was  a  standard  production 
model,  Serial  Number  301,  produced  by 
Gulfstream  American  in  Savannah,  Georgia.  It 
was  fully  outfitted  for  normal  executive  use  by 
its  owner.  New  York-based  National  Distillers 
and  Chemical  Corporation.  In  service  with 
National  Distillers  only  since  April  1981 ,  the 
Gulfstream  III  had  less  than  255  hours  in  its  log 
when  it  began  its  mission  on  the  morning  of 
January  8. 

Starting  from  Teterboro,  New  Jersey,  with 
six  passengers  and  a  crew  of  four,  the 
Gulfstream  III  covered  23,314  statute  miles 
(20,246  nautical  miles)  and  made  only  6  stops 
enroute.  Each  of  the  legs  was  flown  over  regular 
airlanes  according  to  a  pre-established  flight 
plan. 

Significantly,  no  mechanical  difficulties  were 
encountered  during  any  part  of  the  flight. 

The  chief  pilot,  in  fact,  saw  no  reason  why 
the  Gulfstream  III  could  not  have  begun  a  repeat 
of  its  entire  globe-circling  effort  immediately 
upon  its  return  to  Teterboro. 

By  any  standard,  the  world  flight  of  this 
Gulfstream  III  was  a  convincing  demonstration 


of  the  superiority  of  this  remarkable  airplane 
in  terms  of  performance,  engine  reliability, 
systems  dependability  —  and  endurance. 

No  alternatives 
to  superiority. 

As  we  see  the  flight,  it  illustrates  why  the 
worlds  major  corporations  and  governments  al- 
ready have  ordered  more  than  100  Gulfstream  III 
executive  jets  for  transporting  their  key 
executives  and  staff. 

They  are  convinced  that  the  only  alternative 
to  all  the  Gulfstream  III  offers  is  something  less. 
And  where  providing  the  means  of  efficient, 
productive  world-wide  air  travel  for  business 
and  government  leaders  is  concerned,  aircraft 
with  lesser  capabilities  are  not  desirable 
alternatives. 

The  fact  that  these  and  other  organizations 
are  continuing  to  make  the  substantial  commit- 
ment to  the  Gulfstream  III  today  also  suggests 
they  are  convinced  of  its  superiority  as  a  sound 
investment  in  the  years  ahead. 

A  demonstration 
can  prove  our  point. 

Charles  G.  Vogeley,  Senior  Vice  President  of 
Gulfstream  Marketing,  can  tell  you  more  about 
the  Gulfstream  III. 

He  can  even  work  out  the  details  of  a  full- 
scale  demonstration  of  the  Gulfstream  III  for 
you  on  a  business  trip  you  have  to  take  some- 
where in  the  world  —  or  even  around  it. 

Call  him  at  (912)  964-3274.  Or  write  to  him  at 
Gulfstream  American  Corporation,  Dept.  700, 
P.O.  Box  2206,  Savannah,  Georgia  31402, 
U.S.A. 

Were  convinced  we  can  show  you  why,  as 
other  business  jets  attempt  to  approach 
the  Gulfstream  III,  they  find  they  have 
a  long  way  to  go. 


The  Gulfstream  III.  The  Ultimate. 


Gulfstream  /lincrican 


c  1982  Gullstream  American  Corporation  Member  GAMA 


John  Barry  has  no  interest  in  new  product 
development,  acquisitions  or  integration — 
vertical  or  horizontal.  What  could  possibly 
match  the  gold  mine  he  has  in  WD-40? 

The  one-mystique 
company 


By  Ellen  Paris 

John  Barry  not  only  knocks 
his  competitors,  he  does  so  with 
glee.  Especially  when  he's 
showing  visitors  through  his  "grave- 
yard of  imitators" — a  small  storeroom 
at  the  modest  offices  in  San  Diego 
where  he  runs  the  WD-40  Co.  "See 
that?"  he  asks,  pointing  to  a  gold-and- 
black  can.  "That's  from  3M.  They  de-. 
veloped  it  to  compete  with  us,  but  it 
was  lost  inside  3M.  Here's  Du  Pont. 
They  just  introduced  a  couple  of  new 
Teflon-based  products.  Doubly  dumb! 
Instead  of  failing  at  one,  they'll  fail  at 
two.  Borden  came  out  with  some- 
thing called  Ten-4,  spent  half  a  mil- 
lion dollars  and  laid  an  egg.  They 
don't  know  why." 

For  all  those  who  don't  know  why, 
here's  the  answer,  straight  from  John 
Barry  himself:  "WD-40  is  really  a  mar- 
keting company,  not  a  manufacturing 
company."  Its  single  product,  as  most 
Vietnam  veterans  and  an  estimated 
50  million  users  worldwide  know,  is  a 
chemical/petroleum-based  lubricant 
and  rust  and  corrosion  preventative 
that  comes  in  a  blue-and-yellow  spray 
can  and  works  to  penetrate  and  pro- 
tect metal  and  displace  water  (the 
name  means  "Water  Displacement 
Formula  No.  40").  Invented  by  an  in- 
house  chemist  in  the  Fifties,  when  the 
company  was  known  as  Rocket 
Chemical  Co.,  WD-40  was  used  to 
protect  the  stainless  steel  skin  of  At- 
las missiles.  Employees  started  taking 
the  stuff  home  and  using  it  on  rifles, 
squeaky  chairs  and  wet  engines,  and 
Rocket  realized  it  had  a  diamond  in 
the  rough.  Barry,  now  57,  who  worked 
in  3M's  new-products  division  in  the 
early  Fifties,  took  over  in  1969  and 
changed  the  company's  name  to  that 
of  the  product. 

In   the   Sixties   WD-40   was  ap- 


proached by  a  private  organization  to 
slip  mmicans  of  WD-40  into  gift 
packs  for  American  soldiers  in  Viet- 
nam. GIs  by  the  thousands  used  it  to 
protect  their  rifles  from  grime  and 
rust,  and  returned  home  sold  on  WD- 
40.  Now  those  ex-GIs  are  finding  new 
uses  for  it.  "The  guy  who  uses  it  at 


Bony  of'Wl)-40 


'How  can  we  follow  this  act?" 


home  on  his  gun,"  Barry  says,  "goes  to 
the  factory  and  discovers  he  can  use  it 
on  the  production  line  too."  It's  the 
mystique  that  counts,  not  so  much 
the  formula.  "People  won't  look  at  an 
imitator,"  he  crows.  "They  won't 
switch  to  save  a  dime." 

Barry's  self-confidence  may  verge 
on  the  arrogant,  but  you  have  to  admit 
that  for  now  he's  got  the  world  by  the 
tail.  WD-40's  sales  and  earnings  have 
grown  without  interruption  for  20 
years.  Sales  in  the  last  fiscal  year  were 
up  25%  to  $44.5  million,  earnings  up 


42%  to  $3.17  a  share— about  half  of 
which  Barry  returned  to  the  stock- 
holders in  dividends.  Through  the 
first  half  of  fiscal  1982,  ended  Feb.  28, 
sales  are  up  8.6%  to  $11.4  million 
from  the  same  period  last  year,  and 
earnings  21%,  to  $2.1  million.  With 
no  debt,  return  on  equity  is  running  as 
usual  at  over  50%  and  net  margins  are 
at  their  usual  1 7% . 

How  does  Barry  do  it?  By  practicing 
what  he  preaches.  WD-40  has  only  36 
employees;  its  only  company-owned 
manufacturing  operation  is  in  San 
Diego,  where  the  secret  ingredients 
are  mixed  in  a  single  vat,  then  shipped 
to  contract  packagers,  who  fill  those 
little  blue-and-yellow  cans  and  ship 
them  to  distributors  and  wholesalers 
across  the  country.  The  vast  majority 
of  orders  come  by  mail.  Simplicity 
itself.  WD-40  spends  44  cents  of  every 
sales  dollar  on  ingredients  and  pack- 
aging and  23  cents  on  overhead  and 
advertising,  leaving  16  cents  for  taxes 
and  17  cents  for  earnings. 

Is  lohn  Barry  riding  for  a  fall?  If  it's 
not  impossible  for  a  competitor  to 
come  up  with  a  product  that  does  the 
same  thing  as  WD-40  (Barry  contends 
the  imitations  so  far  haven't  worked 
as  well),  and  the  key  is  brand  loyalty, 
then  companies  like  3M  and  Du  Pont 
are  no  slouches  at  marketing,  either. 
How  secure  is  this  one-mystique 
company?  Says  analyst  Bob  Bartels  of 
William  Blair  &  Co.,  "The  company 
has  demonstrated  real  growth,  the 
product  performs  well  and  they  are 
still  penetrating  the  market."  The 
stock,  which  has  sold  at  multiples  of 
up  to  32  over  the  last  decade,  was 
recently  at  32,  or  9  times  expected 
1982  earnings. 

For  his  part,  Barry  is  hardly  worried. 
"We're  already  breaking  all  the  Har- 
vard Business  School  rules,"  he  says 
happily.  "You're  not  even  supposed  to 
have  a  one-product  company  "  So,  the 
saying  goes,  if  it  ain't  broke,  don't  fix 
it.  Of  course,  Barry  could  pick  up 
more  of  the  profit  by  taking  over  pack- 
aging from  his  contract  jobbers.  But 
why  do  that?  Says  he:  "Lots  of  people 
make  a  profit  on  WD-40.  That's  fine.  I 
don't  want  their  headaches."  Any 
new  products  under  development? 
"How  can  we  follow  this  act?"  Acqui- 
sitions? "I  don't  believe  in  running 
out  and  buying  another  company  that 
I  don't  know  anything  about." 

Come  on.  Surely  there's  some  strat- 
egy in  the  future.  Yes,  says  Barry: 
women.  WD-40  is  now  a  "male-ori- 
ented" product.  "There's  fabulous  fe- 
male potential  out  there,"  he  says.  "I 
dream  of  being  under  the  kitchen 
sink.  I  dream  of  being  in  the  back 
closet.  .  .  ."  ■ 
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Discover  the  new  worldwide 
source  of  energy  at  First  Chicago 


First  Chicago  has  established  a  dynamic 
approach  to  serve  your  energy  financial  needs. 
From  our  network  of  experts  around  the  world, 
your  First  Chicago  Relationship  Manager 
assembles  the  team  that  can  make  the  most 
effective  contribution  to  your  unique  objectives. 
They're  your  Energy  First  Team,  now  unified 
into  one  worldwide  banking  department  to  give 
you  the  most  complete  benefit  of  First  Chicago's 
expertise  and  resources. 

Bill  Lear,  Senior  Vice  President/World- 
wide Energy  &  Minerals  Group,  asserts  First 
Chicago's  commitment:  "We've  added  a  vital 
dimension  to  our  50  years  of  service  to  the  oil 
and  gas.  mining,  utilities  and  service  sector. 
Through  increased  financial  and  personnel 
resources.  The  First  Team  now  gives  our  cus- 
tomers competitive  advantages  anywhere  in  the 
world." 

For  more  efficient  credit  structuring. 
First  Chicago  dispatches  teams  of  energy  special- 
ists to  the  four  corners  of  the  world.  Bob 
Bucklin.Vice  President/ Energy  Project 
Finance  Division,  leads  the  effort. 


"On-site  evaluation  gives  customers  total  First 
Team  support  on  any  time-intensive  transaction, 
whether  it's  an  acquisition  in  Tulsa  or  a  pro- 
duction financing  in  Australia!' 

Donna  Rae  Green.  Vice  President/ 
Relationship  Manager:  "Swift  and  compre- 
hensive response  from  our  Energy  Project 
Finance  Division  permits  the  Energy  Relationship 
Managers  of  First  Chicago  to  structure  a 
complete  array  of  financial  services  for  our 
customers.  From  cash  management  consulting 
to  equipment  leasing,  trade  finance  and  letters 
of  credit,  your  Relationship  Manager  is  your 
First  Team  Leader." 

To  get  The  First  Team  working  for  you. 
call  Bill  Lear  (312)  732-6814. 

First  Chicago  Worldwide 

Atlanta  —  Baltimore — Boston  —  Chicago — Cleveland  - 
Dallas  — Houston— Los  Angeles  — Miami  — New  York— 
San  Francisco— Washington.  D  C. -Abu  Dhabi -Athens— 
Beijing  —  Beirut  —  Brussels  -  Buenos  Aires  -  Cairo — 
Calgary — Caracas — Cardiff  —  Dubai  —  Dublin  - 
Dusseldorf — Edinburgh  —  Frankfurt  —  Geneva  — 
Guernsey — Hong  Kong  -  Jakarta  —  Kano  -  Kingston  - 
Lagos — London — Madrid  —  Mani la  —  Mexico  City—  Milan- 
Munich  —  Nairobi  —  Panama  City  -  Pans — Port-au-Prince  -- 
Port  Harcourt  — Rome— Rotterdam  — Sao  Paulo  — 
Seoul  —  Sharjah  —  Singapore  -  Stockholm  —  Sydney  — 
Tokyo  -  Toronto — Warsaw  -  Zurich 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


©  1982  The  First  National  Bank  of  Chicago.  Member  FD  I.e. 


When  is  a  small  copier  a  big  mistake? 


Overwork  a  small  copier  and  it  can  breakdown. 

Because  small  copiers  are  only  built  for  small 
work  loads.  Not  to  keep  up  with  the  demands  of 
a  growing  business. 

That's  why  Minolta  makes  a  bigger  small  copier. 

The  Minolta  EP  530R. 

It  takes  options  like  a  document-feeder  and 
sorter  to  handle  work  overloads  Or  you  can  get  a 
counter  to  keep  track  of  your  copies. 

The  EP  530R  also  has  a  special  reduction 
mode  that  can  reduce  an  11  x  17"  original  to  an 
8V2"  x  1 1"  copy.  Or  an  8K2"  x  1 1"  to  a  5V?  x  %Vi. 

Of  course,  if  you  don't  need  a  reduction  mode, 
you  can  get  the  Minolta  EP  530  (the  EP  530R 
without  the  "R''  but  with  a  smaller  price ) 

It  even  has  Minolta's  exclusive  micro-toning 
system  to  assure  you  rich  contrasts  and  crisp, 
clear  copies.  From  edge  to  edge. 


So,  if  you've  overestimated  the  capacity  of  your 
copier,  get  the  Minolta  EP  530R 

A  big  business  can  afford  to  make  a  few  mis- 
takes. A  small  business  can't. 

To  avoid  mistakes,  call  toll-free  800-526-5256. 
In  N  1  ,  call  201-797-7808  For  your  authorized 
Minolta  dealer,  look 
for  our  trademark 
in  the  Yellow 
Pages. 

The  EP  530R.  *t 
The  Bigger 
Small 
Copier. 


MINOLTA 


Even  though  its  tax  time,  the  tax  shelter  game  isn't  booming 
not  this  year.  Is  there  a  future  in  the  business? 


Should  you  take 
shelter? 


By  Jean  A.  Briggs 


H'ave  you  noticed  how  common  avocados  have 
become  in  grocery  stores,  where  once  they  were  a 
i  rarity?  Don't  credit  the  gourmet  craze;  credit  the  tax 
shelter  industry.  A  decade  ago  33,000  acres  were  planted 
withavocados;  today  thegroves  cover  75,000.  About  13years 
ago  somebody  discovered  this:  Not  only  are  most  avocado 
groves  physically  beautiful  pieces  of  property,  they  also 
make  ideal  tax  shelters.  Guacamole,  anyone7 

Of  course,  everyone  has  a  tax  shelter 
story,  from  the  ordinary  Ameri- 
can who  bought  a  bigger  house 
because  "a  house  is  a  lovely  tax 
shelter  and  house  prices  go  only  in 
one  direction — up,"  to  the  supposedly  so- 
phisticated businessman  who  bought  a 
video-cassette  deal  with  a  500%  write- 
off— and  almost  certain  retribution  from 
Internal  Revenue. 

But  the  tax  shelter  business  isn't  boom- 
ing these  days — not  in  avocados,  not  in  oil, 
not  in  real  estate,  not  even  with  Apr.  15  at 
hand  to  remind  people  of  the  inexorability 
of  taxes.  Listen,  for  example,  to  Laurence 
Rossbach,  head  of  the  tax  shelter  depart- 
ment  at   Drexel  Burnham  Lambert. 
"Selling  tax-advantaged  investments 
in  1979,  1980  and  1981  seems  easy 
in  retrospect.  Now  demand  is  off 
and  sales  are  down."  How  much? 
"I  don't  really  want  to  say," 
answers  Rossbach,  "but 
significantly."  Repre- 
sentatives of  the  two  biggest  re- 
tailers of  tax  shelters — Merrill  Lynch 
and  E.F.  Hutton — make  similar  reluctant  confessions. 

How  are  drilling-fund  sales?  "Crappy,"  says  Dick  Lowe, 
president  of  American  Quasar  Petroleum  in  Ft.  Worth. 
Myron  Neugeboren  at  L.F.  Rothschild,  Unterberg,  Tow- 
bin:  "Oil  and  gas  programs  are  not  selling  well,  and  real 
estate,  except  for  highly  leveraged  low-income  housing 
deals,  is  doing  just  as  badly." 

All  this  is  bad  news  in  Texas.  One  public  drilling  fund 
was  closed  out  of  a  lucrative  development  well  near  Gal- 
veston recently  when  it  couldn't  raise  enough  money  to 
cover  its  $125,000  share  of  drilling  expenses.  A  private 


outfit  came  in  and  took  over  its  25%  interest  in  what  now 
looks  like  a  400-barrel-a-day  property  potentially  worth 
tens  of  millions  of  dollars.  A  dozen  exploration,  oil-service 
and  related  energy  outfits  have  joined  the  docket  sheet  in 
Houston's  bankruptcy  court  in  the  past  three  months,  the 
largest  of  them  $39  million  (liabilities)  Southwest  Petro- 
Chem.  Inc. 

Operating  out  of  Fair  Haven,  N.J.,  Robert  A.  Stanger  is 
one  of  the  tax  shelter  industry's  most  highly  regarded 
analysts  and  consultants.  Stanger  says  that  $2.8  billion 
«*w    worth  of  oil-and-gas-drilling  partnerships  are  current- 
registered  but  unsold — inventory  gather- 
ing dust.  According  to  his  register 
a  of  public  programs,  out  of  $2.5  bil- 
lion in  real  estate  deals,  $1.9  billion 
may  be  unsold;  and  out  of  $800 
million  worth  of  other  shelters  such  as 
cable  TV  and  equipment  leasing,  perhaps 
0  $700  million  are  still  available.  In  short, 
the  goods  aren't  moving  these  days.  Of 
^course,  it  isn't  unusual  to  register  more 
programs  than  you  expect  to  sell,  and 
sales  may  pick  up  as  the  year  wears 
on.  But  at  the  moment  the  selling 
►^pattern  isn't  encouraging.  Arthur  J. 
King,  president  of  Annapolis-based 
Investment   Search,   a  company 
that  analyzes  oil  deals,  predicts: 
"Sales  will  be  off  20%  to  25%  this 
year." 

"It  was  relatively  easy  to  buy  an 
oil  and  gas  fund  when  prices 
kept  going  up,"  says 
Stanger.  "Even  if  you 
didn't  go  over  the  details  of  your 
deal,  you  felt  you  almost  had  to 
come  out  okay."  Wasn't  everybody  talking  about  oil  at  $50  a 
barrel?  Stanger  says  he  even  saw  one  deal  that  projected  a 
$  1 64-per-barrel  oil  price.  The  enthusiasm  was  contagious — 
the  old  tulip-bulb  syndrome. 

The  situation  in  real  estate  is  much  the  same  as  with  oil 
and  gas.  As  Merrill  Lynch's  Nick  McClanahan  says,  "People 
are  concerned  about  real  estate  prices.  For  the  past  ten  years, 
real  estate  has  been  sold  as  an  inflation  hedge.  Now  people 
think  that  we  may  have  deflation,  so  they're  not  so  sure  real 
estate  still  makes  sense." 
Avocados?  An  enterprising  entrepreneur  is  looking  for  a 
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way  to  use  the  oily  fruit  for  dog  food. 

To  some  extent  the  new  tax 
law,  the  Economic  Recovery  Tax 
Act  of  1981,  is  to  blame  for  the 
boom's  end.  Investors,  no  longer 
subject  to  a  70%  federal  tax  on 
interest    and    dividend  income, 
aren't  quite  as  eager  as  they  once 
were  to  take  on  the  risks  involved 
in  a  shelter.  That  doesn't  mean 
they  will  never  want  one  again — 
that  a  50%  rate  won't  someday 
seem  as  onerous  as  a  70%  rate  once 
did — but  at  the  moment  they're 
not  scrambling.  Brokers  can  no 
longer  tell  their  clients,  "You're 
playing  with  30-cent  dollars,"  and 
it's  quite  possible  they  haven't  fig- 
ured out  what  to  tell  them.  They  need 
a  new  sales  pitch.  Badly.  As  Drexel's 
Rossbach  points  out,  "An  investor 
can  get  13%  in  a  money  market 
fund,  14%  in  government 
notes,  16%  in  corporate 
bonds  and  10%  to  12%  in 
muni  bonds.  It's  tough  for  any  in- 
vestment to  compete  with  that." 

Probably  more  important  than  either  the  new  law  or 
high  rates,  however,  is  this:  Investors  are  questioning  the 
fundamentals  of  the  two  biggest  shelter  areas — oil  and  gas 
and  real  estate.  Falling  oil  prices  have  had  their  impact.  So, 
too,  has  the  stagnating  real  estate  market. 

Once  a  market  heads  down,  all  kinds  of  negatives  come 
out  of  the  woodwork  to  knock  it  down  further.  So,  too, 
with  tax  shelters.  Bad  experience,  which  might  have  been 
forgotten  in  better  days,  is  now  remembered.  There's  been 
plenty  of  it — not  just  in  fraudulent  deals  but  in  perfectly 
legitimate  ones  that  never  returned  much  money.  Overall 
experience  has  not  been  particularly  good  in  oil  and  gas,  for 
example.  According  to  Stanger,  only  about  25%  of  the 
publicly  registered  programs  have  provided  a  return  higher 
than  municipal  bonds.  So  why  take  the  risk? 

John  Blocker,  an  eminently  successful  drilling  contrac- 
tor (see  Forbes,  Oct.  12,  1981),  made  the  mistake  of  getting 
into  the  exploration  business  as  well.  His  company  took  in 
$71  million  from  tax  shelter  investors  between  1978  and 
1981  but  found  hydrocarbons  worth  only  a  "fraction"  of 
that  amount,  concedes  Blocker  Energy  Corp.  Vice  Chair- 
man E.L.  Wehner.  Merrill  Lynch,  the  principal  fundraiser 
for  Blocker  partnerships,  discontinued  sales  last  year,  and 
Blocker  has  laid  off  200  of  its  1,350  employees  since  Jan.  1. 


It  isn't  just  naive  investors  who  can  get  burned, 
ist  May,  Aetna  Life  &  Casualty  sank  $7.2  mil- 
lion in  a  drilling  venture  run  by  high- 
flying Lewis  Energy  Corp.  of 
Denver,  a  little  company,  with  a 
35-year-old  president,  that  saw 
its  stock  soar  750%  after  it  went 
public  in  late  1979.  Two  months 
ago  Lewis  went  into  Chapter  1 1 
bankruptcy,  although  Aetna  still 
hopes  that  the  acreage  it  picked  up 
in  the  deal  will  prove  valuable. 

The  so-called  exchange  offers 
that  became  popular  in  oil  and  gas 
in  the  last  couple  of  years  probably 
had  a  negative  impact,  too.  A  num- 
ber of  outfits  offered  to  buy  up 
their  limited  partners'  tax  shelter 
shares  for  stock  in  a  public  company. 
The  stated  value  of  the  stock  was 
based  on  the  number  of  barrels  of 
reserves  in  the  ground  and  their  fu- 
v  ture    price.  The 

|  i^j  i  ^  trouble  was,  as 
soon  as  the  ex- 
change was  made  and  the 
stock  was  in  limited  partners' 
hands,  it  collapsed.  Conquest  stock,  for  example,  original- 
ly valued  at  $15,  is  now  worth  $5.75.  Integrated  Energy 
stock,  valued  at  $10,  is  now  selling  for  $2.40.  Omni  stock, 
valued  at  $15,  now  trades  around  $5.  Some  tax  shelter! 

Limited  partners  have  probably  fared  better  in  real  estate 
than  in  oil  and  gas.  Stanger  calculates  that  perhaps  75%  of 
these  deals  have  provided  decent  returns.  Still,  there  is 
this:  In  many  instances  investors  were  promised  cash  but 
have  not  yet  received  it.  When  the  deal  matured  and  the 
properties  were  ready  to  be  liquidated  they  could  be  sold 
only  for  cash  and  notes.  The  limited  partners  are  still 
waiting  for  their  cash,  hoping  to  collect  on  the  notes.  The 
general  partners,  of  course,  have  some  cash — their  up-front 
fees.  So,  too,  do  the  brokers,  whose  7%  or  8%  commis- 
sions are  part  of  front-end  load. 

Other  shelter  areas  have  had  even  more  spectacular 
problems.  Take  equipment  leasing.  Remember  all  the 
folks  who  bought  boxcars  and  barges  a  few  years  back?  So 
many  dollars  poured  into  the  programs  that  supply  over- 
whelmed demand.  Now  many  an  investor  is  sitting  with 
an  underutilized  car  or  barge,  one  that  isn't  making  any 
money  and  one  for  which  he  is  still  paying  debt  service  and 
in  some  cases  even  storage. 
What  about  research  and  development  or  venture  capital 


Is  this  shelter  really  necessary? 


J ohn  Macklin,  a  counselor  with 
Investment  Advisors  Interna- 
tional in  Cleveland,  says  that 
many  people  jump  into  expensive 
tax  shelters  without  first  taking 
advantage  of  ordinary  tax  breaks 
that  do  not  involve  huge  commis- 
sions and  tying  up  money  for  long 
periods  in  risky  investments.  For 
example: 

•  Are  you  getting  taxable  in- 
come out  to  family  members  who 


would  be  taxed  at  lower  rates?  To 
your  children?  To  elderly  parents? 
Through  Clifford  Trusts?  Through 
non-interest-bearing  loans?  Why 
pay  an  offspring's  college  tuition 
with  aftertax  dollars  when  you  can 
pay  with  pretax  dollars? 

•  Are  you  participating  in  a 
company  thrift  plan  as  fully  as  you 
might?  Slipping  extra  dollars  into 
one  might  make  more  sense  than 
sinking  money  into  an  oil  well. 


•  Would  deferred  compensation 
make  sense  in  your  case? 

•  What  about  tax-exempt 
bonds?  Yields  of  13%  and  better 
are  common  now.  Remember: 
Money  more  than  doubles — tax 
free — every  six  years  at  13%. 

The  above  may  sound  less  excit- 
ing, less  sophisticated  than  buying 
into  a  tax  shelter.  But  what  are  you 
trying  to  do — prove  your  manhood 
or  maximize  your  return? — J.A.B. 


108 


FORBES,  APRIL  26,  1982 


partnerships?  Look  no  further  than  the  De 
Lorean  motorcar.  It  was  put  to- 
gether by  Oppenheimer  &  Co.  in 
1978.  More  than  130  investors  put 
up  nearly  $20  million.  With  the 
parent  British  company  in  receiv- 
ership, these  investors  could  be 
facing  the  total  loss  of  their  money. 
Of  course,  for  most  of  them,  70% 
of  their  total,  or  about  $105,000, 
would  have  gone  to  Uncle  Sam 
anyway,  but  they're  still  waving 
good-bye  to  $45,000  each.  Maybe 
they  got  that  much  psychic  satis- 
faction from  the  deal.  Maybe. 

More  complex — and  also  more 
widely  marketed— is  the  Trilogy 
deal  that  was  put  out  last  year  by 
Merrill  Lynch.  Its  purpose  is  to  devel- 
op a  new  computer.  The  problem  is,  it 
was  sold  in  $5,000  units — with  a 
minimum     purchase     of  two 
units — and     thus  was 
available  to  smaller  inves- 
tors, who  might  not  so  easily 
be  able  to  afford  the  risk. 

Commodity  straddles  were  another  popular  shelter  that 
have  come  to  grief.  Congress  did  them  in.  Then  the  IRS 
recently  won  a  test  case  against  their  use  under  the  old 
law — meaning  potential  bad  news  even  for  those  who  got 
in  under  the  wire  last  year. 

The  IRS  has  always  been  a  tax  shelter  killjoy,  but  it  has 
become  much  more  effective  than  it  used  to  be.  It  has  been 
more  vigorous  in  examining  the  returns  of  tax  shelter 
participants  and  in  trying  to  collect  where  it  believes  taxes 
are  due. 

The  agency  has  finished  auditing  some  49,000  returns 
and  is  still  at  work  on  248,000  more.  The  49,000  have 
already  yielded  $31  million  to  the  Treasury  and  could  yield 
as  much  as  $592  million  more.  "The  courts,"  says  William 
Spiro,  a  partner  in  the  public  accounting  firm  Seidman  & 
Seidman,  "are  jammed  with  cases."  One  accountant  tells 


of  a  client  who  had  participated  for  many  years  in 
lfc»*_       "aggressive"  tax  shelters,  including  one  that 
provided  a  5-to-l  writeoff.  (For 
every  $1  he  put  in,  he  wrote  $5 
off  his  taxable  income.)  "His  re- 
turns for  the  years  1974  to  1980 
are  now  being  audited,"  says  the 
accountant.  "He  is  faced  with  a 
liability  of  $700,000  plus  accrued 
interest  of  $300,000.  Believe  me, 
he's  not  that  rich." 

The  new  tax  law  provides  for 
even  stiffer  penalties  for  participat- 
ing in  essentially  phony  deals.  In 
the  past,  as  Roxanne  Coady  of  Seid- 
man &  Seidman  puts  it,  "about  the 
worst  that  could  happen  if  your 
deductions  or  credits  were  disallowed 
was  that  you  would  have  to  pay  the 
tax  plus  6%  interest."  The  new  law 
provides  that  the  interest  you  must 
pay  on  the  money  you  owe  will  be 
|N-r«r-p=»  based  on  the  prime 

mTtti  i  j  ir*  rate  determined 
each  October, 
now  20%,  and  that  the 
IRS  can  assess  an  extra  penalty  as 
high  as  30%  of  the  underpayment.  (It  could  add  to  that  a 
penalty  for  negligence  as  high  as  50%  of  the  interest  due 
on  the  unpaid  tax.)  In  at  least  one  movie  deal,  the  investors 
lost  all  of  their  money  and  are  now  having  their  deductions 
disallowed — and  are  being  assessed  penalties. 

You  know  all  this  but  you  still  say:  Sure,  but  I  live  in 
New  York  City  (or  Washington,  D.C.)  and,  overall,  I'm 
paying  close  to  60%  on  my  marginal  income.  I  want  to 
hold  on  to  more  than  just  40%  of  this  money.  Seidman  & 
Seidman's  Jerome  Seidman  explains,  "The  opportunity  to 
defer  income  from  one  period  to  another  and  the  opportu- 
nity to  turn  it  from  ordinary  income  taxed  at  50%  to  a 
capital  gain  taxed  at  20%  are  powerful  incentives." 

Another  incentive:  Despite  the  rate  cuts,  your  taxes  are 
likely  to  rise  between  now  and  1984,  when  indexation  is 


So  you  want  to  take  the  plunge  . . . 


If  you  decide  to  invest  in  a  tax 
shelter,  here  are  a  few  simple 
rules  to  help  minimize  your  risk: 

•  Know  the  internal  rate  of  re- 
turn. In  case  you  don't  know  what 
that  means,  we'll  give  you  a  simple 
example: 

You  invest  $1,000  and  get  $2,000 
back.  What  is  your  rate  of  return? 
Don't  rush  to  say  100%.  You  must 
ask  another  question  first:  How 
long  did  I  hold  the  investment? 
Let's  say  it  was  two  full  years.  In 
this  case  your  internal  rate  of  re- 
turn is  about  42% . 

With  an  oil  well  or  real  estate 
deal  the  calculation  is  far  more 
complicated,  but  it  still  tells  you 
whether  you're  getting  a  good  deal 
or  not.  If  the  payout  is  meager  or 
slow  or  both,  you  might  be  better 


off  investing  in  tax-exempt  bonds. 

•  Is  it  a  genuine  business  propo 
sition  or  just  a  tax  dodge — like  an 
educational  cassette  that  you  buy 
only  to  get  the  tax  benefits?  In  the 
latter  case,  an  audit  could  cost  you 
dearly. 

If  you  are  buying  into  oil  or  gas 
or  real  estate,  make  sure  you  find 
out  about  the  sponsor's  record.  Has 
he  found  oil  or  gas  in  the  past?  If 
you  can't  tell  from  the  information 
in  the  prospectus,  ask  your  broker 
or  salesman.  If  he  can't  tell  you — or 
is  evasive — forget  it.  Are  his  as- 
sumptions too  far  out?  Is  the  price 
of  oil  going  to  $164  per  barrel  or  is 
OPEC  going  to  collapse  and  take 
the  oil  and  gas  business  with  it? 
With  real  estate,  the  questions  are 
similar. 


•  What's  the  split?  You  are  the 
limited  partner;  the  general  partner 
runs  the  deal.  Generally  speaking, 
you  put  up  the  cash,  he  puts  up  the 
expertise  and  some  equipment.  In 
an  oil  deal,  a  typical  split  is  40% 
for  the  expertise  and  equipment, 
60%  for  the  money.  If  the  general 
partner  is  taking  50%  or  more, 
there  had  better  be  a  good  reason. 

•  Sales  commissions  and  var- 
ious fees  tend  to  be  steep  in  tax 
shelters.  A  15%  load  is  probably 
the  best  you  can  expect  in  a  tax 
shelter  that  you  buy  through  a 
broker;  if  it  is  much  above  25%, 
look  elsewhere. 

•  Finally,  don't  let  dislike  of 
taxes  sway  your  decisions.  Better 
Uncle  Sam  should  have  the  money 
than  some  promoter. — J.A.B. 
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A  wildcatter  brings  in  . . .  another  wildcatter 


«'  eal  Eugene  (Pat)  Patrick,  53, 
owes  the  rewarding  life  he 
leads  and  the  profitable  little 
company  he  runs  to  tax  shel- 
ters. The  company  he  founded, 
Jackson,  Mich. -based  Patrick 
Petroleum  Co.,  is 
scarcely  more  than  at 
trace  element  in  the 
business;  revenues  last 
year  reached  just  $80  million.  Yet 
Pat  Patrick  raised  $67  million  in 
exploration  capital  last  year  alone 
through  the  sale  of  limited  partner- 
ships in  oil  and  gas  ventures. 

He  has  demonstrable  flair  for 
finding  the  stuff.  In  the  last  two 
years  this  wildcatter,  drilling 
holes  outside  proven  fields,  has 
been  finding  oil  and  gas  in  com- 
mercial quantities  one-third  of 
the  time  [vs.  an  industry  success 
rate  in  the  U.S.  of  18%).  His  earn- 
ings in  1981,  not  the  best  of  times 
lately  for  the  business,  were  up 
73%,  to  $6.3  million. 

Patrick  has  big  plans  for  the 
future.  Among  other  things,  he 
has  a  big  stake  in  the  huge,  still 
largely  unexplored  Williston  Ba- 
sin area  in  North  Dakota  and 
Montana.  New  leases  are  hard  to 
come  by  at  a  rational  price  in  the 
Williston  Basin,  but  Patrick  has 
been  there  since  1972  and  has 
nailed  down  drilling  rights  to 
1.23  million  undeveloped  acres. 
To  probe  that  ground,  he  figures 
it  will  take  at  le^st  $25  million 
this  year  alone. 

In  ordinary  circumstances,  giv- 
en the  current  climate  in  tax 
shelter  deals,  Patrick  should  be 
having  his  hands  full  finding  that 
kind  of  money.  Says  Terry  Smith 
of  Howard,  Weil:  "The  type  of 
public   offering   that   has  been 


S 


keeping  Patrick  Petroleum  afloat 
is  definitely  declining." 

But  leaning  back  on  the  sofa  in 
his  office  cluttered  with  minia- 
ture oil  rigs  last  month,  his  legs 
crossed  to  reveal  black  lizard  cow- 
boy boots  beneath  a  Brooks  Broth- 
ers suit,  Patrick  looked  for  all  the 
world  like  a  man  without  a  care. 
With  reason.  Thanks  to  an  unusu- 
al deal  he  worked  out  with  an 
oil  company  ten  times  as  big, 
New  Orleans-based  Freeport- 
McMoRan,  Patrick  has  put  to- 
gether an  exploration  kitty  of 
$200  million — more  than  any  he 
ever  had  before  at  one  time  in  his 
21  years  in  the  business. 

Possibly  a  model  for  joint  explo- 
ration that  other  independents 
could  copy,  the  highly  unusual 
deal  works  like  this:  Three-quar- 
ters of  the  $200  million  explora- 
tion budget — development  costs 
are  extra — will  come  from  Free- 
port,  the  rest  from  Patrick,  which 
will  handle  the  exploration  itself. 
After  certain  costs  are  recovered, 
Patrick  gets  55%  of  revenues  and 
McMoRan  45%. 

James  Robert  Moffett,  43,  vice 
chairman  of  Freeport,  wasn't  keen 
to  put  up  75%  of  the  cash  in  return 
for  45%  of  the  proceeds.  But  that's 
the  leverage  Patrick's  position  in 
the  Williston  Basin  gives  him. 


Drilling  in  the  Gulf  of  Mexico, 
where  Freeport  mainly  operates, 
is  down  4%  from  this  time  last  year, 
with  most  of  that  decline  occur- 
ring off  the  coast  of  Louisiana, 
Freeport's  prime  drilling  area. 
Even  more  impor- 

■          tant,  perhaps, 

f 1 H  '*  is  the  fact  that 
offshore  oil  costs  ten 
times  as  much  to  produce, 
which  makes  Patrick's  onshore 
acreage  even  more  attractive.  Says 
Jim  Bob  Moffett  with  a  philosophi- 
cal shrug:  "If  it  works,  it's  going  to 
be  big  bucks  for  Pat  Patrick." 

Weakening  energy  prices  at  the 
moment  notwithstanding,  a  good 
case  can  be  made  that  Freeport  is 
marrying  its  cash  flow  to  Patrick's 
acreage  at  just  the  right  time.  The 
present  oil  surplus,  after  all,  has  led 
to  a  falloff  in  drilling  activity  that, 
in  turn,  is  leading  to  declines  in  the 
cost  of  exploration.  For  example, 
the  onshore  oil  rig  operating  rate  is 
presently  71%,  vs.  87%  a  year  ago. 
All  told,  drilling  costs,  which  have 
risen  some  30%  in  each  of  the  last 
two  years,  are  presently  rising 
about  10%  and  may  soon  decline 
further. 

"It's  a  major  opportunity  for 
small  independents  like  us,"  says 
Jim  Bob  Moffett,  a  tall  burly  man 
with  a  penchant  for  denims  and 
green  lizard  shoes.  "It  doesn't  take 
a  mental  giant  to  know  that  you 
would  rather  have  oil  costing  $12  a 
barrel  and  selling  at  $25  a  barrel  [a 
108%  difference],  than  oil  costing 
$45  and  selling  at  $60  a  barrel  [a 
33%  difference]." 

Pat  Patrick  agrees,  leans  for- 
ward and  adds:  "But  by  1986 
people  will  be  paying  $60  a  bar- 
rel anyway." — Maurice  Barnfather 
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supposed  to  come  into  play.  The  reason?  Inflation.  Stanger 
has  calculated,  for  example,  that  if  you  are  married  and 
your  taxable  income  for  last  year  was  $85,600,  you  were  in 
the  58%  bracket  and  are  probably  paying  $33,083  in  taxes. 
If  your  income  keeps  up  with  inflation,  by  1984,  even 
though  you  will  only  be  in  the  45%  bracket,  you  will  owe 
$35,924  in  tax.  Okay,  you  say  that's  more  dollars,  but  they 
will  be  worth  less.  So  too,  remember,  will  be  your  $1,000 
personal  exemption  and  the  $3,000  you  can  deduct  for 
short-term  capital  losses. 

It's  also  true  that  the  new  tax  law  actually  improves 
some  shelters.  Take  oil  and  gas,  for  example.  Granted,  the 
initial  writeoffs  are  worth  less,  but  should  you  hit  oil  and 
begin  collecting  income,  that  income  will  be  taxed  at  a 
lower  rate  than  it  would  have  been  before.  The  depletion 
allowance  is  still  available,  and  the 
windfall  profits  tax  has  been  reduced 
from  30%  to  an  eventual  15%.  Fur- 
thermore, oil  and  gas  income  will  no 
longer  shift  your  other  earned  income 
into  a  higher  bracket.  If  the  deal  does 
work  out,  you  will  be  better  off.  If  it 
doesn't,  you  will  be  worse  off  because 
the  initial  deduction  means  less 
to  you. 

Real  estate,  too,  could  be  better. 
You  can  now  depreciate  it  over  15 
years  rather  than  30  or  40,  and  if  you  use  the  straight-line 
method  when  you  dispose  of  the  property,  you  will  be 
taxed  at  the  capital  gains  rate.  If  you  do  use  accelerated 
depreciation,  its  eventual  recapture  as  ordinary  income 
will  not  taint  your  other  income.  It  will  not  shift  salary 
dollars  into  a  higher  bracket.  There  is  no  higher  bracket. 

The  fact  that  such  so-called  tax-preference  items  can  no 
longer  shift  ordinary  income  into  a  higher  bracket  could 
well  turn  out  to  be  a  great  market  broadener  for  shelters.  It 
means  shelters  are  now  appropriate  for  many  more  people 
than  they  used  to  be.  Specifically,  they  may  be  appropriate 
for  a  fellow  with  a  big  salary  but  no  assets.  Before,  they 
were  totally  inappropriate  because  they  could  kick  earned 
income  into  the  unearned  category. 

Not  all  tax  shelters  are  better  under  the  new  law.  Your 
salesman  will  probably  tell  you  that  equipment  leasing  is 
better  because  of  the  new  depreciation  schedules.  But 
Stanger  says  that  isn't  true — at  least  not  yet.  The  reason  is 
that  the  law  doesn't  currently  allow  use  of  the  double 
declining  balance  method.  Instead  of  writing  off  200%  of 
the  amount  you  could  write  off  under  the  straight-line 
method,  you  can  write  off  only  150%.  (In  1985  you  will  be 
able  to  write  off  175%,  and  after  that  200%  once  again.) 

At  the  moment  the  area  getting  most  attention  from 


The  fact  that  tax  preference 
items  no  longer  shift  ordi- 
nary income  into  a  higher 
bracket  could  be  a  market 
broadener  for  shelters  .  .  .  . 
Shelters  may  be  appropriate 
now  for  a  fellow  with  a  big 
salary  and  no  assets. 


promoters — those  urban  cowboys  who  put  deals  together 
and  bring  them  to  brokers — is  research  and  development. 
John  Everets,  who  heads  the  tax  shelter  and  corporate 
finance  department  at  Advest,  Inc.,  a  regional  brokerage 
firm  headquartered  in  Hartford,  Conn.,  says,  "I  see  at  least 
two  of  these  deals  per  week."  Most  of  them  make  no  sense 
whatsoever  for  investors.  The  failure  rate  for  new  products 
is  well  over  90%.  What  profits  it  a  man  to  save  50  cents  in 
taxes  on  the  dollar  if  the  chances  are  9-to-l  that  he  will 
lose  100  cents  on  the  shelter? 

The  creative  minds  in  the  business  will — or  in  some 
cases  have — come  up  with  other  new  ideas.  People  are 
working  on  ways  to  get  around  the  ban  on  straddles,  for 
example,  such  as  buying  and  selling  agreements  on  types 
of  securities  not  specifically  mentioned  in  the  law.  Peter 
Faber,  a  Rochester,  N.Y.  attorney,  has 
been  head  of  the  tax  section  of  the 
New  York  State  Bar  Association. 
Faber  says  he  has  seen  questionable 
new  versions  of  such  old  ideas  as  au- 
diocassettes  and  master  phonograph 
records.  "They  promise  generous  in- 
vestment tax  credit,"  he  says.  "The 
problem  is  they  usually  involve  over- 
valuation of  the  asset  based  on  a  prob- 
ably phony  sale  by  one  company  to 
^^^^^^^^^^m    the  one  selling  to  you." 

Yet  to  be  fully  tapped  for  the  tax  shelter  business  is  a 
whole  new  world  of  energy  credits.  The  law  provides  for  an 
energy  tax  credit  on  top  of  an  investment  tax  credit  for 
such  things  as  windmills  and  cogeneration  equipment. 
Richard  Stone,  a  tax  partner  at  Main  Hurdman,  says, 
"Promoters  are  working  to  develop  deals  taking  advantage 
of  these  provisions  of  the  law  right  now." 

In  a  way,  the  current  shakeout  may  be  healthy  if  it 
eliminates  some  of  the  shakier  deals  foisted  on  the  public  in 
the  past.  One  bestselling  oil  and  gas  outfit  returned  an 
average  of  55  cents  on  the  dollar  to  investors  from  1970 
through  1977 — years  when  the  price  of  oil  was  soaring.  Most 
of  its  investors  would  have  been  far  better  off  paying  taxes. 
With  demand  drying  up,  this  kind  of  deal  may  be  harder  to 
sell,  and  the  terms  may  be  sweetened  in  some  of  the  better 
deals.  "There  are  an  awful  lot  of  people  in  this  business  that 
don't  belong  here,"  says  Roger  Chapman,  who  runs  a  small 
private  exploration  company  in  Houston. 

But  as  long  as  there  are  taxes,  there  will  be  tax  shelters. 
Some  make  sense  for  some  people  but  many  make  sense 
only  for  the  sponsors  and  the  salespeople.  Always  remem- 
ber this:  No  matter  how  rich  you  are,  the  tax  law  permits 
you  to  keep  50%  or  so  of  what  you  earn;  that's  a  lot  more 
than  many  tax  shelters  let  you  keep.  ■ 


One  that  worked 


Y'ou  can  count  a  tax  shelter  as 
successful  only  if  the  aftertax 
internal  return  (see  box,  p.  109)  on 
your  investment  is  better  than  you 
could  have  gotten  in  a  money  mar- 
ket fund  or  other  investment. 
James  E.  Conway,  president  of 
Ayco,  a  financial  planning  firm 
headquartered  in  Albany,  N.Y., 
provides  the  arithmetic  on  one  par- 
ticularly successful  shelter,  a  part- 
nership that  did  secondary  recov- 


ery of  oil  and  gas  in  California. 

Each  partnership  interest  was  re- 
quired to  put  up  $25,000  a  year  for 
two  consecutive  years,  1975  and 
1976.  The  writeoffs  from  taxable 
income  were  a  shade  less  than 
$25,000  per  year,  with  the  balance 
coming  in  the  third  year.  For  an 
investor  in  the  50%  bracket,  then, 
the  net  investment  was  $25,000. 
There  was  little  cash  return  until 
1981,  when  the  property  was  sold. 


At  that  point,  each  partnership  in- 
terest received  a  tidy  $175,921.  On 
that,  each  had  to  pay,  again  assum- 
ing a  50%  bracket,  about  $46,000 
in  taxes.  Internal  rate  of  return:  a 
very  handsome  29%.  But  remem- 
ber: This  was  a  particularly  propi- 
tious deal,  and  it  required  tying  up 
part  of  the  money  for  six  years.  Not 
many  deals  work  out  this  well. 
Moral:  Sometimes  it  pays  to  pay 
the  tax  —  J.A.B. 
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If  you're  worried 

child's  safety 


No  other  company  transports  as  many 
children  to  and  from  school  as  ARA. 
That's  why  no  other  company  goes  to  such 
lengths  to  make  sure  they  arrive  safely. 

Like  the  rest  of  us,  America's  schools  are 
reeling  from  the  effects  of  inflation.  Salaries 
and  costs  keep  rising,  while  revenues  keep 
skrinking.  How  can  our  schools  make  ends 
meet-without  compromising  the  education 
and  well-being  of  the  children  we  entrust  to 
them? 

One  way  is  to  get  more  for  their  transporta- 
tion dollars.  That's  one  reason  why  more  and 
more  local  districts  are  turning  to  ARA  con- 
tract transportation.  And  discovering  that  ARA 
cost-efficiency  also  brings  with  it  even  safer  and 
more  reliable  performance  than  ever  before. 

Over  550,000  children  every  day. 

By  concentrating  on  the  basics -safety, 
training,  maintenance  and  dependability- 
ARA  has  become  the  nation's  largest  school 
bus  contracting  company.  Every  day,  in  a  dozen 
different  states,  ARA  drives  over  550,000 
children  to  school.  And  home. 

As  the  leader  in  this  highly  competitive 
field,  ARA  bears  the  largest  share  of  respon- 
sibility for  making  sure  that  every  one  of  these 
children  is  as  safe  as  possible.  Here's  how 
we're  doing  it: 

Standards  exceed  legal  requirements. 

The  people  of  ARA  Transportation  never 


BUS  STOP 


ibout  your 
you're  not  alone. 


forget  that  every  one  of  their  customers  is 
someone's  child  (and  often  their  own).  It's  a 
very  special  responsibility.  To  meet  it,  ARA 
has  set  up  some  of  the  most  comprehensive 
training  programs  in  the  industry.  With  stand- 
ards that  always  meet-and  usually  exceed- 
state  and  local  requirements. 

These  training  programs  cover  every  aspect 
of  school  bus  operations.  From  management 
on  down. 

A  unique  course  for  supervisors. 

To  enable  them  to  fully  understand  opera- 
tions and  be  able  to  cope  with  every  conceiv- 
able problem,  all  ARA  supervisors  are  given 
an  intensive,  six-month  training  program. 

Also,  all  supervisors  take  the  company's 
driver  training  program  and  are  required  to 
pass  an  on-the-road  exam  and  qualify  for  an 
operator's  certificate. 

Equipment  safety  equally  vital. 

Although  our  maintenance  personnel  come 
to  their  jobs  already  fully  qualified,  ARA  re- 
quires them  to  take  special  training  to  become 
thoroughly  familiar  with  ARA's  methods, 
equipment  and  goals-especially  safety. 

And,  since  properly-functioning  equipment 
is  so  vital  to  safety,  ARA  maintenance  standards 
are  especially  stringent.  In  addition  to  its 
daily  vehicle  checks,  ARA  inspects  over  130 


different  items  on  every  bus  at  least  once  a 
month. 

Few  states  require  this  kind  of  thoroughness; 
few  companies  provide  it. 

An  unmatched  driver  training  program. 

But  the  greatest  responsibility  of  all  is  borne 
by  ARA's  drivers.  That  is  why  ARA  has  created 
a  driver  training  program  that  is  considered 
a  model  for  the  industry. 

Each  driver  is  extensively  trained  in  defen- 
sive driving,  safety  awareness  and  related 
subjects.  Further,  drivers  who  transport  special 
education  students  are  given  added  training 
in  understanding  the  needs  of  handicapped 
children.  And  all  drivers  are  regularly  moni- 
tored and  evaluated. 

On  time  performance. 

ARA  sets  standards  for  reliability  as  well. 
Our  on-time  record  is  already  outstanding; 
when  our  new  computerized  routing  system 
goes  into  effect,  we  hope  to  achieve  99% 
on-time  performance.  ARA  is  proud  of  the 
record  it  has  achieved  for  safety,  reliability, 
and  efficiency.  Our  goal  is  to  make  that  record 
even  better. 

After  all,  can  our  children  ever  be  safe 
enough? 

For  more  information  write:  ARA  Services, 
Inc.,  Dept.  A,  Independence  Square  West, 
Philadelphia,  PA  19106. 
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Health  Care  Services 

Textile  Rental  and 
Maintenance  Services 
rood  and  Refreshment  Services 
Transportation  Services 
Distributive  Services 


At  the  cutting  edge  of  change. 


Where  most  people  see  problems,  C.C.  Wei 
sees  an  opportunity  for  low-risk  prof  its. 


A  tale  of 
three  ships 


By  Pamela  Sherrid 


ONCE  UPON  A  TIME — in  1969  to 
be  precise — lots  of  people  were 
excited  about  the  prospect  of 
importing  liquefied  natural  gas  from 
Algeria.  The  El  Paso  Co.,  a  Houston- 
based  pipeline,  began  a  multibillion- 
dollar  project  that  involved  massive 
processing  facilities,  the  construction 
of  nine  state-of-the-art 
tankers  at  a  cost  of  $1.2 
billion  and  the  ceremonial 
signing  of  a  25-year  supply 
contract. 

The  deal  began  to  fall 
apart  in  1979,  when  the 
Algerians  raised  the  price 
for  their  gas,  and  last  year 
El  Paso  took  a  $365  mil- 
lion writedown.  But  don't 
think  the  story  is  over.  In 
any  disaster  of  this  size, 
there  are  bound  to  be  lu- 
crative opportunities  in 
the  rubble. 

This  particular  tale  cen- 
ters on  three  of  El  Paso's 
huge  LNG  carriers,  the 
Columbia,  Cove  Point  and 
Savannah.  They  were  built 
at  Ogden  Corp.'s  Avon- 
dale  Shipyards  in  New  Orleans  at  a 
cost  of  $309  million.  The  ill-fated 
ships  were  nearly  completed  in  1979 
but  were  never  fit  to  go  to  sea.  During 
a  gas  trial,  thousands  of  cracks — some 
hairline,  some  inches  wide — sprang 
open  in  the  foam  insulation  of  the 
Savannah.  Because  warming  LNG  can 
explode,  that  was  very  bad  news. 

Ironically,  however,  these  three 
crippled  tankers  soon  turned  into  the 
brightest  objects  on  the  horizon  for  El 
Paso.  Think  of  the  company  as  a  can- 
dy-store owner.  When  business  is 
good,  a  fire  seems  like  a  disaster.  But 
if  the  neighborhood  is  going  downhill, 


flames  are  a  godsend  because  they 
bring  a  check  from  the  insurance 
company. 

In  1980  Lloyd's  of  London  agreed  to 
pay  $300  million  on  the  tankers,  the 
biggest  marine  settlement  ever. 
Avondale  and  Kaiser  Aluminum, 
which  supplied  the  LNG  contain- 
ment system,  are  still  suing  each  oth- 
er. El  Paso,  meanwhile,  got  $90  mil- 


We  El  Paso  Savannah  under  construction 
Financing  that  is  "cute — very  cute." 


lion  of  the  Lloyd's  cash.  The  remain- 
ing $210  million,  payable  over  three 
years,  is  pledged  to  a  security  fund  to 
back  government-guaranteed  bonds 
that  were  sold  to  finance  the  ships. 

These  bonds,  however,  were  issued 
at  about  9%,  and  several  sharp-eyed 
Wall  Streeters  who  have  been  buying 
them  are  demanding  their  money 
back  right  now.  El  Paso  and  the  Mari- 
time Administration  (MarAd)  have 
different  ideas.  The  company  has 
managed  to  find  a  buyer  for  the  three 
defective  tankers  while  the  six  per- 
fectly good  ones — built  by  Tenneco's 
Newport  News  Shipbuilding  and  a 


French  company — are  still  for  sale  in  a 
glutted  market. 

The  man  who  wants  the  Avondale 
tankers  is  C.C.  Wei,  a  Chinese-born, 
Houston-based  shipowner  (see  box,  p 
116).  His  low-profile  Falcon  Group 
has  a  reputation  in  shipping  circles  for 
making  money  where  others  see  only 
problems.  In  February,  with  the  bless- 
ing of  the  U.S.  government,  Wei  (pro- 
nounced way)  acquired  two  of  the 
Avondale  ships  and  got  an  option  for 
the  third.  His  plan  is  to  remove  the 
LNG  cold-storage  equipment  and  to 
convert  the  tankers  to  bulk  carriers 
for  oil,  grain  and  coal.  The  financial 
arrangements  are  "uniquely  creative 
and  complex,"  says  one  expert,  "and 
cute — very  cute." 

The  agreement  goes  like  this:  For 
each  ship,  Wei  gives  El  Paso  $37  mil- 
lion in  notes  and  also  assumes  the 
liability  for  $75  million  in  outstand- 
ing bonds.  Wei  pays  out  not  a  penny 
in  cash  but  gets  use  of  the  $210  mil- 
lion in  insurance  money.  Nice  deal. 
He  trades  paper  for  ships  and  cash.  He 
will  use  some  of  the  cash  to  refit  the 
ships  and  plans  to  operate  each  vessel 
in  a  new  company  called  Phoenix — 
named  for  the  mythical  bird  that  rose 
from  its  ashes. 

El  Paso,  meanwhile,  is 
freed  from  the  obligation 
to  contribute  the  sale  pro- 
ceeds to  the  security  fund 
and  gets  some  cash.  That 
money  comes  from  Wei's 
sale  of  tax  benefits  in  a 
leasing  arrangement  with 
Atlantic  Richfield.  Even- 
tually, that  will  pay  near- 
ly one-third  of  the  sum 
due  on  his  notes  to  El 
Paso.  The  rest  will  be  re- 
tired by  a  share  of  Wei's 
operating  profits — if  any. 

The    MarAd  bureau- 
crats, who  had  to  approve 
this  transaction,  are  de- 
lighted with  Wei's  goal  of 
converting    the  tankers 
and     using     them  to 
strengthen  the  U.S.  fleet.  But  the 
agency  also  has  big  worries  about  El 
Paso's  other  shipping  adventures.  The 
three  LNG  ships  that  were  built  by 
Newport  News  also  carry  govern- 
ment-guaranteed debt.  The  El  Paso 
subsidiaries  that  own  these  vessels 
have  no  recourse  to  their  parent  com- 
pany, and  their  money  will  run  out 
this  fall.  MarAd's  potential  liability  is 
about  $200  million. 

To  ease  that  burden,  MarAd  gets  a 
crumb  in  the  Wei  deal  too.  If  El  Paso 
hasn't  found  a  use  for  the  three  other 
ships  by  the  fall,  part  of  its  cash  pro- 
ceeds from  the  Avondale  ships  may  be 
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Black  &  Decker's 
540  mph  power  tool. 


For  millions,  Black  &  Decker  js  power. 
Rugged,  efficient  power.  And  when  Black  & 
Decker  travelers  take  to  the  air,  they  board  their 
Learjet  —  a  rugged  power  tool  which  flies  nine 
miles  per  minute.  At  an  efficient  three  miles  per 
gallon  of  fuel. 

With  unmatched  reliability.  Their  on-time 
departure  record  over  five  years  of  operations  is 
an  impressive  98  percent.  Whether  making  short 
trips  from  their  Baltimore  base  to  East  Coast  plant 


locations,  or  returning  nonstop  from  Los  Angeles. 

A  Learjet  might  be  the  perfect  power  tool  to 
help  build  your  business,  too.  To  find  out  more, 
call  Mackie  Mott,  our  vice  president  for  U.S. 
sales,  or  John  Benson,  vice  president  for 
international  sales.  They're  both  at  (602) 
294-4422. 

Gates  Learjet  Corp.,  P.O.  Box  11186,  Tucson, 
Arizona  85734  U.S.A.  Telex:  666408 


GatesLearjet 

Prepared  for  a  dynamic  decade. 


used  to  pay  the  debt  on  the  Newport 
News  ships.  In  addition,  MarAd 
might  receive  some  of  the  money  Wei 
brings  in  from  selling  the  LNG  stor- 
age tanks  on  the  Avondale  vessels. 

That  leaves  everybody  happy — ex- 
cept the  bondholders,  who  arc  threat- 
ening to  sue.  "It's  a  sweetheart  deal," 
says  Thomas  Kempner,  a  trader  at 
Loeb  Partners.  He  argues  that  since 
the  insurers  paid  $300  million  in 
claims,  the  situation  amounts  to  a 
total  loss.  And  if  that's  the  case,  then 
the  trust  indenture  requires  the  issuer 
to  redeem  the  debt  at  par. 


Creditors  would  love  this:  The  bonds 
on  the  Avondale  ships  are  now  selling 
at  about  70  cents  on  the  dollar — but 
news  gets  around  fast.  One  California 
money  manager,  for  example,  has 
bought  $15  million  of  the  bonds  be- 
cause of  the  speculative  kicker.  So 
many  of  the  El  Paso  obligations  have 
moved  from  sleepy  to  active  hands  that 
they  already  demand  a  premium  over 
comparable  issues. 

El  Paso  and  MarAd,  however,  are 
settling  in  for  a  fight.  "These  ships 
didn't  sink — and  that's  just  too  bad  for 
the  bondholders,"  says  David  Mackie, 


the  corporation's  senior  vice  presi- 
dent in  charge  of  winding  down  LNG 
operations. 

While  the  lawyers  argue,  however, 
Wei  is  readying  two  tankers  for  the 
journey  to  Korea,  where  the  conver- 
sion work  will  be  done.  Why  only 
two?  The  third  vessel  ran  aground  in 
a  storm  off  Nova  Scotia  in  December 
while  El  Paso  still  owned  it.  But  Wei 
isn't  worried.  If  the  insurance  men 
decide  it  isn't  salvageable,  they  will 
just  pay  off  again.  Then  Wei  might 
get  another,  even  more  promising 
opportunity.  ■ 


A  winning  hand  in  cards  and  business 


1  If  f  j 


[ost  men  succeed  by  doing 
what  other  people  do — just 
doing  it  a  little  better  or  a  little 
faster.  C.C.  Wei  does  things  differ- 
ently. Consider  his  approach  to 
bridge,  a  game  he  plays  extremely 
well.  Wei  didn't  sharpen  his  skills 
using  standard  conventions.  In- 
stead he  developed  an  entirely  new 
bidding  language — the  precision 
club  system — that  is  now  popular 
in  tournaments  around  the  world. 

Wei  brings  the  same  kind  of  cre- 
ativity to  business.  Today  most 
shipowners  operate  under  flags  of 
convenience  to  minimize  govern- 
ment interference  and  take  advan- 
tage of  lower  crew  costs.  Not  Wei. 
His  nine  vessels  are  all  U.S.  regis- 
tered, and  he  is  one  of  the  few 
domestic  carriers  actively  adding 
tonnage.  "Many  people  see  the 
government  as  an  adversary,  but 
Wei  makes  them  his  partner,"  says 
William  Pope,  an  investment 
banker  at  Warburg  Paribas.  Some 
competitors,  in  fact,  think  that 
partnership  is  too  close.  They  are 
suing  over  some  of  Wei's  govern- 
ment subsidies. 

A  master  at  exploiting  U.S.  poli- 
cies, Wei  was  born  in  China  around 
1915.  He  came  to  the  U.S.  from 
Shanghai  in  1942  to  work  for  Chiang  Kai-shek's  govern- 
ment and  launched  his  shipping  career  by  helping  to  get 
oil  from  the  Middle  East  to  an  embattled  Taiwan.  Wei 
traded  on  his  Nationalist  Chinese  ties  as  manager  of  a 
U.S.  shipping  firm  until  1960,  when  he  became  an 
independent  owner.  Today  his  fleet  is  worth  over  $250 
million,  not  counting  his  acquisitions  from  El  Paso. 

Based  in  Houston,  Wei  is  part  traditional  Chinese  and 
part  Texas  wheeler-dealer.  He  occasionally  meditates 
for  an  hour  in  the  morning.  Business  associates  say  that 
may  well  account  for  his  flexibility.  "When  confronted 
with  a  problem,  he  has  no  preconceptions,"  says  one. 
"His  mind  roams  freely,  seeking  opportunities."  Wei's 
partner  and  attorney,  Reed  Wasson,  handles  the  tax  and 
regulatory  complexities  of  their  deals. 

Shipping  experts  see  similarities  on  a  smaller  scale 


:■' 

II    ( i ; 

i. 

I 

\ 

^  Mi 

Falcon  Group's  C.C. 

"When  confronted  with  a  problem,  his  mind  roams  freely. 


between  Wei  and  two  legendary  sea  lords.  Like  D.K. 
Ludwig,  he  has  a  knack  for  arranging  financing  with 
minimal  equity.  And  like  Y.K.  Pao,  who  worked  closely 
with  the  Japanese,  he  doesn't  put  a  premium  on  inde- 
pendence. "Freedom  is  not  what  I  am  asking  for,"  Wei 
explains.  "Success  of  a  project  is  what's  important,  and 
outside  restrictions  can  help  bring  success." 

Wei  mixes  work  and  play  very  effectively.  While  his 
ties  are  to  Taiwan,  his  wife,  Katherine,  a  world  champi- 
on bridge  player  in  her  own  right,  has  good  connections 
on  the  mainland.  So  in  1981,  soon  after  the  U.S.  and 
China  signed  a  maritime  treaty,  one  of  Wei's  ships  paid 
the  first  visit.  Katherine  was  on  hand,  and  she  quickly 
became  a  favorite  bridge  partner  of  Vice  Chairman 
Deng  Xiaoping.  "We  lost  a  little  money,  but  the  trip 
served  its  purpose,"  her  husband  recalls. — P.S. 
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The  following  pages  offer  potentially  profitable  investment 
information  which  is  available  free  to  FORBES  readers. 

One  of  the  best  ways  to  evaluate  a  corporation's  future  earnings  potential  is  through  the 
careful  analysis  of  its  annual  report.  These  reports  contain  a  wealth  of  revealing  information 
which  the  discerning  investor  uses  as  a  valuable  tool  for  investment  planning.  The  companies 
participating  in  this  advertising  section  are  offering  Forbes  readers  a  fast  and  easy  way  to 
obtain  these  corporate  annual  reports — without  obligation. 

To  receive  any  of  the  annual  reports  advertised  in  this  special  section,  simply  circle  the 
numbers  of  those  companies  that  interest  you  on  the  postpaid  reply  card  provided.  All 
requests  will  be  processed  by  Forbes  and  forwarded  directly  to  the  companies  involved,  who 
will  send  you  their  reports.  Please  allow  a  reasonable  amount  of  t«me  for  processing. 


lion  Bridge,  AMCA 
inges.  Listing:  AMCA  Int. 


AMCA  International 

During  the  past  decade  this  diversified 
international  company  enjoyed  com- 
pound annual  growth  of  23%  in  sales 
($1.6  billion  in  1981)  and  31%  in  operat- 
ing income  ($69  million).  Dividends  es- 
sentially kept  pace.  AMCA  is  engaged 
principally  in  the  manufacture  and 
worldwide  marketing  of  heavy  industri- 
al and  construction  steel-based  prod- 
ucts, and  engineering  and  construction 
services.  Formed  100  years  ago  as  Do- 
is  traded  on  Toronto  and  Montreal  ex- 


Alcan  Aluminium 
Limited 

Alcan  is  the  most  international  of  the 
large  aluminum  companies.  Our  world 
headquarters  is  in  Montreal,  Canada.  In 
response  to  investor  interest,  we  are 
pleased  to  present  our  1981  annual  re- 
port, which  is  designed  to  provide  you 
with  essential  information  about  Alcan. 
Its  goal  is  to  inform  the  investing  public 
in  such  important  dimensions  as  our 
philosophies,  our  planning,  our  renewed 
dedication  to  technological  innovation.  Alcan  employs  over 
66,000  people  in  over  one  hundred  countries,  a  growing  family  of 
resource  and  opportunity.  To  learn  more  about  Alcan,  we  invite 
you  to  send  for  our  '81  Annual  Report. 


AMP  Incorporated 

Over  15%  compound  annual  growth  rate 
in  sales,  earnings  &  dividends  for  30 
years.  1981  sales  up  7%,  earnings  up  9%. 


Sales(Mil) 

EPS 

Div." 

1981 

$1,234 

$3.75 

$1.20 

1980 

1,155 

3.44 

1.00 

1979 

1,013 

3.35 

.76 

1974 

482 

1.23 

.33 

1969 

211 

.66 

.16 

'Increased  17%  to  an  indicated  annual  rate  of 
$1.40/share  January  1982. 
tad  Diversification — World's  leading  producer  of  electrical/elec- 
nic  connection  and  switching  devices — 75,000  types  and  sizes, 
000  customers  (manufacturers,  distributors,  retailers, 
lities,  transportation  field,  etc.).  Subsidiaries  and  ry 
nches  in  25  countries  (AMP— N.Y.S.E.)  C 


Allis-Chalmers 
Corporation 

A  special  machinery  company  with  di- 
versified, high  technology  capabilities 
to  meet  basic  worldwide  needs  for  ener- 
gy, food,  water,  clean  air  and  minerals. 
The  Annual  Report  discusses  progress 
of  the  Company's  coal  gasification  pro- 
gram and  describes  additional  special- 
ized technologies  to  serve  growth  op- 
portunities of  the  1980's. 
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American  Agronomics 
Corporation 

American  Agronomics  Corporation  is  a 
vertically  integrated  citrus  products 
manufacturer  controlling  approximately 
25,000  acres  of  citrus  groves  of  which 
9,500  is  owned  by  the  Company.  With- 
in this  property  is  the  world's  largest 
contiguous  grove  covering  42  square 
miles.  In  addition  to  growing  fruit,  the 
Company  processes  and  packages  a  full 
line  of  citrus  juice  and  drink  products, 
which  are  sold  both  domestically  and  internationally.  The  firm  is 
additionally  a  producer  of  plastic  products  and  distributes  con- 
sumer products  through  several  subsidiary  companies. 


American  Medical 
International 

AMI  owns,  manages  and  develops 
pitals  and  provides  health  care  sen 
to  500  communities  throughout 
world.  Increased  utilization  of  AM 
cilities  and  services  resulted  in  re 
earnings  of  $50.8  million  or  $2.4C 
share  on  revenues  of  $1.1  billioi 
Fiscal  1981.  Recent  acquisitions  of 
att  Medical  Enterprises  and  Brookv 
Health  Services,  together  with  st 
internal  growth,  should  ensure  a  continuation  of  25-30%  earn 
gains  over  the  next  few  years. 


American  Business 
Products,  Inc. 

American  Business  Products,  Inc.  is  one 
of  the  nation's  leading  producers  of 
printed  business  supplies.  The  company 
had  record  sales  of  $209.8  million  in 
1981,  representing  the  43rd  consecutive 
year  of  sales  increases.  During  the  past 
decade,  sales  have  increased  at  a  com- 
pounded annual  growth  rate  of  16%  and 
net  income  at  20%.  Dividends  have 
been  increased  for  25  consecutive  years. 
NYSE:  ABP 


American  Motor 
Inns,  Inc. 

American  Motor  Inns,  Incorporated 
erates  51  motels  and  restaurants  inc 
ing  49  operated  under  license  agreen 
with  Holiday  Inns,  Inc.,  Memphis, 
nessee.  A.M.I. 's  84%  owned  subsid. 
Universal  Communication  Systc 
Inc.,  is  one  of  the  largest  companie 
the  telephone  interconnect  field. 
1981  earnings  increased  33% 
$8,891,000  representing  a  19.85% 
turn  on  stockholders'  equity.  Earnings  for  the  first  six  month 
the  current  year  are  up  22%. 
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American  Electric 


Power  Company 

Nation's  largest  investor-owned  elec- 
tricity producer,  serving  7-million  peo- 
ple in  7  East-Central  states:  Indiana, 
Michigan,  Ohio,  West  Virginia,  Virgin- 
ia, Kentucky  and  Tennessee.  Last  year 
AEP  sold  1 13-billion  kilowatthours  of 
electricity,  about  88%  of  it  from  abun- 
dant American  coal.  AEP  paid  a  cash 
dividend  for  the  72nd  consecutive  year 
and  a  higher  dividend  payment  for  the 
29th  consecutive  year.  The  Company  has  a  qualified  dividend 
reinvestment  plan. 


American  Quasar 
Petroleum  Co. 

American  Quasar  Petroleum 
formed  in  1969,  is  an  oil  and  gas  ex 
ration,  production  and  developn 
company  headquartered  in  Fort  Wc 
Texas.  Domestic  acreage  holdings 
substantial,  including  portions  of 
states.  Wholly  owned  subsidiaries 
elude  Canadian-American  Resou 
Fund,  Inc.,  Can-Am  Drilling  Progra 
Inc.,  and  Quasar  Energy,  Inc.  Stocl 
traded  over  the  counter  under  the  symbol  AQAS. 


American  General 
Corporation 

American  General  is  the  nation's  15th 
largest  diversified  financial  corporation. 
It  operates  through  three  business  divi- 
sions— life  and  health  insurance,  proper- 
ty-liability insurance  and  other  finan- 
cial services.  The  year  1981  marked  the 
sixth  consecutive  year  in  which  new 
highs  were  reported  in  operating  results. 
Earnings  from  operations  totaled  $169 
million,  or  $6.54  per  share,  up  from 
$6.47  per  share  in  the  previous  year.  American  General  common 
stock  is  listed  on  the  NYSE.  The  symbol  is  AGC. 
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Analogic  Corporation 

Fiscal  Year      Sales    Net  Earnings 


Ended  July  31  ($000's| 
1977  $24,300 


($000's) 
$1,819 
3,020 
4,528 
6,030 
8,797 


1 


1978  35,146 

1979  48,615 

1980  67,010 

1981  82,860 
Analogic   Corporation   is   a  lead 
manufacturer  of  high-precision  inc 
trial  and  medical  signal  processing 
data  conversion  equipment  and 
terns.  In  general,  its  diverse  prodii 

couple  the  physical  (analog)  world  with  the  computational  |d 
tal)  world.  Over  the  past  five  years  sales  and  earnings  have  gra 
at  compound  annual  rates  of  36%  and  48%  respectively. 
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Anta  Corporation 


Anta  Corporation  reported  record  re- 
sults for  the  fiscal  year  ended  June  30, 
1981.  Earnings  from  continuing  oper- 
ations for  the  first  six  months  ended 
December  31,  1981,  were  52%  above 
the  same  period  a  year  ago.  Recently 
listed  on  the  New  York  Stock  Exchange 
(Symbol:  ANA),  Anta  has  four  operating 
subsidiaries  engaged  in  nursing  center 
services,  contract  drilling  services,  oil 
and  gas  exploration  and  production,  and 
'linum  building  products  manufacture.  At  December  31,  1981, 
\'s  ratio  of  current  assets  to  current  liabilities  was  3  to  1  and 
kholders'  Equity  was  $19  per  share.  (NYSE:  ANA) 

13 


Bank  of  Montreal 

Bank  of  Montreal,  a  major  international 
bank,  is  a  recognized  world  leader  in 
project  finance — both  energy  and  natu- 
ral resources,  loan  syndication  and  real 
estate  finance.  1981  assets — $63  billion; 
1981  earnings  per  share — $6.27;  current 
quarterly  dividend  rate — $0.49  per 
share.  Listed  on  major  Canadian  and 
London,  England  exchanges. 
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1981  Annual Report 
:ia  Public  Service  Company 


Arizona  Public 
Service  Company 

APS  is  the  largest  electric  and  gas  util- 
ity in  one  of  the  fastest  growing  states, 
with  revenues  of  $882  million,  earnings 
per  share  of  $3.26  and  15.1%  return  on 
common  equity  in  1981.  This  is  the 
sixth  consecutive  year  the  company  has 
increased  dividends  on  common  stock. 
Over  85%  of  APS'  1981  electric  system 
load  was  from  coal.  Nuclear  power  and 
coal  will  account  for  98%  of  the  com- 
pany's load  in  1990.  NYSE:  AZP 
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The  Bendix 
Corporation 
Annual  Report 

for  1981  Bendix 


The  Bendix  Corporation 


Bendix  reported  record  earnings  for  its 
11th  consecutive  year.  A  $4.4-billion 
supplier  of  aerospace-electronic,  auto- 
motive, and  industrial  products  and  ser- 
vices, Bendix  produced  strong  financial 
results  for  the  fiscal  year  ended  Septem- 
ber 1981.  Income  per  share  from  con- 
tinuing operations  (excluding  gains 
from  major  dispositions)  increased  42.3 
percent — from  $4.94  to  $7.03.  Income 
from  continuing  operations  increased 
52.4  percent — from  $134.2  million  to  $204.5  million.  Revenues 
increased  14.5  percent — from  $3.9  billion  to  $4.4  billion. 
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©ei  BALDOR  ANNUAL  REPORT 


Baldor 


Baldor  believes  it  has  been  the  fastest 
growing  marketer  and  manufacturer  of 
high  efficiency  industrial  electric  mo- 

ttf    (ixwrCTiS  tors  *n  t^ie  natl0n  over  tne  last  10  years, 

■p    were  we?  Net  sales  and  net  earnings  grew  at  com- 

W^,_  pound  rates  of  22%  and  32%  respective- 

ly, over  this  period.  Emphasis  is  on 
quality  improvement  and  productivity 
increases  and  marketing  motors  to  cus- 
tomer wants  and  needs.  1981  sales  were 
up  9.4%  to  $160  million,  while  net 
ime  and  earnings  per  share  rose  over  24%  and  22%,  respec- 
ly.  Financial  condition  of  the  company  is  strong.  Growth 
pects  look  excellent  and  are  presented  in  depth  in  the  1981 
nal  report. 
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Binney  &  Smith  Inc. 


Binney  &  Smith  Inc.  is  a  well  estab- 
lished company  with  a  high  degree  of 
consumer  loyalty  to  its  principal  prod- 
uct CRAYOLA®  crayons.  In  recent 
years,  the  company  has  greatly  in- 
creased its  emphasis  on  the  CRAYOLA 
trademark  by  rewording  and  repackag- 
ing many  items  sold  under  different 
names  with  the  CRAYOLA  name  and 
package.  Sales  in  1981  were  $120  mil- 
lion, up  30%  from  the  $94  million  re- 
corded in  1980.  Earnings  last  year  were  $8.75  million  up  80% 
over  1980  results  after  all  adjustments. 
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Bandag,  Incorporated 


i  $2.44 
arn  on 


Bandag  is  the  world's  leading  producer 
of  precured  tread  rubber  used  in  retread- 
ing tires,  primarily  truck  and  bus.  With 
over  1,000  franchised  dealers  world- 
wide, Bandag  provides  retreading  service 
to  transportation  markets  in  over  100 
countries.  Sales  and  earnings  from  con- 
tinuing operations  reached  record  high 
levels  in  1981.  Sales  of  $312,500,000 
were  11%  higher  than  1980,  while  earn- 
ings per  share  of  $2.76  were  up  13% 
.  Dividends  of  $.80  per  share  increased  14%  from  1980. 
shareholders'  equity  was  20%. 
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Brock  Exploration 
Corporation 


Brock  is  an  independent  oil  and  gas 
exploration  company  that  raises  capital 
through  drilling  programs.  Since  1972, 
almost  10,000  investors  have  subscribed 
approximately  $90  million  through 
these  limited  partnerships.  During 
1981,  corporate  revenues  increased  36% 
to  $7,845,000;  with  a  net  earning  in- 
crease of  38%  to  $1,506,000.  Stock- 
holders' equity  increased  58%  to 
$4,796,000.  Working  capital  is  $3,297,000,  an  increase  of  116%. 
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Brush  Wellman  Inc. 

Beryllium  hydroxide  for  the  entire  free 
world  is  produced  by  Brush  Wellman. 
It's  a  50-year-old  company  for  which 
worldwide  technological  advances  have 
begun  to  converge  with  the  capabilities 
of  beryllium-containing  materials.  The 
Company  has  achieved  rapid  .growth 
over  the  past  10  years.  Net  income  and 
earnings  per  share  attained  compound 
growth  rates  of  approximately  17%. 
The  dividend  paid  has  increased  in  each 
of  the  past  six  years. 
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Cameron  Iron 
Works,  Inc. 

In  1981,  Cameron  Iron  Works, 
(NYSE:  CIW|  continued  its  record  ] 
in  growth  and  profitability  on  net  9 
of  $929  million  and  net  earnings 
$110  million.  Cameron  designs,  nn 
factures,  and  markets  a  broad  rang 
oil  tools,  ball  valves  and  forged  p| 
ucts,  and  supplies  international  mar 
with  products  for  the  oil  and  gas,  po 
generation  and  aircraft  industries. 


Bucyrus-Erie  Company 

In  1981,  Bucyrus-Erie  Company  entered 
new  markets  through  the  acquisition  of 
Western  Gear  Corporation,  a  manufac- 
turer of  aerospace  systems  and  compo- 
nents, and  machinery  for  petroleum, 
marine,  and  other  industries.  It  also 
signed  a  license  agreement  with  Mitsui 
Engineering  and  Shipbuilding,  Tokyo,  to 
make  and  sell  B-E  electric  mining  shov- 
els. Net  earnings  for  1981  were  $37.7 
million  ($1.84  per  share)  on  sales  of 
$496.4  million. 
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Canal-Randolph 
Corporation 

Canal-Randolph  is  a  nation-wide  ow 
developer,  and  manager  of  income 
ducing  real  estate  and  central  pu 
stockyards.  Stockyards  provide  cor 
tent  profits,  enabling  the  Company 
fund  its  real  estate  with  a  view  tow. 
long-term  capital  appreciation.  Tin 
renovations  and  aggressive  real  es 
management,  in  part  supported  by  c. 
flow  from  its  stockyards,  accelen 
real  estate  profits  in  recent  years.  Revenues  for  1981  incres 
16%  to  $42.6  million,  and  net  income  rose  36%  to  $2  milhor 
$1.30  a  share.  Dividend  payout  was  64  cents  a  share. 


CSX  Corporation 


Earnings 
Earnings 
(Per  Share) 
Total  Assets 


1981 
$367.7  million 


1980 
$281.6  million 


$8.92  $7.13 
$8,066.9  billion  $7,523.1  billion 

CSX,  the  nation's  largest  transportation/ 
natural  resource  company,  had  a  record 
1981  despite  the  depressed  national 
economy  and  an  80-day  coal  miners' 
strike.  Its  railroads,  linking  22  eastern 
and  southern  states,  are  the  world's  larg- 
est hauler  of  coal  and  phosphates,  and 
serve  37  Atlantic,  Gulf  and  lake  ports.  CSX's  five-year  projection 
calls  for  a  minimum  compound  earnings  growth  rate  of  between  15 
and  20  per  cent  a  year.  Additional  holdings  include  coal,  oil,  natural 
gas,  aviation,  land  development,  timber,  publishing  and  resort 


Capital  Southwest 
Corporation 

As  a  publicly-owned  company  activ' 
the  venture  capital  investment  busir 
for  more  than  twenty  years,  Cap 
Southwest  has  developed  an  investrr 
strategy  and  a  diversified  portfolio 
tended  to  achieve  capital  appreciai 
for  both  large  and  small  sharehold 
During  the  five-year  period  ended 
cember  31,  1981,  net  assets  per  st 
increased  from  $5.09  to  $18.12 — a  ci 
pound  annual  growth  rate  of  29%. 


properties. 
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Callahan 

OUahM 

Callahan  Mining 
Corporation 

Silver  is  Callahan's  major  income 
source  and  one  of  its  prime  exploration 
targets.  At  the  Caladay  project  in  Idaho, 
deep-shaft  silver  exploration  is  under- 
way adjacent  to  the  Company's  Galena 
mine,  the  largest  U.S.  silver  mine  in 
recent  years.  Natural  gas  and  oil  are 
also  important  resource  interests.  In  ad- 
dition, Callahan  owns  The  Flexaust 
Company,   a   major   manufacturer  of 


CtnM  UaMmBwgy  Corporation 
Central  Louisiana  Energy  Corporation 
Central  UxiaianB  Energy  Corporation 
Central  Louisiana  Energy  Corporation 

Centra*  Loutsana  Enorgy  Corporaikxi 
Central  \jxmxw*  Energy  Corpwatwn 

Centra)  Lowwata  Energy  CtMporMm 

Celerm 
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lightweight  flexible  hose  and  duct  for  industrial  use. 


Celeron  Corporation 

Celeron  Corporation  is  the  new  M, 
which  shareholders  of  Central  Lou 
ana  Energy  Corporation  (NYSE-C 
will  be  asked  to  approve  at  their  arm 
meeting  in  April  1982.  The  Compan 
1981  results  enhanced  an  already  I 
standing  record  of  progress,  with 
income  from  continuing  operations 
creasing  37%  over  the  prior  year. 
Company's   main   businesses  invfl 
natural  gas  pipelines  and  oil  and 
exploration  and  production  activities 
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ZENTEL 


Centel 

The  new  logotype  on  Centel's  annual 
report  cover  symbolizes  continuing  ex- 
pansion in  high-growth  areas,  including 
business  systems,  cable  television  and 
communications-related  products.  Cen- 
tel's broader  base  also  is  reflected  in  the 
proposed  name,  Centel  Corporation,  to 
be  voted  on  at  the  April  30  shareholders 
meeting.  Last  year  Centel  achieved  rec- 
ord revenues  of  $1.02  billion,  14%  over 
1980.  Net  income  rose  13.7%  over  the 
vious  year,  while  earnings  per  share  were  up  12.5%. 
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Colt  Industries 

Colt  Industries  is  a  diversified  industri- 
al products  company  with  annual  sales 
in  excess  of  $2  billion.  Its  customers  are 
the  leading  companies  in  the  nation's 
automotive,  manufacturing,  metalwork- 
ing,  aerospace,  transportation,  public 
utility,  defense,  communications,  food 
and  chemical  processing,  and  petroleum 
industries.  In  1981,  Colt  Industries 
achieved  the  highest  sales  and  second 
highest  earnings  in  its  history,  testimo- 
ny to  the  breadth  and  strength  of  the  company's  earnings  base. 
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Central  Reserve 
Life  Corporation 

Central  Reserve  Life  has  become  the 
"Preferred  Company"  through  innova- 
tive insurance  products  offering  maxi- 
mum coverage  at  minimum  cost  to  pre- 
ferred risk  groups.  The  Company  has 
systematically  expanded  its  line  of  pre- 
ferred concept  products  and  expanded 
geographically  into  17  additional  states. 
In  1981,  for  the  5th  consecutive  year, 
CRL  has  reported  record  results  in  total 
premiums,  net  income  and  assets. 
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Community  Psychiatric 
Centers 

Community  Psychiatric  Centers  is  en- 
gaged in  two  lines  of  business:  the  own- 
ership and  operation  of  acute  psychiat- 
ric hospitals  and  the  operation  of  a 
chain  of  outpatient  dialysis  centers. 

Earnings  per  Share 
1977     1978     1979     1980  1981 
$.38      $.54      $.70      $.85  $1.17 
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Chesebrough-Pond's 
Inc. 

Chesebrough-Pond's  achieved  its  26th 
consecutive  year  of  consistent  profitable 
growth  in  1981.  Net  income  increased 
14.6%  to  $114.8  million.  Sales  rose 
10.8%  to  $1.53  billion.  Leading  brand 
names  for  this  diversified  worldwide 
marketer  of  consumer  products  for  the 
family  include:  Ragu,  Health-tex,  Bass, 
Weejuns,  Pond's,  Adolph's,  Vaseline, 
Cutex,  Intensive  Care,  Cachet,  Wind 
ng,  Aviance,  Chimere,  Prince  Matchabelli,  Q-tips,  Aziza  and 
ve. 
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Consolidated 
Freightways,  Inc. 


Consolidated  Freightways,  Inc.  operates 
the  most  extensive  motor  freight  sys- 
tem in  North  America  and  is  a  domes- 
tic and  international  air  freight  forward- 
er. In  1981  the  company  sold  its  manu- 
facturing subsidiaries  and  is  now 
concentrating  on  the  transportation 
business  with  record  results.  Revenues 
from  continuing  operations  in  1981 
were  $1,144  billion,  while  income  was 
$63.9  million,  or  $4.81  a  share.  Net  income,  including  extraordi- 
nary items,  was  $141.2  million,  or  $10.63  per  share.  Dividend 
payout  was  $1.49  per  share. 
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Chieftain  Development 
Co.  Ltd. 

Exploring  for  oil  and  gas  in  Alberta,  the 
Gulf  of  Mexico,  Texas,  the  Williston 
Basin,  the  North  Sea,  Arabian  Gulf  and 
Australia,  Chieftain  participated  in  100 
wells  in  1981.  Record  gross  revenues  of 
$70  million,  cash  flow  of  $30  million, 
and  earnings  of  $12  million  were  report- 
ed. Gross  acreage  increased  71%  to  6.3 
million  (1.9  million  net)  acres  and  the 
undiscounted  value  of  reserves  in- 
creased 28%  to  $2.3  billion.  Listed  ASE, 
TSE,  MSE. 
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Cronus  Industries,  Inc. 


Cronus  Industries  (OTC — CRNS)  manu- 
factures and  markets  products  for  three 
industrial  segments.  These  include:  pre- 
engineered  metal  buildings  for  non-resi- 
dential construction;  heat  transfer 
equipment  for  electric  utilities;  and,  a 
diverse  line  of  agricultural  equipment. 
In  1981,  this  five-year-old  concern 
achieved  strong  gains  in  metal  buildings 
and  good  heat  transfer  results.  Sales  of 
$171.3  million  and  net  income  of  $3.3 
million  rose  significantly  from  1980.  Strengthened  management, 
broadened  market  shares  and  good  financial  structure  position 
Cronus  well  for  1982  and  beyond. 

36 


iRBES,  APRIL  26,  1982 


121 


LCrum  ,>nd  Fo#bIb» 


Crum  and  Forster 

Crum  and  Forster  is  an  insurance  hold- 
ing company  with  assets  of  over  $4 
billion,  and  operating  income  of  over 
$176  million  in  1981.  With  over  $1.6 
billion  of  net  written  premiums,  C&T 
ranked  15th  among  over  2,000  property- 
liability  insurers  in  the  United  -States. 
The  company's  high  earnings  and  divi- 
dend growth  rate  has  enabled  it  to  rank 
7th  among  the  Fortune  magazine  "50 
Largest  Diversified  Financial  Compa- 
nies" in  ten  year  total  return  to  stock- 
holders. 
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Electronics,  Missiles  £ 
Communications,  Inc. 

Electronics,   Missiles   &.  Communi 
tions,  Inc.  (EMCEE),  a  research  and 
gineering  firm,  manufactures  high-te 
nology  television  broadcast  equipm 
including  translators  for  low  power 
transmission,    MDS  transmitters 
pay-tv  or  "wireless  cable"  broadca 
and  1TFS  transmitters  for  two-way 
structional  television.  Active  in  b 
domestic   and   international  marki 
EMCEE  anticipates  record  sales  and  earnings  for  fiscal  19 
NASDAQ  SYMBOL:  ECIN 


Dennison  Manufacturing 
Company 

Dennison  serves  Retail  Systems,  Statio- 
nery Products/Systems,  Technical  Pa- 
pers, Industrial  Systems.  Its  balanced 
risk  approach — involving  established 
products  and  emerging  technologies — 
gives  shareholders  an  upside  potential 
for  their  investment  without  the  win- 
or-lose  character  of  a  single  product 
technology  company.  1981  sales  rose 
15.7%  to  a  record  $569,701,000  and 
earnings  rose  29.3%  to  $30,074,000,  also  a  record.  An  increase  of 
10.8%,  effective  March  1982,  was  the  eleventh  consecutive  annu- 
al dividend  increase. 
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Emery  Worldwide 


Emery  Worldwide,  traded  on  the 
as  Emery  Air  Freight,  is  one  of 
largest  air  shipping  companies,  ser 
ing  the  United  States,  Canada  and 
other    countries.    With    177  offi 
throughout  the  world,  Emery  offers 
widest  selection  of  air  freight  shipp 
services  available.   Founded   in  19 
Emery  Worldwide  has  virtually  doub 
its  revenue  every  five  years.  Dun 
1981  Emery  made  significant  capital 
vestments  in  aircraft  and  operating  facilities  to  sustain  stn 
growth  through  the  1980's. 
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Easco  Corporation 

Easco  Corporation  is  a  leading  producer 
of  mechanics'  and  other  hand  tools  for 
do-it-yourself  and  professional  markets 
and  is  one  of  the  nation's  largest  inde- 
pendent manufacturers  of  customized 
aluminum  shapes.  The  annual  report 
highlights  the  company's  significant  re- 
bound in  earnings,  its  acquisition  of  a 
major  supplier  of  tools  for  the  auto- 
motive aftermarket,  and  its  future  goals 
and  business  prospects. 
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Annual  Repurl  1981 


E|  Essex  Chemical 
Corporation 


"The  year  1981  was  the  best  in 
history  .  .  .  net  earnings  and  sales 
creased  .  .  .  earnings  per  share  impro 
after  adjusting  for  two  10%  stock  d! 
dends  paid  in  1981  ..  .  profits  fr 
automotive  chemicals  and  our  proi 
etary  bonding  systems  also  reached  r 
highs  .  .  .  we're  optimistic  about  the 
ture  and  expect  to  reflect  another  > 
of  improving  net  earnings." 


EDO  Corporation 


Produces  electronic  and  specialized 
equipment  for  military,  general  avi- 
ation, marine  and  industrial  markets. 
Principal  products:  sonar  equipment; 
mine  countermeasure  systems;  aircraft 
stores  ejection  mechanisms;  flight  in- 
struments, control  systems  for  general 
aviation;  piezoelectric  ceramic  compo- 
nents; acoustic-video  scanning  systems; 
fiber-reinforced  composite  components 
for  aviation  industry.  World-wide  mar- 
kets. $112-million  sales  produced  $3.3-million  net  earnings  in 
1981.  EPS:  $1.26.  Div:  $.38  plus  10%  stock.  (ASE). 
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Family  Dollar 
Stores,  Inc. 

Family  Dollar  (NYSE:  FDO)  contim 
its  profitable  growth  in  fiscal  1981 
currently  operates  more  than  500  v 
ety  discount  stores  in  ten  Southeast 
states.  Fiscal  1981  produced  record  s; 
of  $181.7  million  and  net  earnings 
$9.12  million,  both  up  9%,  and 
earnings  per  share  of  $1.47,  up  fr 
$1.37.  During  fiscal  1981,  42  stc 
were  added  to  the  rapidly  expanc 
chain,  and  55  to  60  new  stores  are  expected  to  be  opened  dui 
fiscal  1982. 
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Ferro  Corporation 

This  diversified  worldwide  company  is 
a  leader  in  the  development  and  produc- 
tion of  specialty  materials.  Each  of  the 
Company's  specialty  business  seg- 
ments— coatings,  colors,  ceramics,  ther- 
moplastics and  specialty  chemicals — 
serves  industrial  customers  with  a 
range  of  technically  advanced  materials. 
In  1981,  Ferro's  sales  were  at  record 
levels  and  earnings  were  $3.30  per 
share. 
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Galveston-Houston 
Company 

1981  was  another  record  year  for  Gal- 
veston-Houston Company  (NYSE-GHX) 
in  revenues,  earnings  and  earnings  per 
share.  Revenues  increased  52%  over 
1980  to  $221.7  million,  earnings 
climbed  114%  to  $22.6  million  and 
earnings  per  share  rose  95%  to  $3.80. 
Galveston-Houston  operating  units 
manufacture  and  market  products  and 
furnish  services  for  the  drilling  and 
workover  of  oil  and  gas  wells,  for  oil  and  gas  production,  pipeline 
and  processing  operations  and  for  the  mining  and  construction 
industries. 
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First  Interstate 
Bancorp 


First  Interstate  Bancorp,  the  8th  largest 
U.S.  banking  company  with  assets  of 
$37  billion,  is  the  country's  second  larg- 
est retail  banking  organization.  Operat- 
ing earnings  totaled  $246.5  million  for 
1981,  marking  the  6th  consecutive  year 
of  record  earnings,  and  ranking  First 
Interstate  first  in  return  on  assets  and 
second  in  return  on  equity  among  the 
nation's  15  largest  bank  holding  compa- 
>.  Earnings  have  grown  at  an  annual  compound  rate  of  21.5% 
r  the  past  5  years.  At  $1.99  a  share  paid  in  1981,  First 
estate's  dividends  were  up  11.2%  over  1980,  the  5th  increase 
12  months.  .  _ 
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Gannett  Co.,  Inc. 


Gannett,  the  nationwide  diversified  in- 
formation company,  had  record  rev- 
enues and  earnings  for  the  14th  con- 
secutive year  in  1981.  Net  income  rose 
14  percent  to  $172  million  on  revenues 
of  $1.36  billion,  a  13  percent  rise.  Gan- 
nett will  launch  USA  TODAY,  a  na- 
tional general-interest  daily  newspaper, 
this  year.  It  operates  85  daily  newspa- 
pers totaling  3.6-million  circulation,  7 
TV  and  13  radio  stations,  America's 
largest  outdoor  advertising  group,  and  news,  research,  marketing, 
video  and  satellite  services. 
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RightSafety 


FlightSafety 
International,  Inc. 

FlightSafety  International,  Inc.  (FSI- 
NYSE)  had  another  year  of  record  earn- 
ings and  revenues  in  1981.  Earnings  of 
this  aviation  and  marine  training  com- 
pany rose  37  per  cent  to  $19,083,900,  or 
$1.31  per  share,  adjusted  for  a  three-for- 
two  stock  split  in  October.  Revenues 
increased  26  per  cent  to  $68,039,800. 
Customer  total  rose  to  1,850  from  1,600 
at  1980  year  end.  The  company  operates 
learning  centers  in  North  America  and  Europe. 
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Gearhart  Industries,  Inc. 


Gearhart  Industries,  Inc.  continues  as  a 
leader  in  technology  incorporating  hy- 
brid microelectronics  in  their  logging 
tools  and  applying  advanced  environ- 
mental testing  to  equipment.  Research 
and  development  also  continue  to  deliv- 
er more  sophisticated  instruments 
while  highly  trained  Gearhart  engineers 
and  support  teams  log  and  perforate  oil 
and  gas  wells  worldwide.  A  sharp  com- 
petitive edge  has  been  the  key  to  their 
substantial  growth  in  the  wireline  service  industry. 
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Frank's  Nursery  & 
Crafts,  Inc. 


Frank's  Nursery  &.  Crafts,  Inc.  reported 
record  sales  and  record  earnings  for  the 
eighth  consecutive  year  in  1981.  Frank's 
is  a  specialty  retailer  selling  plants, 
bulbs  and  seeds,  lawn  and  garden  sup- 
plies and  equipment,  "open  stock"  craft 
merchandise  and  Christmas  trim,  deco- 
rations and  trees  through  a  chain  of  90 
Frank's  Nursery  &  Crafts  stores  in  15 
metropolitan  markets  in  Michigan, 
io,  Indiana,  Illinois,  Minnesota  and  Maryland.  Frank's  com- 
n  stock  has  paid  a  cash  dividend  since  1966  and  during  the 
t  five  years  has  increased  at  a  compound  rate  of  14%. 
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Genisco  Technology 
Corporation 

Genisco  is  a  high  technology  company 
providing  computer  graphics,  computer 
peripherals  and  related  electronic  prod- 
ucts, systems  and  services  to  the  ener- 
gy, aerospace,  defense,  telecommunica- 
tions, process  control  and  other  indus- 
tries. 1981  revenues  increased  33%  to 
$23.3  million  while  net  income  rose  to 
$1.2  million.  Bookings  reached  a  new 
high  of  $31.0  million  generating  a  firm 
backing  of  $18.2  million.  Shareholder  equity  reached  $5.7  million 
on  a  gain  of  37.3%  from  the  prior  year.  Genisco  is  traded  on  the 
American  and  Pacific  Coast  Stock  Exchanges  under  the  Symbol 
GES.  52 


Genisco 
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Georgia-Pacific 

Although  sales  were  up  eight  percent, 
to  $5.4  billion  in  1981,  our  net  income 
slipped  to  $160  million  from  $243  mil- 
lion in  1980.  Having  invested  $3  billion 
in  facilities  and  resources  over  the  past 
five  years,  however,  places  Georgia-Pa- 
cific in  an  advantageous  position  -when 
the  economy  stabilizes.  For  a  copy  of 
our  1981  Annual  Report,  write  Mr. 
Richard  Good,  Georgia-Pacific  Bldg., 
900  SW  5th  Avenue,  Portland,  Oregon 
97204.  (503)  248-7510. 
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Grow  Group,  Inc 
Annual  Report 


Grow  Group,  Inc. 

Financial:  •  Outstanding  performan) 
of  Marine  Group  helps  yield  record  26j 
increase  in  earnings  for  6  months  en 
ing  Dec.  '81.  •  Sales  since  1961  i| 
creased  from  $10mm  to  $230mm.  • 
consecutive  cash  dividends  and  1431 
in    stock    dividends    paid.  Ventura 

•  ENVIRO-SPRAY^  dispensing  syste) 
under  evaluation  for  new  product  intrj 
ductions     by     major  corporation 

•  THERMALJET®  cooked  poultry  nd 


being  test  marketed  by  three  restaurant  chains. 


Geosource  Inc. 

Geosource,  headquartered  in  Houston, 
Texas,  serves  the  worldwide  petroleum 
industry  with  over  200  high  technology 
products  and  services  in  more  than  40 
countries.  The  company's  remarkable 
growth — from  $49  million  in  sales  in 
1973  to  almost  $731  million  in  sales  in 
1981 — is  evidence  its  plan  is  on  target. 
Net  income  for  1981  was  $59  million 
and  earnings  per  share  were  $4.06.  Re- 
turn on  stockholders'  equity  was 
29.8%.  (NYSE:  GSE) 
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Gulf  Energy  Corporatioi 

Gulf  Energy  Corporation  (NASDA 
symbol  GFEC)  was  reorganized  in  fisc: 
1977.  Revenues  have  increased  from  at 
proximately  $6,500  for  fiscal  1976 
$9,165,560  for  fiscal  1981.  Net  incon| 
rose  311  percent  in  1981  over  1980. 
expanding  company,  engaged  in  explorl 
tion  for  and  production  of  oil  and  ga 
Gulf  Energy  has  holdings  in  3  states  arj 
coal  mines  in  West  Virginia. 
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Golden  Triangle 
Royalty  &  Oil,  Inc. 

GTRO  has  overriding  royalty  interests 
under  88,183,840  surface  acres,  being  a 
net  3,630,744  royalty  acres,  and  a 
12'/2%  net  profits  interest  under 
11,923,200  surface  acres  in  Australia, 
with  expectations  of  them  being  devel- 
oped for  oil  and  gas.  GTRO  also  has 
interests  in  70  oil  and  gas  wells,  princi- 
pally in  the  United  States,  with  sub- 
stantial increases  in  revenues  in  1981. 
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Frank  B.  Hall  &  Co.  Inc 

A  leading  international  insurance  sej 
vices  firm,  Frank  B.  Hall  revenues  i 
1981  increased  13%  to  $353,470,001 
net  income  rose  6.5%  to  $30,467,001 
per  share  earnings  increased  1.5%  i 
$2.65.  Revenues  have  more  than  doi 
bled  during  the  last  5  years.  Since  197 
dividends  have  increased  at  a  compoun 
annual  rate  of  22%.  Currently  the  Con 
pany  pays  $1.70  annual  dividend.  NYS 
symbol  FBH.  The  Hall  Report  comes  i 
a  special  container  which  converts  to  a  convenient  person! 
recordkeeping  file. 
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Gould  Inc. 

Gould   made   significant   progress  in 
1981.  Net  earnings  from  continuing  op- 
erations increased  46  percent  to  $86.4 
million  or  $2.42  per  share,  while  sales 
grew  15  percent  to  more  than  $1.8  bil- 
lion. Gould's  strategic  goal  is  to  focus 
on  six  high-growth  areas  of  electronics: 
high-performance     32-bit  minicom- 
puters,  factory  automation,   test  and 
measurement  equipment,  medical  in- 
strumentation,  defense   systems,  and 
electronic  components  and  materials.  FOR  FURTHER  INFOR- 
MATION CONTACT  MATT  LAWSON  OR  CANDY  RENWALL 
AT  (312)  640-4056. 
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Harsco  Corporation 

Harsco  Corporation  in  1981  achieved 
9%  increase  in  sales,  a  24%  increase  i 
net  income,  and  a  28%  increase  in  earr 
ings  per  share.  Sales  were  $1,158  bi 
lion,  net  income  was  $61.5  million,  an 
earnings  per  share  were  $3.15,  as  Harsc 
handled  the  economic  cycle  conside 
ably  better  than  most  manufacture 
concerns  because  of  its  customize 
niche  in  its  24  product  classes  servin 
industrial,  commercial,  defense  and  er 
ergy-related  applications. 
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Hathaway 
Instruments,  Inc. 

Annual  Report 
1982 


Hathaway 
Instruments,  Inc. 

Hathaway  is  a  growth  company  serving 
the  rapidly  expanding  energy-related 
and  computer  markets  worldwide.  Net 
Income  for  the  first  half  of  fiscal  1982 
(ended  December,  1981)  exceeded  annu- 
al Net  Income  for  fiscal  1981.  During 
fiscal  1982,  the  stock  was  split  5  for  4 
and  semi-annual  cash  dividends  in- 
creased 78%.  Hathaway  formed  a  new 
corporation  to  produce  uninterruptible 
/er  supply  systems  and  has  purchased  43%  of  another  mstru- 
rit  company.  The  stock  price  (bid)  increased  from  $4.20  per 
re  on  June  26,  1981  to  $10.00  per  share  on  March  10,  1982. 
VSDAQ  symbol  is  HATH.) 


International  Royalty 
&  Oil  Co. 

International  Royalty  &  Oil  Co.  active- 
ly acquires  royalties,  overriding  royal- 
ties, and  working  interest  in  producing 
and  non-producing  oil  and  gas  proper- 
ties throughout  the  world.  The  Com- 
pany owns  various  types  and  extents  of 
interests  in  both  domestic  properties 
(Texas,  Kansas,  and  Kentucky)  and  for- 
eign properties  (Australia,  Turkey,  Can- 
ada, and  Brunei).  These  properties  in- 
clude interests  under  approximately  475  producing  oil  and/or  gas 
wells,  and  498,208  net  royalty  acres  under  84,322,074  gross  sur- 
face acres  of  non-producing  property.  The  Company's  gross  rev- 
enue increased  from  $453,888  to  $566,196. 


ION  INDUSTRIES 
981  Annual  Report 


HON  INDUSTRIES 

1981  net  sales  up  39.05%  to 
$280,675,000.  Net  income  $19,050,000, 
up  25.44%.  Net  income  as  percentage  of 
sales,  6.79%.  108  consecutive  quarterly 
dividends  paid  with  52<t/share  paid  in 
1981.  Ten  year  compounded  annual 
growth  rate  in  net  income,  26.04%. 
Products  manufactured  and  marketed 
nationally  by  five  divisions  include  of- 
fice furniture,  materials  handling  equip- 
ment, and  Heatilator®  fireplaces.  Traded 
O.T.C.,  symbol  HONI. 
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InterNorth,  Inc. 

InterNorth,  a  diversified  international 
energy  corporation,  attained  in  1981  the 
greatest  financial  success  in  its  52-year 
history.  Earnings  were  a  record  $5.43  per 
share,  up  16%  over  1980.  Net  income  was 
a  record  $243  million,  up  15%  over  1980. 
Operating  revenues  were  a  record  $3.7 
billion,  a  20%  increase. 


66 


Houston  Oil  & 
Energy,  Inc. 

The  Company  holds  2,141,451  overrid- 
ing royalty  acres  under  eleven  conces- 
sions covering  64,981,440  gross  surface 
acres  in  Queensland,  Australia,  which 
currently  have  drilling  programs  com- 
prising seventeen  wells.  The  Warbrec- 
can   Dome   Anticline   on  concession 
274P  is  scheduled  for  drilling  in  Octo- 
ber, 1982,  in  which  the  Company  holds 
a  12'/2%  net  profits  interest  in  addition 
a  2%  override.  The  Company's  domestic  operations  currently 
Ids  1,646.5  gross  acres  and  828.55  net  acres.  The  net  earnings 
the  year  end  were  up  from  $30,282  to  $222,551. 
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Iowa  Electric  Light  and 
Power  Company 

Iowa  Electric  Light  and  Power  Com- 
pany, observing  Centennial  year  in 
1982,  serves  agricultural  and  manufac- 
turing areas  and  consumers.  Earnings 
increased  6.6%  to  $24.4  million  in 
1981.  Revenues  increased  10.2%  to 
$345.6  million,  up  from  $313.6  million 
in  1980.  Net  income  available  for  com- 
mon stock  was  $19.4  million,  equal  to 
$1.97  per  share.  Annual  common  share 
dividend  rate  is  $1.72  per  share. 
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Interlake,  Inc. 


The  changing  business  environment — at 
home  and  abroad — demands  a  flexible 
business  philosophy.  Interlake's 
planned  future  includes  the  necessary 
ingredients.  Interlake  is  a  diversified 
multinational  company  engaged  in  two 
principal  businesses:  metals  and  materi- 
al handling.  1981  sales  .  .  .  over  $1  bil- 
lion. 1981  earnings  ...  a  record  $46.6 
million  in  net  income,  and  a  record 
$7.59  per  share.  Dividend  .  .  .  increased 
18%  to  $2.60  per  share  annually. 


Iowa  Resources  Inc. 

Revenues  surpassed  $328  million  in 
1981.  Earnings  for  the  year  were  $3.54 
per  common  share.  Dividends  have 
been  increased  to  the  annual  rate  of 
$2.84  per  share,  formerly  $2.72.  Iowa 
Power  and  Light  Company,  the  princi- 
pal operating  subsidiary,  serves  230,507 
electric  and  133,263  gas  customers  in  a 
5,600  square  mile  area  of  central  and 
southwestern  Iowa. 
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Ivaco  Inc. 

Ivaco  is  an  integrated  steel  producer  and 
manufacturer  of  steel  products  with 
sales  of  $718.3  million  arid  net  earnings 
of  $28.4  million  in  1981.  The  Company 
has  three  steelmaking  facilities  using 
electric  furnace,  continuous  cast  tech- 
nology which  have  steelmaking  capac- 
ity of  one  million  tons  and  rolling  ca- 
pacity in  excess  of  1.3  million  tons. 
Ivaco's  products  include  wire  rod,  wire, 
nails,  welded  wire  fabric,  fencing,  fas- 
teners, high  carbon  wire  products,  forging,  pre-engineered  metal 
buildings,  precision  machined  components  and  paper  machine 
clothing  for  use  by  paper  manufactuers.  The  company  has  36 
plants,  20  in  the  U.S.,  and  16  in  Canada.  g0 


Knight-Ridder 
Newspapers,  Inc. 


Knight-Ridder  Newspapers,  Inc.  is 
$1.2  billion  nationwide  communio 
tions  company  engaged  in  newspat 
publishing,  television  broadcasting,  c 
ble  television  operations,  electronic  d 
tribution  of  commodity  and  financi 
news  and  market  quotes,  newsprint  pi 
duction,  book  publishing  and  select 
computerized  information  retrieval  si 
vices.  The  company  is  pioneering  in  t 
development  of  viewdata  home  information  services.  Knigl 
Ridder  common  stock  trades  on  the  NYSE  under  the  symt 
KRN. 


JWT  Group,  Inc. 

fWT  Group,  with  1981  revenues  of 
$407.5  million,  is  the  parent  of  various 
communication  services  companies. 
Subsidiaries  include  J.  Walter  Thomp- 
son Company,  the  nation's  largest 
worldwide  advertising  agency,  and  Hill 
and  Knowlton,  Inc.,  the  world's  leading 
public  relations  firm.  Listed  NYSE. 


KOPPERS 


Koppers  Company,  Inc 


Koppers  is  poised  for  dramatic  grow 
in  vital  industrial  and  constructio 
markets.  Investment  and  research  iri 
tiatives  have  positioned  the  Compai 
in  such  high  technologies  as  genet 
engineering,  synthetic  fuels,  fiber  opti 
and  advanced  ceramic  technolog 
Recent  strategies  have  reduced  operq 
ing  expenses,  strengthened  market  po: 
tions  and  maintained  Koppers  excellei 
financial  position.  The  Company  is  pi 
pared  to  respond  quickly  to  economic  recovery  and  to  emergy 
growth  opportunities. 
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Joy  Manufacturing 
Company 

Joy  is  a  leading  manufacturer  of  capital 
goods  and  process  systems  for  coal  min- 
ing, petroleum,  air  pollution,  ore  pro- 
cessing, air  power  and  general  industrial 
markets.  Sales  and  new  orders  each  ex- 
ceeded $1  billion  in  fiscal  1981.  De- 
mand for  Joy's  products  remains  strong 
as  the  need  for  cost-efficient  energy  ac- 
celerates on  a  world-wide  basis.  NYSE 
Symbol:  JOY 
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Lifemark  Corporation 


Lifemark  Corporation  is  a  hospital  mai 
agement  company  based  in  Housto) 
Texas.  In  1981  the  Company  increase 
earnings  per  share  by  42%  and  laid  tr! 
groundwork  for  future  growth  through 
54%  expansion  in  hospital  capacity.  Q 
December  31,  1981,  the  Compar 
owned  and  operated  a  total  of  25  hosp 
tals  with  an  aggregate  of  3,725  bed 
primarily  in  the  southern  United  State! 
During  the  past  five  years  Lifemarkl 
revenues,  net  income  and  earnings  per  share  (all  from  continuin 
operations)  have  grown  at  compound  annual  growth  rates  of  34°/l 
64%  and  44%  respectively.  NYSE  (LMK) 
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KDI  Corporation 


KDI  Corporation,  headquartered  in  Cin- 
cinnati, Ohio,  is  a  diversified  company 
with  businesses  in  the  fields  of  electri- 
cal and  electronic  components,  techni- 
cal products  for  defense,  custom  prod- 
ucts made  of  plastic,  metal  and  wood, 
distribution  of  sponsored  motion  pic- 
tures and  industrial  chemicals  and  the 
manufacture  of  swimming  pools  and 
equipment.  Sales  for  1981  were  $192.8 
million.  Effective  November  30,  1981, 
KDI  Corporation  common  shares  are  being  traded  on  the  NYSE. 
Ticker  symbol:  KDI. 
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Long  Island  Lighting  Co 

LILCO's  annual  common  stock  div 
dend  rate  has  been  increased  in  22  c 
the  last  23  years.  More  than  175,00 
holders  of  common  stock  are  currentl 
receiving  an  annual  dividend  of  $1.9' 
Approximately  63%  of  the  1981  stoci 
dividends  represented  a  return  of  capits 
and,  therefore,  may  not  be  taxable  a 
ordinary  income.  A  substantial  portio 
of  the  dividends  to  be  paid  in  1982  i 
also  estimated  to  be  a  return  of  capita; 
Common  shareowners  can  reinvest  their  dividends  automaticall 
to  purchase  additional  common  stock  at  a  5%  discount.  LILCC 
supplies  electricity  and  gas  to  2.7  million  people,  a  populatioi 
greater  than  that  in  each  of  21  states. 
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Management 
Assistance  Inc. 


(MAI),  a  pioneer  in  serving  the  informa- 
tion processing  needs  of  small  and  me- 
dium sized  businesses,  recently  an- 
nounced exciting  major  additions  to  its 
multinational  Basic  Four®  product  line: 
The  new  top-of-the-line  Basic  Four  Sys- 
tem 810,  the  low-end  Basic  Four  S/10 
and  office  automation  software  pro- 
grams compatible  with  the  full  range  of 
MAI's  information  systems  MAI's  do- 
mestic Sorbus  Service  Division  is  a  leader  in  third-party  informa- 
tion processing  equipment  maintenance. 
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Mohasco  Corporation 


Mohasco  is  a  major  factor  in  the  interi- 
or furnishings  industry  with  its  furni- 
ture, carpet  and  furniture  rental  seg- 
ments. In  1981,  Mohasco  staged  a  dra- 
matic turnaround  in  its  operational 
results  and  markedly  improved  its  long- 
term  competitive  capabilities.  Despite 
difficult  economic  conditions,  the  cor- 
poration achieved  per  share  earnings  of 
$2.30  against  a  loss  of  $.34  in  the  prior 
year,  and  was  able  to  reduce  its  high- 
cost,  long-term  debt  by  approximately  $65-million. 
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Marion  Corporation 

Marion,  an  expanding,  diversified  ener- 
gy company,  has  consistently  ranked  as 
one  of  the  most  actively  traded  OTC 
issues.  Operations  include  the  drilling, 
exploration,  production  and  refining  in 
oil  and  natural  gas  as  well  as  the  export 
of  utility-grade  coal.  Revenues  totaled 
$448  million  in  fiscal  1982  with  stock- 
holders' equity  of  $73.5  million,  or 
$6.25  per  share.  (OTC-MARN| 
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M00RI 
McCORMACI 


^RESOURCE1™- 


In  the  ten  yean  smce  Moore 
McCcxmack  decided  to  expand 
into  the  exploration,  production  and 
transports  Oun  of  natural  resources. 


Moore  McCormack 
Resources 

Ten  years  ago,  Moore  McCormack  Re- 
sources developed  a  broad-based  strate- 
gy to  pursue  growth  through  the  explo- 
ration, production  and  transportation  of 
natural  resources,  and  the  operation  of 
cargo  liners.  Under  this  strategy  net  in- 
come has  grown  from  $2  million  to  $51 
million,  and  assets  have  increased  from 
$138  million  to  $978  million. 
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Masco  Corporation 


"Twenty-Five  Consecutive  Years  of 
Earnings  Growth."  1981  marked  Mas- 
co's  Silver  Anniversary  of  Earnings 
Growth.  Net  sales  approximated 
$877,000,000  and  net  earnings 
$88,000,000,  each  representing  in- 
creases from  the  previous  year  of  14 
percent.  Earnings  per  share  were  $3.46 
compared  with  $3.03  in  1980.  Send  for 
our  annual  report  to  learn  why  we  be- 
lieve Masco's  sales,  from  internal 
growth  alone,  will  more  than  double  over  the  next  five  years. 
Masco  manufactures  faucets  and  other  building  products;  energy- 
related  and  other  specialty  products;  and  cold  extruded  and  other 
industrial  products. 
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Morrison-Knudsen 
Company,  Inc. 

Net  income  of  Morrison-Knudsen 
reached  a  new  high  in  1981  for  the  10th 
straight  year,  revenue  passed  the  $2- 
billion  mark  for  the  first  time  and  the 
backlog  of  work  under  contract  by  this 
construction-engineering-shipbuilding 
firm  set  a  new  year-end  record  of  $3.5- 
billion.  ("MRN"  on  NYSE) 
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Minnesota  Power 


1981  earnings  increased  19.6%  per 
share  over  1980.  In  January,  quarterly 
dividend  was  raised  7.5%  on  common 
stock,  12th  consecutive  annual  in- 
crease. Strong  financial  condition  an- 
chored by  these  projections:  (a)  internal 
earnings  exceed  construction  needs  at 
least  through  1986;  (b)  generating  capac- 
ity adequate  through  1987,  and  no  ma- 
jor new  plants  needed  until  1990's;  (c) 
aggressive  cost-control  program  de- 
signed to  minimize  future  rate  increases;  (d)  low-sulfur  coal  and 
lignite  provide  93%  of  our  energy. 
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MOVIE  SYSTEMS 
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Movie  Systems,  Inc. 

Movie  Systems,  Inc.  is  an  operator  of 
over-the-air  pay  television  systems  in 
Milwaukee,  Wisconsin,  Oklahoma  City, 
Oklahoma,  Ft.  Lauderdale/West  Palm 
Beach,  Florida,  Minneapolis,  Minnesota, 
and  Indianapolis,  Indiana.  The  company 
serves  approximately  70,000  subscribers 
in  these  cities.  Movie  Systems  has  experi- 
enced rapid  growth  over  the  last  three 
years  in  an  industry  generally  regarded  as 
one  of  the  nation's  finest  growth  areas. 
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The  L.E.  Myers 
Companies 

The  nation's  largest  company  specializ- 
ing in  installation  of  transmission  lines 
and  distribution  systems  for  electric 
utilities.  Also  performs  electrical  instal- 
lations in  industrial,  commercial  and 
transportation  markets,  and  provides  a 
full  range  of  professional  electrical  engi- 
neering and  consulting  services  world- 
wide. Revenues  in  1981  were  $164  mil- 
lion. Listed  NYSE,  symbol  MYR. 
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Nortek,  Inc. 


Progress  succinctly  describes  Norte 
performance  in  1981.  Sales  increa) 
86%  to  $268  million.  Net  income  j 
creased  129%  to  $9.6  million.  Nortel 
diversified  manufacturing  comps 
with  activities  in  commercial  and  rt 
dential  building  products,  rotary  d 
pipe,  wire  and  cable  products,  gran 
products  and  textile  finishing  servic 
also  listed  on  the  NYSE  in  1981,  a 
increased  its  equity  base  by  $10  mill 
through  issuance  of  940,000  comrr 
shares. 


NAT10NAI.DIST11.1.ERS 
AND  CHEMICAL  CORPORATION 

ANNUAL  REPORT  I9H] 


National  Distillers  and 
Chemical  Corporation 

1981  demonstrated  the  value  of  NDCC 
diversification  in  a  flat  economy.  In- 
come rose  to  $136.7  million  or  $3.97  a 
share  on  sales  of  $2,032  billion.  Higher 
operating  profits  were  recorded  by  the 
liquor,  metals,  and  oleochemicals  oper- 
ations and  titanium  joint  venture  while 
lower  earnings  were  reported  by  the 
U.S. I.,  Almaden  Vineyards,  and  insur- 
ance subsidiaries.  NYSE  symbol  is  DR. 
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Operating  Revenues 
$1.4  billion 


Northwest  Energy 
Company 

Northwest  Energy  Company's  pnnci 
subsidiary  is  Northwest  Pipeline  Cor 
ration,  which  owns  and  operates  a  na 
ral  gas  transmission  system  serving  s 
en  western  states.  Other  Northw 
subsidiaries  are  active  in  exploring 
oil  and  natural  gas  in  the  western  Ui 
ed  States,  in  transporting  natural 
from  Alaska  and  in  developing  west" 
coal  reserves. 
Year  Ended  December  31,  1981 

Per  Share 


Net  Income 
$70.1  million 


$3.83 


Niagara  Share 
Corporation 


Niagaragtad 


A  diversified  publicly  traded  investment 
company  whose  primary  objective  is 
growth  of  capital  from  investments  in 
domestic  and  foreign  corporations.  Su- 
perior long-term  record.  Directly  man- 
aged by  its  officers  and  directors  who 
are  substantial  shareholders.  Shares  are 
eligible  for  Keogh  and  Individual  Retire- 
ment Trusts.  53rd  Annual  Report  in- 
cludes investment  policy,  distribution 
options  and  investment  results.  Listed  on  NYSE. 
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makers.  CONTACT 
Newport  Beach,  Calif.,  92663  (714)  645-2111 


Nuclear  Medical 
Systems,  Inc. 

Diversified  high  tech  immunomedi 
company.  Doubling  its  sales,  profita 
and  no  debt.  Produces  test  kits  for  di 
nosis  and  prognosis  of  catastrophic  c 
eases:  cancers,  heart  attacks,  brain  da 
age,  birth  defects,  pregnancy  disorde 
etc.  Recent  development  includes  di 
nostic  kit  for  adrenal  tumor  and  Cu 
ing's  Syndrome.  Traded  OTC,  Ni 
DAQ  symbol  NMSI  with  16  marl 
oseph  Irani,  President,   1533  Monro\ 


NIC0R  Inc. 

NICOR  engages  in  oil/gas  exploration 
and  development;  contract  drilling;  in- 
land barging;  operation  of  offshore  ser- 
vice vessels;  marine  repairs;  develop- 
ment and  mining  of  coal  and  other  min- 
eral reserves;  gas  distribution;  and  other 
energy  activities.  Net  income  rose  22% 
to  $123.3  million  on  revenues  of  $2.1 
billion  in  1981.  Earnings  per  share  were 
$5.51.  Effective  May  i,  1982,' the  annual 
dividend  increased  to  $3.00  per  share. 
NYSE:  GAS 
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ANNUAL 
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St&ffltdMS 


Numac  Oil  &  Gas  Ltd. 


Numac  is  an  independent  Weste 
Canadian  natural  resource  company  p 
marily  engaged  in  oil  and  gas  explo 
tion  and  production.  In  addition,  t 
Company  has  significant  interests 
the  rich  Midwest  Lake  uranium  discc 
ery  in  Saskatchewan,  the  20-billion  b 
rel  Surmont  heavy  oil  property  in  Alb 
ta  and  oil  and  gas  interests  in  the  M.I 
kenzie  Delta.  The  Company  is  a. 
involved,  to  a  lesser  extent,  in  oil  a 
gas  exploration  in  the  United  States,  oilfield  construction,  r< 
estate  and  minerals  exploration.  The  Company's  exploration  bt 
get  is  being  concentrated  on  the  exploration  for  and  developme 
of  "new  oil"  in  Western  Canada.  g 
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Ohio-Sealy  Mattress 
Manufacturing  Co. 

We're  a  Forbes  "up-and-comer."  We 
make  Sealy  bedding.  In  1981,  sales  rose 
23%  to  $64  million,  net  earnings  rose 
38%  to  $5.9  million,  and  earnings  per 
share  rose  52%  to  $1.28.  Compounded 
annual  dividend  growth  rate  since  1970 
is  33% — 15  increases  in  11  years.  Cur- 
rent quarterly  rate  is  13  cents.  We're 
OMT  on  the  Amex  and  PSE. 
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cents  to  58 
dividend. 


cents  per 


Pennsylvania  Power  & 
Light  Company 

Pennsylvania  Power  &  Light  Company 
(PP&L)  supplies  electricity  to  more  than 
1  million  homes  and  businesses 
throughout  a  10,000-square-mile  area  in 
central  eastern  Pennsylvania.  PP&X  has 
a  strong  generating  capacity  and  fuel 
position.  It  is  a  net  supplier  to  the  PJM 
Interconnection,  one  of  the  world's  larg- 
est power  pools.  Quarterly  dividends  on 
common  stock  were  increased  from  56 
share  beginning  with  the  April  1,  1982, 
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Overseas  Shipholding 
Group,  Inc. 


Pennwalt  Corporation 


OSG  is  the  only  publicly  owned  com- 
pany engaged  exclusively  in  the  ocean 
transportation    of    bulk  commodities 
such  as  oil,  coal,  iron  ore  and  grain  in 
both  the  U.S.  and  worldwide  markets. 
In  1981,  the  Company's  net  income  ex- 
ceeded $88  million.  Over  the  past  de- 
cade, with  continuing  emphasis  on  me- 
dium- and  long-term  chartering,  OSG's 
fleet  has  increased  from  1.5  million  to 
6.3  million  deadweight  tons.  The  Company's  strong  finan- 
condition,  reflecting  OSG's  growth  record,  and  prospects  for 
various  bulk  shipping  markets  are  detailed  in  the  1981 


ual  Report.  (NYSE,  PSE:  OSG) 


94 


Headquartered  in   Philadelphia,  Penn- 
walt is  a  diversified,  worldwide  manu- 
facturer of  chemicals,  health  products 
and  precision  equipment.  During  1981 
the  company  was  restructured  through 
the  divestment  or  closing  of  several 
businesses.  Proceeds  from  the  program 
will  be  used  to  expand  its  leadership 
positions  in  chemicals,  primarily  fluoro- 
chemicals  and  enlarge  its  base  in  phar- 
maceuticals. Earnings  in  1981,  includ- 
ing all  special  charges  and  credits,  were  $4.02  per  share  on  sales  of 
$1.05  billion.  Pennwalt  has  paid  regular  dividends  since  1863. 
The  current  annual  rate  is  $2.20  per  share.  (NYSE — PSM) 
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■ft  p|f  The  planet  earth . . . 
^■tw    weighing  six  sextillion 
tons. .  carrying  Four  billion 
passengers .  ■  ■  and  traveling 
at  sixty-six  thousand  miles  per 
hour . . .  has  been  compared 
by  some  to  a  spaceship. . . 


xoco 


oxoco 


Penril  Corp. 


1  y H 1  REVENUES:     $  28.3  million  UP  138% 

1981  NET  INCOME  S    5.6  million  UP  262% 

1981  ASSETS:  $104.0  million  UP  245% 

EARNINGS  $.91/share  UP  250% 

OXOCO  is  an  independent  domestic  oil 
and  gas  producer  with  extensive  domes- 
tic and  international  leasehold  posi- 
tions, and  also  fabricates  gas  compres- 
sion equipment  for  rental  and  sale.  OX- 
OCO's  growth  in  1981  resulted  from 
the  establishment  of  a  solid  base  of 
domestic  production.  Two  significant 
lisitions  in  1981,  along  with  OXOCO's  existing  acreage- 
lisition,  exploration,  and  production  activities,  accounted  for 
e-digit  growth  rates. 
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Penril  Corp.,  headquartered  in  Rock- 
ville,    Maryland,    produces  electronic 
..?*'•.  V^^B    '',UJ  communications  equipment,  elec 

^^^^^^^yWSJI  tronic  test  an^  measurement  instru- 
,r—t£^  A\  ments,  electronic  power  conversion  and 
other  electronic  equipment,  at  profit 
centers  in  five  states  and  Switzerland. 
Record  1981  revenue  was  $40,073,414, 
up  20%  from  $33,333,828  in  1980.  Rec- 
ord 1981  earnings  were  $2,286,631,  up 
28%  compared  to  $1,783,405  in  1980. 
Cash  dividends  have  been  paid  for  7  consecutive  years  with 
regular  increases,  the  most  recent  of  which  was  13%. 
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Pacific  Power  & 
Light  Company 

Pacific  Power  &  Light  is  more  than  just 
another  electric  utility.  Pacific  Power  is 
a  diversified  company  with  40%  of  op- 
erating income  coming  from  coal/min- 
eral  and  telecommunications  subsidiar- 
ies. Fiscal  1981  revenues  were 
$1,288,553,000,  up  32.1%;  net  income— 
$167,536,000,  up  25.2% ;  earnings  per 
share — $2.82,  up  29  cents;  dividends — 
$2.07  per  share,  up  3  cents. 
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Pope  &  Talbot,  Inc. 

First  full  year  of  profits  from  diversifica- 
tion into  pulp  and  private  label  tissue 
helped  increase  revenues  11%  to  record 
$236.1  million  for  Pope  &  Talbot,  major 
wood  products,  pulp  and  paper,  timber- 
lands  and  land  management  company. 
Operations  in  Oregon,  Washington, 
British  Columbia,  Wisconsin  and  South 
Dakota  (1981  acquisition).  South  Dako- 
ta new  sawmill  construction  on  sched- 
ule. Improvements  completed  at  Wis- 
consin tissue  mills. 
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Public  Service  Company 
of  Colorado 

As  the  state's  largest  utility,  Public  Ser- 
vice Company  is  an  intricate  part  of 
Colorado's  dynamic  economy.  Corpo- 
rate strategy  for  growth  is  based  on  an 
adequate  and  reliable  utility  system,  a 
strong  financial  base  and  diversification 
into  non-regulated  businesses.  The 
Company's  financial  measures  are 
^^^^^^^^^^^|    steadily  improving.  The  dividend  was 

'  '    increased  in  March.  The  1981  Annual 

Report  includes  both  a  review  of  1981  and  a  comprehensive  look 
ahead. 
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Raymond 
International  Inc. 


Raymond  International  is  a  worldw 
engineering  and  construction  compi 
headquartered  in  Houston,  Texas, 
company's  common  stock  trades  on 
New  York  Stock  Exchange  under 
«.   :.         'la  symbol  RII.  Operating  through  tr| 

HlJQi  (\^9|mw  majo]  subsidiaries  Raymond  Intel 
tional  offers  engineering  services;  c 
struction  and  project  management; 
heavy,  marine  and  offshore  construct 
to  industrial  and  government  clients.  Revenues  for  1981  weJ 
record  $1.1  billion,  and  backlog  at  year  end  was  a  record  $ 
billion. 

II 


Public  Service  Company 
of  New  Mexico 

Public  Service  Company  of  New  Mexi- 
co (PNM)  is  an  86  percent  coal-fired, 
diversified  electric  utility  with  an 
AA/Aa  bond  rating.  Kilowatt  hour  sales 
have  been  increasing  approximately  10 
percent  per  year  on  the  average  over  the 
last  five  years.  198 1  's  return  on  average 
common  equity  was  18.6%  and  our 
market  to  book  ratio  was  near  one. 
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R.J.  Reynolds 
Industries,  Inc. 

R.J.  Reynolds  Industries'  1981  sales  < 
earnings  reached  record  levels  for 
12th  consecutive  year.   Net  earnii 
rose  15%  to  $767.8  million,  or  $7.03 
common  share,  on  a  13%  gain  in  ss 
to    $11.69    billion.    Reflecting  tj 
progress,  the  common  dividend  rate  \ 
raised  17%  to  $2.80  per  share.  In 
last  five  years,  sales  have  increased  ; 
15%  rate  and  net  earnings  have 
creased  at  17%  compounded.  Return  on  common  sharehold* 
equity  rose  to  20%  in  1981.  R.J.  Reynolds  Industries  has  extern 
its  global  business  presence  through  interests  in  tobacco,  fq 
energy  and  shipping.  (NYSE — RJR)  ^ 


Public  Service  Electric 
and  Gas  Company 

The  nation's  third  largest  combination 
electric  and  gas  utility,  serving  approxi- 
mately 73%  of  the  population  in  New 
Jersey.  Assets  approximate  $7.3  billion. 
Over  233,000  common  stockholders  are 
currently  receiving  dividends  at  the  rate 
of  $2.44  per  share  annually.  PSE&G  has 
paid  dividends  continuously  since  1907 
with  consecutive  dividend  increases 
over  the  past  6  years.  Newark,  New 
Jersey 
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A  brand  new 
company. . . 
with  76  years  of 
experience 


55  ^1 


Richardson-Vicks  Inc. 

Richardson-Vicks  Inc.  markets  hea 
and  personal  products  worldwide.  It 
growing  business  in  home  care  and 
tntional  products,  and  produces  spec, 
ty  chemicals,  laboratory  reagents 
diagnostic    instruments.    Best  kno 
products  include  the  Vicks®  colds  c 
products,  Oil  of  Olay®  beauty  lot 
and  Cleaiasil®  acne  medications.  II 
sales  in  fiscal  1981  were  $1,088.1  n 
lion,  earnings  were  $83.2  million. 
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Puget  Sound  Power  & 
Light  Company 

Puget  Sound  Power  &  Light  Company 
is  a  principally  hydro-based  electric 
utility  serving  an  area  of  more  than  1.3 
million  people  in  western  Washington 
State,  primarily  in  the  Puget  Sound  re- 
gion. Puget  Power  has  paid  regular  quar- 
terly cash  dividends  on  its  common 
stock  since  1943. 
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Salem  Corporation 


130 


Salem  Corporation  is  a  technology- 
lated  supplier  of  specialized  product: 
equipment  for  the  metals,  coal  and 
lated  industries.  Due  to  the  sever 
depressed  coke  oven  plant  construct! 
market,  Salem  has  sold  this  segment 
its  business.  Accordingly,  1981  eamii 
are  stated  in  terms  of  income  from 
going  operations  of  $2,459,000,  or  $1 
per  share  and  loss  from  discontini 
business  of  $2,230,000,  or  $1.37 
share;  resulting  in  Net  Income  of  $229,000,  or  $.14  per  share.  1 
elimination  of  these  losses  and  a  backlog  of  $78  million,  assu! 
an  opportunity  for  near  record  earnings  in  1982. 

1 

FORBES,  APRIL  26,  19 


Sanders  Associates,  Inc. 

1981  sales  and  earnings  set  new  highs 

  Sales  increased  30%  to  $364.5 

million  Income  increased  18%  to 

$21.9    million  EPS    increased  to 

$2.75  We  anticipate  record  results 

again  in  FY  82  in  computer  graphics  and 
defense  electronics.  Six  months  FY  82 
net  income  increased  22%,  EPS  21%, 
and  net  sales  28%  over  same  FY  81 
period. 
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income.  1981  earnings 
$55,855,000  compared 
$47,849,000  reported  for  1980 


Sierra  Research 
Corporation 

Sierra  Research  Corporation  is  a  leading 
designer,  developer  and  manufacturer  of 
radar  systems,  air  navigation  and  flight 
inspection  systems,  telemetry/data  link 
systems  and  other  engineered  systems 
based  on  electronic,  avionic  and  digital- 
computer  technology,  for  military  and 
industrial  application,  worldwide.  Aver- 
age annual  growth  for  the  last  5  years 
exceeded  20%  in  sales  and  23%  in  net 
were  $1,597,000  or  $1.26  on  sales  of 
with  $1,710,000  or  $1.35  on  sales  of 
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Santa  Fe 
Industries,  Inc. 

The  1981  recession  was  largely  respon- 
sible for  breaking  Santa  Fe's  string  of 
five  consecutive  years  of  record  earn- 
ings. However,  1981  results  were  still 
the  second  best  in  our  history.  Santa  Fe 
Industries  is  engaged  in  transportation, 
including  The  Atchison,  Topeka  and 
Santa  Fe  Railway,  natural  resources,  for- 
est products  and  real  estate  and  con- 
struction. NYSE  symbol:  SFF 
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Sigmor  Corporation 

San  Antonio  based  Sigmor  Corporation 
(revenues  $1.8  billion)  is  the  nation's 
largest  independent  gasoline  retailer. 
Despite  a  major  industry  slow-down, 
Sigmore  realized  the  second  best  year  in 
its  history  in  1981,  maintaining  high 
volume  gasoline  sales  while  increasing 
sales  of  non-gasoline  items  at  its  retail 
outlets.  Among  other  interests,  Sigmor 
owns  a  50,000  bbl/day  refinery,  a  petro- 
chemical trucking  company,  and  a  steel 
pipe  marketing  company. 
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Saxon  Industries,  Inc. 


Saxon  manufactures  and  markets  diver- 
sified commercial  and  consumer  prod- 
ucts, including  printing,  industrial  and 
packaging  papers,  pads  and  tablets,  fil- 
ing and  stationer  supplies,  disposable 
food  service  ware  and  solar-control  met- 
allized films;  also  a  line  of  popular  plain 
paper  photocopying  machines  with 
companion  supplies  of  paper  and  chemi- 
cals. In  addition,  Saxon  offers  a  hand- 
some collection  of  gift  items  for  the 
e  and  for  use  as  business-building  incentives.  Within  the 
r  and  paper  products  field  Saxon  is  a  leading  manufacturer, 
erter  and  distributor  serving  more  than  150,000  customers 
nationally.  NYSE  symbol  SXP 
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Sparton  Corporation 


SPARTON  CORPORATION  (founded 
1900):  Oil — Gas  exploration/production 
in  U.S.;  military  electronics  and  equip- 
ment for  all  services;  commercial  elec- 
tronics,- automotive  and  telecommuni- 
cations products;  automated  materials 
handling  for  various  industries.  Fiscal 
'81:  Revenues— $133,363,449  (up  32%); 
Net  Income— $7,300,687  (up  218%); 
Shareowners'  Equity — $37,494,958  (up 
17%).  No  long-term  debt.  Continuous 
dividends  since  1962.  Seventeen  facilities — over  1,000,000  square 
feet.  Ten  percent  of  employees  are  engineering  trained. 
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iere  big  investors  congregate 

corporate  stockholdings  of  the  average  Forbes 
scriber  is  $386,540.  People  with  portfolios  of  that 

are  getting  something  out  of  Forbes  that  they  get 
here  else.  A  request  for  several  of  these  annual 
)rts  could  be  helpful  to  you,  if  you'd  like  to  number 
rself  among  these  affluent  readers. 


Teleflex  Incorporated 


Teleflex  is  a  company  which  solves  en- 
gineering problems  by  the  development 
and  application  of  new  specialized  tech- 
nologies. During  1981,  it  recorded  a 
sales  increase  of  31%  while  earnings 
grew  49%.  Sales  were  $103.8  million — 
topping  the  $100  million  mark  for  the 
first  time,  and  up  from  $79.8  million  in 
1980.  Net  income  increased  from  $4.7 
million  to  $7.1  million.  Earnings  per 
share  increased  45%  from  $1.05  per 
share  in  1980  to  $1.52  per  share.  Return  on  average  shareholders' 
equity  reached  a  record  26%. 


115 


JES,  APRIL  26,  1982 


131 


Tenneco  Inc. 


Tyler  Corporation 


Tenneco,  one  of  the  nation's  leading 
diversified  energy  companies,  again  set 
records  in  1981,  increasing  net  income 
12%  to  $813  million.  The  Company 
replaced  its  energy  production  with  new 
reserves  for  the  fourth  consecutive  year 
and  increased  its  undeveloped 'acreage 
to  8.2  million  (U.S.)  and  11.5  million 
(foreign).  Its  16,700-mile  gas  pipeline 
system  serves  25  states. 
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Tyler  Corporation 


For  Tyler  Corporation  (NYSE),  1981 
the  eleventh  consecutive  year  of  rel 
sales  and  profit.  Earnings  per  share  I 
fore  extraordinary  items)  increased  I 
to  $2.91,   setting  5-year  and  10-1 
compound  growth  rates  of  13% 
19%,  respectively.  At  19.1%,  retun 
shareholders'  equity  exceeded  18% 
the  eleventh  successive  year.  Da 
based  Tyler  competes  in  the  field 
building  materials,  trucking,  indus 
explosives,  chemical  coatings  and  electronic  components  di 
bution.  Annual  dividend  rate:  $.60  per  share. 


Toledo  Edison  Company 

Toledo  Edison  is  a  public  utility  en- 
gaged in  generating,  transmitting,  dis- 
tributing and  selling  electricity  in 
Northwestern  Ohio,  covering  2,500 
square  miles,  with  a  population  of 
750,000.  Generation  last  year  was  71% 
coal;  29%  nuclear.  The  Company  is 
owned  by  over  100,000  shareowners 
worldwide,  and  1981  marked  the  60th 
consecutive  dividend  payment,  with  the 
Company's  17th  dividend  increase  since 
1962. 
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UNITED  ENERGY 
RESOURCES,  INC, 


United  Energy 
Resources,  Inc. 

United  Energy  Resources,  Inc.  rel 
1981  consolidated  net  income  of  $2 
million,  an  increase  of  30%  over1 
$165.5  million  reported  in  1980.  E 
ings  per  share  increased  to  $7.75,  a 
increase  over  1980.  Operating  revei 
for  1981  were  $5.4  billion  comp 
with  $4.1  billion  in  1980. 
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Transamerica 
Corporation 

Transamerica  is  a  diversified  company. 
About  70  percent  of  Transamerica's  oper- 
ating income  comes  from  insurance  and 
financial  services.  The  company  also  pro- 
vides travel  services,  and  has  a  manufac- 
turing subsidiary  which  specializes  in 
precision-engineered  products.  In  1981 
Transamerica's  operating  income  from 
continuing  operations  was  a  record 
$221.8  million,  or  $3.43  per  share. 
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Unitrode  Corporation 

Unitrode  Corporation  (NYSE-L 
manufactures  power  semiconduc 
capacitors,  data  conversion  devices 
power  supply  modules  for  the  mili 
computer,  telecommunications 
consumer  markets.  Sales  in  the 
ended  January  31,  1982  were  $1 12.4 
lion  and  earnings  per  share  were  $; 
the  sixth  consecutive  year  of  record  c 
ating  results.  Unitrode  pays  a  quar 
dividend  of  6 'A  cents  per  share. 


Travelers  people 
are  setting  their 
sights  very  high 
for  the  80  s. 


The  Travelers 


The  Travelers  is  one  of  the  world's  larg- 
est financial  institutions,  providing  se- 
curity for  individuals,  families,  busi- 
nesses and  other  organizations.  It  writes 
every  principal  form  of  insurance  and 
offers  a  broad  array  of  pension  and  in- 
vestment services.  1981  revenues  of 
$9.8  billion  produced  operating  income 
of  $8.45  per  share.  At  year-end,  assets 
were  $24.0  billion;  shareholders'  equity 
was  $2.8  billion  and  life  insurance  in 
force  reached  $J19  billion.  In  January,  1982,  the  annual  dividend 
rate  was  increased  14.0%  to  $3.28. 
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Universal  Foods 
Corporation 

Universal  Foods  Corporation  enjoy 
28%  increase  in  net  earnings  from  c 
ations  to  a  record  $13.7  million  in 
cal  1981.  The  trend  continued  in 
first  quarter  of  Fiscal  1982,  as  opera 
net  was  up  37%  to  $5.4  million, 
versal  Foods  is  one  of  the  world's  lai 
manufacturers  of  yeast  products. 
Company  also  produces  Italian-; 
cheeses,  soft  drinks,  dehydrated  sea 
ings,  snack  items  and  is  a  national  marketer  of  imported 
domestic  gourmet  food  products. 
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Power*  Light  Co. 


Utah  Power  &  Light  Co. 

We  sit  atop  some  of  the  world's  greatest 
reserves  of  low-sulfur  coal.  It  fuels  the 
turbines  for  over  95%  of  the  electricity 
we  generate.  Our  1981  earnings  de- 
creased from  $2.35  to  $2.29  per  share 
due  to  a  1980  earnings  gain  of  32-cents 
from  the  sale  of  portions  of  generating 
plants.  Excluding  the  32-cent  gain,  1981 
earnings  increased  12.3%.  Our  current 
annual  dividend  rate  is  $2.20  per  share. 
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Washington  National 
Corporation 

Washington  National  Corporation  is 
primarily  a  life  insurance  holding  com- 
pany with  over  $3  billion  of  assets.  In 
1981  consolidated  life  insurance  sales 
exceeded  $6  billion,  highlighting  a  pro- 
duction gain  of  $1  billion  or  22%  from 
the  prior  year.  The  Corporation's  life 
insurance  in  force  has  doubled  over  the 
past  five  years  to  more  than  $23  billion. 
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^^corporation 

Annual  Report 


VF  Corporation 

VF  Corporation,  a  leading  worldwide 
producer  of  high  quality  apparel,  reports 
record  sales  and  earnings  capping  a  de- 
cade of  growth.  Compounded  annual 
growth  rates  for  the  past  ten  years  were: 
Sales — 10.4%,  Earnings  Per  Share — 
15.4%  and  Dividends— 14.3%. 

Earnings 

Sales         Per  Share  Dividends 

1981             $746,265,000       $6.46  $2.10 

1971             $276,076,000       $1.54  $  .55 

current  dividend  rate  is  $2.40.  VF  Companies  are:  Lee  (jeans- 
and  casual  apparel);  Vanity  Fair  (women's  intimate  apparel) 
Kay  Windsor  (women's  dresses  and  sportswear).  NYSE  sym- 
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Woods  Petroleum 
Corporation 

In  1981  revenues  were  up  33%  to 
$71,969,000,  earnings  were  up  47%  to 
$21,897,000,  or  $1.86  per  share.  For 
comparative  purposes,  revenues  of 
$11,175,000  and  an  after-tax  gain  of 
$7,675,000,  or  $.66  per  share,  from  the 
sale  of  certain  Wyoming  properties  dur- 
ing 1980  was  excluded.  Woods  is  an 
independent  oil  and  gas  exploration  and 
production  company  offering  public 
drilling  programs.  NYSE 
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Van  Dorn  Company 


Sales 

Net  Inc. 

Ann. 

(Mils.) 

(Mils.) 

EPS 

Div. 

1981 

$195.2 

$6.7 

$2.32 

$112 

1980 

172.4 

6.1 

2.01 

1  00 

1979 

193.6 

9.1 

3.02 

.92 

1978 

178.7 

7.9 

2.64 

.75 

1977 

161.1 

6.8 

2.27 

.51 

1971 

84.4 

2.6 

1.05 

.25 

Zero 

Corporation 

1982 

Annual  Report 


Zero  Corporation 


110-year-old  balanced  company  produc- 
ing plastic  injection  molding  machinery 
and  special  and  general  line  containers. 
10-year  dividend  growth  rate,  15% 
h  consecutive  quarterly  dividend  paid  April  30,  1982.  Trubor 
merger  December,  1981,  increases  machinery  line.  New 
ts  add  capacity  for  growth  in  containers.  Plants  in  7  states, 
to  Rico,  and  Canada.  2,840,968  shares  outstanding.  NYSE 
bol  VDC.  J26 


Zero  Corporation  reported  compounded 
earnings  in  excess  of  20%  annually  for 
the  last  five  years.  Fiscal  1982  will  rep- 
resent the  ninth  consecutive  record  year 
for  revenues,  earnings  and  return  on 
shareholders'  equity.  The  company  in- 
creased cash  dividends  twelve  times 
since  1974.  Zero  is  a  leading  manufac- 
turer of  enclosures  and  packaging  for 
the  fast  growing  electronics  and  com- 
puter industries.  It  also  produces  the 
Zero  Halliburton  line  of  quality  aluminum  luggage  and  camera 
cases. 
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Varlen  Corporation 

Varlen — Largest  non-RR  locomotive  re- 
builder,  reconditions,  scraps  locomo- 
tives/locomotive parts;  one  of  the  larg- 
est OEM  RR  anchor  manufacturers  for 
track  maintenance;  freight  car  cushion- 
ing devices;  rebuilds  crankshafts  &  die- 
sel  engines;  metals  for  the  bindery  in- 
dustry, fabricates  assemblies  for  furni- 
ture manufacturers;  constructs,  erects 
storage  tanks;  equipment  for  petro- 
chemical industry.  1981  sales— $134.4 
8  million  or  $2.19  per  share,  18%  over 


Echlin  Inc. 

Echhn  manufactures  parts  used  to 
maintain  or  improve  the  efficiency  and 
safety  of  motor  vehicles.  Vehicle  miles 
traveled,  average  age  of  cars,  and  miles 
accumulated  on  vehicles  are  steadily  in- 
creasing. The  annual  report  explains  in 
detail  how  Echlin  expects  that  fiscal 
1982  sales  will  grow  about  30  per  cent 
above  198 1  's  $415  million  and  earnings 
will  about  double  198  l's  70  cents  per 
share. 


BES,  APRIL  26,  1982 


127 


131 

133 


These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.  AMCA  International 

2.  AMP  Incorporated 

3.  Alcan  Aluminium  Limited 

4.  Allis-Chalmers  Corporation 

5.  American  Agronomics  Corporation 

6.  American  Business  Products,  Inc. 

7.  American  Electric  Power  Company 

8.  American  General  Corporation 

9.  American  Medical  International 

10.  American  Motor  Inns,  Inc. 

11.  American  Quasar  Petroleum  Co. 

12.  Analogic  Corporation 

13.  Anta  Corporation 

14.  Arizona  Public  Service  Company 

15.  Baldor 

16.  Bandag,  Incorporated 

17.  Bank  of  Montreal 

18.  The  Bendix  Corporation 

19.  Binney  &  Smith  Inc. 

20.  Brock  Exploration  Corporation 

21.  Brush  Wellman  Inc. 

22.  Bucyrus-Erie  Company 

23.  CSX  Corporation 

24.  Callahan  Mining  Corporation 

25.  Cameron  Iron  Works,  Inc. 

26.  Canal-Randolph  Corporation 

27.  Capital  Southwest  Corporation 

28.  Celeron  Corporation 

29.  Centel 

30.  Central  Reserve  Life  Corporation 

31.  Chesebrough-Pond's  Inc. 

32.  Chieftan  Development  Co.  Ltd. 

33.  Colt  Industries 

34.  Community  Psychiatric  Centers 

35.  Consolidated  Freightways,  Inc. 

36.  Cronus  Industries,  Inc. 

37.  Crum  and  Forster 

38.  Dennison  Manufacturing  Company 

39.  Easco  Corporation 

40.  EDO  Corporation 

41.  Electronics,  Missiles  & 

Communciations,  Inc. 

42.  Emery  Worldwide 

43.  Essex  Chemical  Corporation 

44.  Family  Dollar  Stores,  Inc. 
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45.  Ferro  Corporation 

46.  First  Interstate  Bancorp 

47.  FlightSafety  International,  Inc. 

48.  Frank's  Nursery  &  Crafts,  Inc. 

49.  Galveston-Houston  Company 

50.  Gannett  Co.,  Inc. 

51.  Gearhart  Industries,  Inc. 

52.  Genisco  Technology  Corporation 

53.  Georgia-Pacific 

54.  Geosource  Inc. 

55.  Golden  Triangle  Royalty  &  Oil,  Inc. 

56.  Gould  Inc. 

57.  Grow  Group,  Inc. 

58.  Gulf  Energy  Corporation 

59.  Frank  B.  Hall  &  Co.  Inc. 

60.  Harsco  Corporation 

61.  Hathaway  Instruments,  Inc. 

62.  HON  INDUSTRIES 

63.  Houston  Oil  &  Energy,  Inc. 

64.  Interlake,  Inc. 

65.  International  Royalty  &  Oil  Co. 

66.  InterNorth,  Inc. 

67.  Iowa  Electric  Light  and  Power  Company 

68.  Iowa  Resources  Inc. 

69.  Ivaco  Inc. 

70.  JWT  Group,  Inc. 

71.  Joy  Manufacturing  Company 

72.  KDI  Corporation 

73.  Knight-Ridder  Newspapers,  Inc. 

74.  Koppers  Company,  Inc. 

75.  Lifemark  Corporation 

76.  Long  Island  Lighting  Co. 

77.  Management  Assistance  Inc. 

78.  Marion  Corporation 

79.  Masco  Corporation 

80.  Minnesota  Power 

81.  Mohasco  Corporation 

82.  Moore  McCormack  Resources 

83.  Morrison-Knudsen  Company,  Inc. 

84.  Movie  Systems,  Inc. 

85.  The  L.E.  Myers  Companies 

86.  National  Distillers  and  Chemical 

Corporation 

87.  Niagara  Share  Corporation 

88.  NICOR  Inc. 


89.  Nortek,  Inc. 

90.  Northwest  Energy  Company 

91.  Nuclear  Medical  Systems,  Inc. 

92.  Numac  Oil  &  Gas  Ltd. 

93.  Ohio-Sealy  Mattress  Manufacturing  Co. 

94.  Overseas  Shipholding  Group,  Inc. 

95.  OXOCO 

96.  Pacific  Power  &  Light  Company 

97.  Pennsylvania  Power  &  Light  Company 

98.  Pennwalt  Corporation 

99.  Penril  Corp. 

100.  Pope  &  Talbot,  Inc. 

101.  Public  Service  Company  of  Colorado 

102.  Public  Service  Company  of  New  Mexico 

103.  Public  Service  Electric  and 

Gas  Company 

104.  Puget  Sound  Power  &  Light  Company 

105.  Raymond  International  Inc. 

106.  R.J.  Reynolds  Industries,  Inc. 

107.  Richardson-Vicks  Inc. 

108.  Salem  Corporation 

109.  Sanders  Associates,  Inc. 

110.  Santa  Fe  Industries,  Inc. 

111.  Saxon  Industries,  Inc. 

112.  Sierra  Research  Corporation 

113.  Sigmor  Corporation 

114.  Sparton  Corporation 

115.  Teleflex  Incorporated 

116.  Tenneco Inc. 

117.  Toledo  Edison  Company 

118.  Transamerica  Corporation 

119.  The  Travelers 

120.  Tyler  Corporation 

121.  United  Energy  Resources,  Inc. 

122.  Unitrode  Corporation 

123.  Universal  Foods  Corporation 

124.  Utah  Power  &  Light  Co. 

125.  VF  Corporation 

126.  Van  Dorn  Company 

127.  Varlen  Corporation 

128.  Washington  National  Corporation 

129.  Woods  Petroleum  Corporation 

130.  Zero  Corporation 

131.  Echlin  Inc. 
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For  years  Chicago's  Tribune  Co.  has  been  playing  a  patient  chess 
game  over  the  choicest  undeveloped  land  left  in  the  city.  Now  the 
pieces  are  almost  in  place  and  only  a  couple  of  moves  remain. 


End  game 


Chicago  Dock's  Charles  Gardner 

The  next  move  is  up  to  him — but  who  will  come  up  with  the  money? 


By  Lisa  Gross 

Whether  or  not  Chicago's 
$1.4  billion  Tribune  Co. 
manages  to  sell  the  New 
York  Daily  News  and  its  estimated 
$250  million  worth  of  New  York  real 
estate,  the  Tribune  has  a  plum  wait- 
ing to  be  picked  in  its  own  backyard. 
It's  the  46-acre  Rockefeller  Center- 
type  development  proposed  on  prop- 
erty owned  by  the  Chicago  Dock  &. 
Canal  Trust — the  choicest  land  in  the 
city,  extending  from  the  Tribune 
Tower  to  just  short  of  Lake  Michigan. 

For  years  the  Tribune  has  denied  it 
has  any  special  interest  in  the  project. 
But  the  Trib  has  carefully  put  together 
a  tiny  plot  of  land  that  will  block  the 
project's  crucial  access  to  Chicago's 
Fifth  Avenue — Michigan  Avenue. 

The  planned  development — which 
envisions  apartments,  stores,  office 
buildings  and  hotels — has  been  a  long 
time  in  the  making,  125  years  in  fact. 
Chicago  Dock  &  Canal,  now  a  REIT, 
was  founded  in  1857  by  William  B. 
Ogden,  20  years  after  his  term  as  the 
first  mayor  of  the  city  of  Chicago. 
Ogden  acquired  some  then-worthless 
land  at  the  mouth  of  the  Chicago  Riv- 
er and  hired  lawyer  Abraham  Lincoln 
to  lobby  a  bill  through  the  Illinois 
legislature  allowing  Ogden  to  build 
piers  into  the  lake.  The  future  Presi- 
dent got  the  job  done,  and  ever  since, 
Ogden's  heirs  have  been  quietly  sit- 
ting on  the  land.  Now,  Chicago 
Dock's  roughly  29,000  shares  (the 
largest  chunk,  7%,  is  owned  by  the 
University  of  Chicago)  have  been 
trading  over  the  counter — "by  ap- 
pointment only,"  cracks  one  Wall 
Street  wag — at  $1,500  a  share,  up  from 
$1,200  a  year  ago,  as  Chicago  Dock 
moves  closer  to  cashing  in  on  Ogden's 
once  worthless  land. 
The  company  has  hired  Charles 
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Gardner,  37,  a  former  senior 
vice  president  with  Canada's 
Oxford  Development  Group 
Ltd.,  to  spearhead  the  project. 
And  Mayor  Jane  Byrne's  gov- 
ernment is  helping:  In  Novem- 
ber the  city  will  complete  a 
new,  $33  million  bridge  over 
the  Chicago  River  and  Chicago 
Dock's  land.  The  city  fathers 
also  intend  to  rebuild  the  half- 
mile  section  of  Lake  Shore 
Drive  that  passes  over  the  Chi- 
cago Dock  land  into  a  multilev- 
el highway  with  entrances  and 
exits  for  the  development. 

That's  where  the  Tribune  Co. 
comes  in.  "The  Tribune  has 
been  conspiring  for  50  years  to 
box  in  Chicago  Dock's  property,"  says 
a  city  aide.  Now,  it  appears  to  have 
just  about  completed  the  job. 

As  recently  as  two  years  ago,  plans 
presented  to  the  city  for  Chicago 
Dock's  development  showed  the  proj- 
ect's Michigan  Avenue  access  going 
right  through  the  Tribune  Tower's 
property.  Back  in  1959  the  Tribune 
bought  from  the  city  the  lower  level 
of  St.  Clair  Street,  which  separates 
Chicago  Dock's  property  from  lower 
Michigan  Avenue.  That  gave  the 
Tribune  one  square  block  between 
the  Chicago  Dock  property  and  both 
upper  and  lower  levels  of  Michigan 
Avenue.  In  total,  the  Tribune  owns 
about  three  acres  of  land,  including  its 
architecturally  famous  tower. 

One  way  of  looking  at  it,  says  Chi- 
cago's planning  commissioner,  Mar- 
tin Murphy,  is  that  the  spike  the  Tri- 
bune has  driven  into  Chicago  Dock's 
planned  superdevelopment  is  worth 
about  $100  per  square  foot,  at  least  on 
the  land  west  of  Columbus  Drive. 
Chicago  Dock's  land  is  now  assessed 
at  $109  million;  developed,  Murphy 
figures,  it  should  be  worth  about  $2.5 
billion. 

That's  a  lot  of  money.  And  money 
is  what  Chicago  Dock  doesn't  have 
much  of.  Since  1962,  when  it  reorga- 
nized as  a  REIT,  at  least  90%  of  profits 
from  renting  out  the  land  have  been 
paid  to  shareholders.  As  recently  as 
1981  it  had  just  $10  million  in  assets, 
including  $4  million  in  cash  and 
equivalents.  To  bring  its  scheme  to 
fruition  it  obviously  needs  a  partner, 
and  what  it  has  to  offer,  essentially,  is 
land  and  location.  Financing  is  a  prob- 
lem. Because  of  high  interest  rates, 
two  big  Canadian  developers,  Cadil- 
lac Fairview  and  Olympia  &  York, 
have  backed  off.  Both  say  they  don't 
want  to  tackle  such  a  huge  project 
while  arranging  all  the  financing 
themselves.  "Chicago  is  one  of  the 
few  good  real  estate  markets  in  the 


Sitting  pretty 


Chicago  Dock  &  Canal  has  land  and  location, 
but  the  Tribune  controls  the  valuable  access 
to  fashionable  Michigan  Avenue. 


Grand 


V  Lake  SI 


Tribune 

property    Columbus  Dnv 
Bridge 


Lake  Shore 
Drive 


Lake  Michigan 


U.S.,  but  interest  rates  are  just  too 
high  now  to  get  into  any  new  proj- 
ects," says  a  Cadillac  spokesman. 
Also,  with  real  estate  prices  leveling 
out,  financing  a  project  of  Chicago 


Dock's  scope  won't  be  easy.  But 
Gardner  is  busily  wooing  sever- 
al potential  institutional  part- 
ners, including  Prudential  In- 
surance Co. 

But  eventually  he  must  con- 
tend with  the  Tribune.  The 
Tribune  can  leverage  its  land 
into  a  nice  piece  of  the  Chicago 
Dock  &  Canal  project's  equity. 
The  betting  is  that  the  Tribune 
will  offer  to  trade  its  acres  on  a 
3-for-l  basis  for  equity  in  the 
project,  winding  up  with  per- 
haps 20% . 

Tribune  President  Stanton 
Cook  has  repeatedly  insisted 
that  the  Trib  has  "no  plans" 
concerning  Chicago  Dock's  de- 
velopment. But  in  this  chess  game, 
position  speaks  for  itself.  As  Gustav 
Schwab,  a  Chicago  Dock  trustee  for 
30  years,  puts  it:  "Anything  [the  Trib- 
une] wants,  we  want."  ■ 


After  years  of  standing  in  the  shadow  of  big 
brother  Phibro,  Engelhard  Corp.  finally  has 
won  its  own  day  in  the  sun. 


Secondhand 
Rose 


industrial  uses,  a  miner  of  minerals 
such  as  kaolin  and  talc,  and  a  leading 
manufacturer  of  catalysts  used  in 
such  industries  as  automobiles,  petro- 
leum and  pharmaceuticals.  During  its 
last  five  years  as  part  of  the  old  EMC, 
Engelhard's  earnings  grew  a  com- 
pound 27%.  That's  shabby  only  in 
comparison  with  Phibro's  37%  rate 
over  the  same  period. 

EMC  top  management  inevitably 
tended  to  slight  Engelhard's  industrial 
divisions.  Says  Irving  Isko,  deputy 
chairman  of  the  late  EMC  and  now 
CEO  of  Engelhard:  "As  an  executive 
you  had  two  options.  If  I  spend  an 
hour  of  my  time  over  here,  it  will  be 
exceedingly  profitable  and  within  a 
year  they  will  make  good  money.  On 
the  other  hand,  if  I  spend  the  same 
hour  over  there  it  will  be  exceedingly 
profitable  and  they  will  make  good 


By  Thomas  Jaffe 


When  $27  billion  Engelhard 
Minerals  &  Chemicals  Corp. 
split  into  two  companies  last 
spring,  all  eyes  turned  to  Philipp 
Brothers,  its  phenomenally  successful 
raw  materials  trading  and  marketing 
division.  And  with  good  reason.  Phil- 
ipp Brothers  accounted  for  some  85% 
of  Engelhard's  revenues  and  profits. 
When  not  long  afterwards  the  new 
Phibro  Corp.  plunked  down  $550  mil- 
lion to  acquire  Salomon  Brothers,  a 
leading  investment  banking  firm,  all 
that  attention  seemed  well  deserved. 

Overlooked  in  the  reshuffling  was 
the  rest  of  EMC,  a  $2.2  billion  (sales) 
entity  now  named  Engelhard  Corp. 
Headquartered  in  suburban  Menlo 
Park,  N.J.,  Engelhard  is  a  major  fabri- 
cator of  precious-metal  products  for 
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"We'll  call 
BarclaysAmerican/ 
Business  Credit." 


iu 


What  knowledgeable 
money  managers  do 
to  maximize  leverage. 

There  are  many  ways  to  borrow  money  when  you  need  it.  But 
when  you  need  to  maximize  leverage,  BarclaysAmerican/ 
Business  Credit  can  show  you  how  to  use  your  property,  plant, 
machinery  and  equipment  to  do  it. 

Whether  these  assets  are  brick  and  mortar,  or  machinery  and 
equipment,  our  specialists  will  discover  their  full  value  — and 
help  you  capitalize  on  it. 

Because  we  concentrate  on  the  fixed  asset  side  of  financing,  in 
most  cases  we  are  able  to  leverage  your  transaction  higher  than 
current  asset  lenders. 

An  intermediate  term  loan  from  us  will  complement,  not  com- 
pete with,  your  financing  on  receivables  and  inventory.  Loan 
fundings  start  at  $1  million.  Maturities  are  up  to  10  years. 

We  can  also  offer  repayment  programs  that  will  strengthen  your 

cash  flow,  such  as  15  year  amor- 
tization schedules,  or  moratori- 
ums on  principal  repayment. 
Rates  are  competitive. 

For  the  leverage  you  need,  give 
our  Commercial  and  Industrial 
office  a  call. 


.Barclays 
American 

Business  Credit 


An  affiliate  of 


BARCLAYS 
Bank 


Service  is  the  difference  between  our  money  and  other  money.  SM 

Corporate  Headquarters: 

111  Founders  Plaza,  East  Hartford,  CT  06108,  (203)  528-4831. 

Representatives  in  Chicago  (312)  346-8370 

Los  Angeles  (213)  384-8448  and  New  York  (212)  944-0930 


Engelhard  President  Irving  Isko 

"It's  like  a  Tinker  Toy  set.  They  give  you  the  pieces,  and  you  have  to  make  a  company  out  of  them. 


money  in  only  a  week." 

So  Isko,  54,  a  former  tax  lawyer  who 
started  at  Philipp  Brothers  25  years 
ago,  went  with  Engelhard.  "I  was  the 
only  top  guy  who  lived  in  Jersey,"  he 
jokes.  Clearly  it  was  more  than  that, 
though.  Spend  ten  minutes  with  the 
polished  but  ever-shirtsleeved  native 
New  Yorker  as  he  takes  a  call  for 
advice  from  a  former  Phibro  associate, 
takes  another  from  one  of  Engelhard's 
bankers,  then  detail  by  detail  goes 
over  plans  for  the  new  executive  of- 
fices with  an  architect,  and  it's  obvi- 
ous that  he  is  relishing  every  moment 
of  being  chief  executive. 

"It's  kind  of  like  a  Tinker  Toy  set," 
says  Isko.  "They  give  you  the  pieces, 
and  you  have  to  make  a  company  out 
of  them." 

Isko's  Tinker  Toy  is  doing  remark- 
ably well  after  just  one  year  of  indepen- 
dence. Customer  industries  such  as 
chemicals  and  paper,  to  which  much  of 
Engelhard's  30,000-plus  product  line  is 
sold,  were  murdered  by  the  recession. 
Also,  income  from  the  refining  of  pre- 
cious metals  dropped.  But  1981  profits 
still  were  up  9%,  to  $71.6  million 
(before  a  $5.2  million  writeoff  from  the 
EMC  spinoff).  That's  because  Engel- 
hard's capable  research  and  develop- 
ment department — despite  its  lean  $  1 5 
million  budget — has  been  able  to  come 
up  in  recent  years  with  premium  prod- 
ucts that  are  more  resistant  to  econom- 
ic downturns. 

Take  kaolin-based  Ansilex,  which 


gives  brightness,  whiteness,  bulk  and 
capacity  to  paper.  Despite  the  paper 
industry's  decline,  this  product 
helped  maintain  Engelhard's  profit- 
ability in  that  market.  Meanwhile, 
the  company  introduced  two  new 
coatings  and  a  line  of  weight-reduc- 
tion products  for  publication  paper. 
Other  strong  sellers  have  been  fluid 
cracking  catalysts  for  the  petroleum 
industry  developed  in  the  1970s, 
which  provide  more  gasoline  and 
higher  octane  yields  from  feedstocks. 

"Gold  bars  is  not  what  we're  all 
about,"  says  Isko.  "You  have  to  take 
things  off  the  laboratory  shelf  and  go 
market  them." 

The  jazziest  thing  coming  off  the 
shelf  at  Engelhard  today  is  an  asphalt 
residual  treating  process  (ART)  that 
removes  all  the  heavy  metals  and 
most  of  the  poor  carbon  residues,  sul- 
fur and  nitrogen  from  heavy  and  re- 
duced crude  oil.  The  process  is  expect- 
ed to  increase  the  yield  per  barrel  by 
10%  to  35%,  while  lowering  costs  as 
much  as  20%.  According  to  analyst 
Clarence  Morrison  of  Dean  Witter 
Reynolds,  Engelhard  has  at  least  a 
three-year  jump  on  competitors  like 
W.R.  Grace,  Signal,  Mobil  and  Shell. 

Engelhard  is  building  a  major  facility 
in  Georgia  to  manufacture  the  contact 
material  used  in  the  process.  And  a 
50,000-barrel-a-day,  two-stage  refin- 
ery system  that  Ashland  Oil  is  con- 
structing in  Catlettsburg,  Ky.  will  in- 
corporate Engelhard's  ART  system. 


Other  oil  companies  are  negotiating  to 
license  ART  units,  and  Engelhard  re- 
cently contracted  out  the  marketing  of 
the  process  to  M.  W.  Kellogg,  a  Houston 
subsidiary  of  Wheelabrator-Frye. 

How  high  are  the  stakes?  Between 
market  penetration,  service  income 
and  royalty  payments,  Morrison  esti- 
mates that  ART  alone  could  account 
for  $2.50  to  $3.75  in  earnings  per 
share  by  1985,  more  than  the  $2.46  all 
of  Engelhard  earned  in  1981.  Its  im- 
pact should  start  to  show  up  some- 
time this  year. 

Meanwhile,  Engelhard  is  working 
on  new  research  projects  in  fuel  cells 
and  chemotherapy,  building  on  its 
considerable  expertise  in  platinum 
metals.  The  fuel  cell  uses  platinum  to 
create  electric  current  in  mobile  and 
standing  power  sources,  but  without 
consuming  the  material  involved,  as 
in  batteries.  Chemical  derivatives  of 
Engelhard's  platinum  are  being  tested 
for  chemotherapy  applications  by  the 
National  Cancer  Institute.  With  a 
cash  flow  of  some  $90  million  and 
practically  no  long-term  debt,  Isko 
can  well  afford  the  capital  spending  to 
bring  such  research  projects  to  mar- 
ket, even  though  it  may  top  the  $81 
million  spent  in  1981.  Significantly, 
that's  more  than  double  the  amount 
spent  just  four  years  ago. 

No  longer  distracted  by  flashier  big 
brother  Phibro,  Irving  Isko  is  clearly 
making  up  for  lost  time  at  Engelhard. 
And  high  time,  too.  ■ 
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Experience  and  scope  keep  A&A 
pre-eminent  in  the  energy  field. 

Pr\r  r-wfar  Vislf     r^nh  irv  th^  innnufltiup 


For  over  half  a  century,  the  innovative 
leader  in  energy  insurance  brokerage  has 
been  Alexander  &  Alexander. 

Early  on,  we  pioneered  new  insurance 
coverages  for  the  developing  coal  and  gas 
businesses.  Played  a  catalytic  role  in  help- 
ing to  create  the  insurance  capacity  needed 
to  cover  incredibly  high-cost  energy  risks. 
And  met  the  burgeoning  and  increasingly 
complex  global  and  domestic  needs  of  de- 
manding oil  clients,  from  integrated  multi- 
nationals to  smaller  independents. 

Today,  our  National  Energy  Division 
keeps  A&A  the  foremost  energy  insurance 
broker.  This  crack  team  of  technical  experts 
offers  you  the  most  comprehensive  services 
available,  with  in-depth  expenence  in  every 
energy  area.  Oil.  Gas.  Coal.  Utilities.  Nuclear 
power.  Shale  oil.  Tar  sands.  Synthetic  fuels, 
solar  and  other  alternative  energy  sources. 
Pipelines.  Marine.  Storage  and  distribution. 
And  contractor  and  supplier  services. 

Energy  services 
pinpointed  to  client  needs. 

Because  members  of  our  National 
Energy  Division  are  strategically  located  at 
key  energy  centers  across  the  country,  it  is 
easy  for  local  offices  to  draw  upon  the 
expertise  you  need,  no  matter  what  energy 
area  you  specialize  in.  Together,  we'll  help 
analyze,  design  and  service  custom-made, 
cost-efficient  nsk  management  programs. 

In  energy,  as  in  other  industries,  we 
view  financial  risk  through  the  client's  eyes. 

We  think  a  big  reason  A&A  has 
become  one  of  the  largest  and  most  trusted 
insurance  brokers  worldwide  is  that  we 
work  the  same  way  with  every  client.  From 
the  client's  point  of  view. 


Alexander 
gAjexander 

From  the  client's  point  of  view. 


The  Up  &  Comers 


Could  the  youthful,  gilded,  fashionable 
Alan  Unger  fill  the  shoes  of  his  self-made 
father?  He  could  indeed. 


Earning  the 
mantle 


By  Paul  B.  Brown 


I HATE  OSTENTATIOUSNESS,"  Says 
Alan  Unger,  29,  shoving  the  Beta- 
max  under  the  seat  of  his  gray 
Cadillac  limousine.  Is  he  being 
ironic?  It  would  have  been  a  five-min- 
ute walk  from  Celebrity's  showroom 


in  the  Empire  State  Building  to  Man- 
hattan's newest  trendy  restaurant,  La 
Coupole,  for  lunch,  yet  Unger  insists 
on  the  limo,  which  has  been  parked 
illegally  across  the  street.  Once  in- 
side, there  are  repeated  calls  to  the 
driver,  a  complaint  that  the  outside 
phone  has  never  worked  right  and  an 


explanation  of  why  the  dark  tinted 
glass  that  came  as  standard  equip- 
ment was  removed.  ("I  couldn't  see 
out,"  Unger  says.  Or  does  he  mean 
people  couldn't  see  in?)  Twenty 
bumper-to-bumper  minutes  later  the 
car  stops  in  front  of  the  restaurant. 
The  chauffeur  opens  the  door.  Unger 
glances  about  to  see  who  has  noticed 
his  entrance. 

No,  Alan  Unger  isn't  indulging  in 
irony  when  he  says  he  hates  ostenta- 
tion: Rather  he's  almost  apologizing 
for  his  lavish  way  of  life. 

Unger  came  into  Celebrity  Inc.,  the 
leading  maker  of  cosmetic  bags  and 
accessories,  five  years  ago,  starting  in 
the  slot  labeled  "owner's  son."  His 
father,  Jack,  died  last  year  and  Unger, 
previously  named  president,  is  now  in 
complete  control.  It  would  be  easy  to 
dismiss  him  as  a  young  man  enjoying 
the  fruits  of  his  father's  labors,  but  he 
seems  to  have  the  talent  to  match  the 
bravado.  Celebrity's  sales  have  just 
about  doubled — they  are  expected  to 
reach  $42  million  this  year — since 
Unger  stopped  rebelling  against  his 
father's  success,  as  he  puts  it,  and 


Celebrity  Inc.  President  Alan  Unger 

"I  had  a  lot  of  envy  projected  on  me  when  I  first  came  here.' 
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^TENNECO 

Another  Tenneco  Venture: 

Keeping  natural  gas 
on  Americas  front  burner. 

This  year  we'll  drill  some 500 wells, 
produce  a  billion  cubic  feet  a  day, 
and  pipeline  5  billion  cubic  feet  a  day 


Every  day,  millions  of  customers  of  the  util- 
ities we  serve  in  25  states  turn  on  the  gas. 
Making  sure  the  gas  is  there  is  one  of 
Tenneco's  major  responsibilities. 

It's  a  tough  job  that's  getting  tougher, 
because  drilling  prospects  are  ever  deeper 
and  costs  are  higher.  In  1982  we'll  invest 
about  $2  billion  in  energy  projects — over  $5.5 
million  a  day — mostly  for  gas  and  oil  drilling. 
This  will  include  a  record  number  of  wildcat 
wells  on  the  8  million  acres  of  undeveloped 
leases  we  hold  in  the  United  States. 

Since  1944,  when  we  completed  the  first 
long-distance  natural  gas  pipeline  from  the 
Southwest  to  the  East,  we  have  become  a 
major  transporter  and  producer  of  natural 
gas.  Now  we  produce  over  one  billion  cubic 
feet  a  day  In  fact,  two-thirds  of  our  energy 
production  is  in  the  form  of  this  clean,  ver- 
satile fuel.  We're  maintaining  our  high  produc- 
tion levels  and,  in  each  of  the  last  four  years, 
we  have  replenished  our  reserves. 


And,  as  a  pipeliner  with  a  16,700-mile 
system, Tenneco  delivers  over  five  billion 
cubic  feet  of  natural  gas  a  day.  To  keep  this 
volume  of  gas  flowing,  we  have  contracted  for 
more  new  supplies  over  the  last  three  years 
than  we've  delivered  to  our  customers. 

But  we  can  only  do  so  much.  One  factor 
— deregulation  of  natural  gas — would  have  a 
significant  impact  on  future  supplies  of  this 
efficient  fuel,  assuring  natural  gas  a  key  role 
in  meeting  the  nation's  energy  needs  far  into 
the  future. 

Although  energy  provides  more  than 
three-fourths  of  Tenneco's  income,  we  con- 
tinue to  supply  other  basic  needs  like  food, 
construction  and  farm  equipment,  ships, 
automotive  components,  packaging,  chemi- 
cals, and  insurance. 

That's  Tenneco  today:  growing  in  energy 
. . .  and  more. 

For  more  information  about  Tenneco,  write  Dept.  F-1, 
Tenneco  Inc.,  P.O  Box  2511,  Houston,  TX  77001. 


TENNECO  OIL  O  TENNESSEE  GAS  TRANSMISSION  O  J I  CASE  O  TENNECO  AUTOMOTIVE  O 
TENNECO  CHEMICALS  O  NEWPORT  NEWS  SHIPBUILDING  O  PACKAGING  CORP  OF  AMERICA  O  TENNECO  WEST 


The  Up  &  Comers 

took  an  active  part  in  the  company. 
And  its  net  profit  margin  of  about  4% 
is  squarely  between  the  averages  for 
the  cosmetics  and  apparel  industries, 
the  place  where  Celebrity  products 
would  fall.  Unger's  plan  for  doubling 
Celebrity's  sales  again  within  four 
years  sounds  plausible. 

Basically,  Celebrity  created  a  niche 
in  the  cosmetics  field  and  then  ex- 
ploited it.  Cosmetics — makeup,  lip- 
stick, blusher,  whatever — come  in  in- 
dividual containers.  Obviously  it  is 
more  convenient  to  carry  them  in 
some  sort  of  lightweight  carryall, 
rather  than  loose  in  a  pocketbook  or 
purse.  According  to  best  estimates, 
Celebrity  owns  60%  to  80%— de- 
pending on  the  product — of  the  $70 
million  field.  The  competition  is  en- 
tirely small,  privately  held  compa- 
nies. Celebrity's  formula  for  success 
is  described  by  Theresa  Unger,  Alan's 
mother  (who  sat  in  on  one  of  her  son's 
interviews,  passing  him  notes  from 
time  to  time)  as:  "making  a  beautiful 
product  at  a  price."  What  Alan  has 
done  is  to  take  that  pretty  bag  and 
make  it  fashionable.  This  means  the 
cosmetics  bag  can  be  carried  on  its 
own  instead  of  being  tucked  away 
somewhere.  He  has  changed  it  from  a 
utility  to  an  accessory.  And  since 
fashions  change,  it  also  means  a  wom- 
an now  may  need  more  than  one  cos- 
metics bag. 

Unger  learned  about  fashion  as  a 
fine  arts  major  at  Sarah  Lawrence  Col- 
lege and  while  living  in  Europe  in  the 
years  before  joining  his  father's  busi- 
ness. He  dates  the  successful  switch 
in  Celebrity's  strategy  to  the  mid-Sev- 
enties— not  incidentally,  the  time  he 
joined  the  company.  That  was  some- 
thing of  a  watershed  period  in  the 
fashion  world,  a  time  when  fashion 
consciousness  was  spreading  beyond 
the  upper  economic  fringes  and  begin- 
ning to  infect  the  ordinary  working 
woman.  It  was  no  longer  just  enough, 
say,  to  carry  a  handbag  that  matched 
your  dress.  You  had  to  look  fashion- 
able, not  simply  attractive.  As  Unger 
puts  it:  "The  image  and  identity  of 
what  they  are  buying  becomes  a  cru- 
cial issue.  So  if  you  can  create  the 
right  image  and  identity  for  them,  you 
are  making  it  more  comfortable  and 
easier  for  customers." 

Celebrity  cashed  in  on  this  concern 
for  fashion  by  coordinating  its  make- 
up kits,  eyeglass  cases  and  the  like  to 
the  latest  clothing  fashions.  For  ex- 
ample, this  spring  the  "nautical  look" 
and  flowery  prints  in  soft  fabrics  are 
in.  Just  as  the  sailor  suits  and  country- 


style  dresses  were  arriving  in  the 
stores,  shipments  from  Celebrity's 
very  unfashionable  South  Bronx  head- 
quarters were  arriving  featuring 
matching  accessories. 

The  shift  from  basic  bag  to  fashion 
accessory  took  some  doing  in  a  com- 
pany previously  oriented  to  cost-cut- 
ting. Celebrity's  design  staff  has 
grown  from  8  to  28  since  1977.  Most 
of  the  older  executives,  trained  by 
Unger's  father,  are  gone,  replaced  by 
people  who  are  more  fashion  oriented. 

Unger  has  followed  his  father's  lead 
in  keeping  his  costs  and  prices  fairly 
low.  They  range  from  $4.50  for  a  cos- 
metics case  to  $22  for  a  tote  bag. 

The  pricing  strategy  dictates  a 
broad-based  distribution  system. 
Unger  says  he  sells  only  to  "the  finer 
department  stores:  Bloomingdale's,  I. 
Magnin  and  Neiman-Marcus."  But  he 


Unger  dates  the  successful 
switch  in  Celebrity's  strate- 
gy to  the  mid-Seventies — 
the  time  he  joined  the  com- 
pany. "The  image  and  iden- 
tity of  what  they  are  buying 
becomes  a  crucial  issue.  So 
if  you  can  create  the  right 
image,  then  you  are  making 
it  easier  for  customers." 


is  exaggerating.  A  tour  of  Celebrity's 
distribution  center  in  northern  New 
Jersey  reveals  major  shipments  that 
day  heading  toward  mass  marketer 
J.C.  Penney. 

Traditionally,  Celebrity  products 
are  carried  at  the  cosmetics  counters, 
where  makeup  and  moisturizers  have 
about  an  80%  markup.  A  bottle  of 
lotion  that  costs  $10  at  wholesale  will 
retail  for  $  1 8.  Similarly,  Celebrity  bags 
normally  have  about  a  100%  markup. 
This  makes  Unger  very  popular  with 
department  stores.  It  is  now  common 
to  see  a  Celebrity  boutique  in  a  depart- 
ment store.  "It's  really  a  plus  for  the 
department,"  says  Joanne  Mazurki,  a 
cosmetics  buyer  for  Bloomingdale's. 
"It  gives  a  very  fashionable  look,  it 
doesn't  compete  with  anything  else  we 
do,  and  it's  colorful." 

So,  at  29  ("I'll  be  30  in  July,"  is  how 
Unger  puts  it),  Alan  Unger  has  ar- 
rived. Sales  have  never  been  better. 
And  Unger  says  the  company  has  no 
long-term  debt.  But  he  is  bright 
enough  to  sense  that  he  might  need 
some  more  experienced  advice  in  the 
future.  Unger  recently  hired  E.  Doyle 
Robison,  who  started  Brigham  Young 
University's  retailing  school  and  at 
one  time  served  as  Jack  Unger's  assis- 
tant, and  made  him  executive  vice 


president  and  general  manager.  Robi- 
son's  office  is  adjacent  to  Unger's.  But 
while  Unger  is  willing  to  listen  to 
advice,  he  stresses  that  the  ideas  J 
about  the  company's  immediate  fu- 
ture are  completely  his  own. 

Earlier  this  month  Celebrity  an- 
nounced a  major  expansion  for  its 
home  fragrance  line.  The  decision  to 
sell  scented  soaps,  candles,  sachets 
and  other  knickknacks  is  a  logical 
extension  of  Celebrity's  existing  prod- 
uct line.  The  company  will  use  its  75- 
person  sales  force  to  sell  to  the  same 
stores  that  carry  its  bags.  There  is  ai 
further  overlap.  Many  of  the  products 
that  Celebrity  will  sell  through  its 
Prestige  Place  division  will  be  pack- 
aged with  the  patterns  used  in  its 
bags.  And  the  fragrances  will  be  aimed 
at  the  same  upper  end  of  the  market. 
Unger  has  spent  $1  million  research- 
ing and  preparing  the  launch  of  the 
new  fragrances  and  is  convinced  that 
Celebrity  can  dominate  the  $200  mil- 
lion— and  growing — market  in  home 
fragrances. 

Trendy  to  a  "T,"  Unger  explains: 
"In  a  certain  point  in  our  culture,  peo- 
ple lived  in  a  rural  area  where  they 
opened  their  windows  and  fresh  air 
came  in  and  you  could  smell  the  flow- 
ers. Well,  we  don't  live  in  that  envi- 
ronment any  more.  People  now  live  in 
cities  more  than  they  ever  did  before. 
They  entertain  at  home  more  and 
they  are  much  more  aware  of  what 
surrounds  them  in  their  homes." 

But  the  expansion  of  Prestige  Place, 
which  did  about  $9  million  in  sales 
last  year,  won't  be  as  easy  as  opening 
and  closing  a  cosmetics  bag.  For  ex- 
ample, Len  Hardwick,  vice  president 
for  marketing  at  rival  Minnetonka's 
Claire  Burke  division,  used  almost  ex- 
actly the  same  words  in  describing 
how  and  why  his  company  plans  to 
expand  its  market  share.  Estee  Lauder 
and  Calvin  Klein  are  also  expected  to 
reveal  new  home  fragrances  soon,  and 
Hardwick  foresees  the  field  will  be 
overcrowded. 

The  expansion  makes  sense  for  Ce- 
lebrity nonetheless  and  makes  person- 
al sense  for  Alan  Unger,  a  young  man 
still  somewhat  under  the  shadow  of  his 
deceased  father.  It's  Alan's  chance  not 
merely  to  improve  on  what  his  suc- 
cessful father  did  but  to  branch  out  into 
something  on  his  own.  Alan  Unger's 
office  is  clearly  his:  not  ostentatious 
like  his  car,  but  definitely  fashionable, 
from  the  taupe  fabric-covered  walls  to 
the  excellent  Miro  lithograph  on  the 
wall.  "I  had  a  lot  of  envy  projected  onto 
me  when  I  first  came  here,"  he  says. 
"But  I  think  that  is  ending  now."  He 
says  this  last  more  with  a  note  of  hope 
than  of  certainty.  ■ 
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Sandy  McCormick  is  neither  a  geologist 
nor  a  petroleum  engineer.  Hes  got  a  de- 
gree that  is  worth  more  than  either  title  in 
the  oil  and  gas  business. 


If  at  first 


•  •  • 


By  Carol  E.  Curtis 


Everyone  knows  that  tumbling 
oil  prices  are  wreaking  havoc 
among  the  smaller  indepen- 
dent producers.  Stocks  of  many  inde- 
pendents are  down  50%  from  1981 
highs.  Of  3,000  newcomers  that  have 
:opened  their  doors  since  1980,  the 
llndependent  Petroleum  Association 
.of  America  estimates  that  half  may 
jnot  make  it  through  the  current  glut. 
But  there  are  some  well-managed 


independents  that  are  booming  as 
never  before.  Take,  for  example, 
McCormick  Oil  &  Gas  Co.,  a  Hous- 
ton-based exploration  company. 
McCormick  had  a  banner  year  in 
1981,  its  first  full  year  as  a  public 
company.  Net  income  hit  $16  million 
on  revenues  of  $58  million,  up  from 
$4  million  in  income  on  $33  million 
in  revenues  the  year  before.  Says 
Sandy  McCormick,  who  founded 
McCormick  12  years  ago:  "After  25 
years  in  the  business,  I  see  the  best 


opportunity  since  the  1973  embargo." 

How  come  McCormick  is  doing  so 
well  when  most  of  the  other  indepen- 
dents are  hurting?  Because  Sandy 
McCormick  learned  a  long  time  ago 
how  important  it  is  to  hedge  your  bets 
in  the  oil  business.  Or,  as  he  puts  it: 
"Organize  yourself  so  that  when  ev- 
erything that  can  possibly  go  wrong 
goes  wrong  twice,  you  are  still  in  busi- 
ness." With  only  $30.2  million  in  debt 
on  $34.6  million  in  equity — supercon- 
servative  for  the  industry — a  healthy 
$35  million  cash  flow  and  enough  cor- 
porate backers  to  weather  any  foresee- 
able storm,  McCormick  is  not  only 
still  in  business,  he's  in  an  excellent 
position  to  pick  up  the  choicest  leases 
of  his  less  prudent  competitors. 

His  qualifications?  A  series  of  ad- 
vanced degrees  from  the  school  of 
hard  knocks.  Hard  knocks?  How  can 
you  say  this  about  a  man  raised  by  a 
German  governess  in  an  elegant  Park 
Avenue  apartment  in  New  York 
City?  McCormick  looks  like  he 
would  be  more  at  home  on  Wall  Street 
than  on  a  crude-spattered  oil  rig.  That 
was  just  what  his  Wall  Street  lawyer 
father  had  in  mind  for  him  after  he  got 
out  of  Hotchkiss  and  studied  history 
at  Yale.  But  after  three  years  in  Europe 
recovering  from  the  rigors  of  an  Ivy 


Sandy  McCormick  of  McCormick  Oil  &  Gas  working  The  Street 

"After  25  years  in  the  business,  I  see  the  best  opportunity  since  the  1973  embargo. 


FORBES,  APRIL  26,  1982 


145 


The  Up  &  Comers 

League  education,  young  McCormick 
drifted  into  oil.  It  seems  that  while 
pondering  his  future  ("I  didn't  have 
the  foggiest  idea  of  what  I  wanted  to 
do,"  he  recalls)  he  ran  into  Yale  class- 
mate John  Bush,  founder  of  Zapata 
Corp.  and  younger  brother  of  George 
Bush.  McCormick  spoke  Spanish.  Za- 
pata was  active  in  South  America.  So 
McCormick  was  hired  as  a  "land 
man,"  evaluating  and  acquiring  leases 
on  oil  land.  Although  McCormick 
made  only  one  trip  to  South  America 
for  Zapata,  he  got  a  first-rate  educa- 
tion. "If  you're  not  an  engineer  or  a 
geologist,  being  a  land  man  is  an  ex- 
cellent way  to  learn  the  business,"  he 
explains.  "Land  is  at  the  heart  of  every 
deal." 

There  began  his  real  education. 
McCormick's  first  brush  with  the 
downside  of  the  business  came  soon 
after.  In  1956  he  was  sent  to  Midland, 
Tex.  just  as  the  industry  headed  into 
an  extended  tailspin.  "In  those  days," 
he  recalls,  "you  went  out  and  got 
drunk  to  celebrate  if  you  could  sell 
natural  gas  for  18  cents  an  mcf." 

For  seven  years  McCormick  eked 
out  a  meager  living,  starting  at  $360  a 
month  in  sleepy  Midland.  Then  one 
day  he  ran  across  what  he  felt  were 
some  choice  drilling  prospects  and 
persuaded  his  boss  to  accompany  him 
to  New  York  to  raise  some  money. 
McCormick  was  astonished  that  even 
in  a  depressed  oil  market  a  Wall  Street 
firm  snapped  up  the  offering. 

After  some  time,  McCormick  felt 
he  knew  enough  to  strike  out  on  his 
own.  Now  came  an  advanced  degree 
in  hard  knocks.  His  independent  part- 
nership put  all  its  eggs  in  one  basket, 
and  when  its  prospective  partner 
pulled  out,  McCormick  had  to  fold  his 
new  company.  That  taught  McCor- 
mick a  lesson:  "You  need  plenty  of 
capital  to  survive,  because  oil  is  the 
business  of  the  unexpected." 

It  was  back  to  being  an  employee, 
this  time  for  Chambers  &  Kennedy, 
an  independent  that  later  sold  out  to 
Alaska  Interstate.  McCormick  had  a 
piece  of  the  action.  But  it  was  1964, 
and  the  action  wasn't  all  that  good. 
McCormick  had  already  spent  eight 
years  in  a  still-depressed  industry. 
Why  not  move  to  Wall  Street,  as  so 
many  of  his  friends  had  done? 

McCormick  admits  it  was  probably 
just  stubbornness  not  to  go.  He  was 
determined  that  the  business  not  get 
the  better  of  him.  He  also  was  con- 
vinced that  having  paid  his  dues,  the 
payoff  was  at  hand.  "It's  very  good  to 
get  into  this  business  in  tough  times," 


he  says.  "People  who  are  in  trouble 
now  got  into  the  business  when  it  had 
nowhere  to  go  but  up." 

In  1968  McCormick  took  two  prop- 
erties to  the  investment  communi- 
ty— and  sold  them  at  a  nice  profit. 
Pulling  out  the  old  Hotchkiss  school 
tie,  he  .attracted  two  "substantial 
backers"  to  the  tune  of  $4.5  million — 
enough  money  to  put  together  a  staff 
of  15  and  to  rent  modest  quarters  in 
the  Tenneco  Building  in  downtown 
Houston. 

Happy  ending?  Not  yet.  After  two 
prosperous  years,  his  leading  corpo- 
rate backer  merged  with  an  oil  com- 
pany, leaving  McCormick's  firm  "like 
a  ship  with  a  huge  hole  in  the  bot- 
tom." McCormick's  only  remaining 
backer,  a  New  York  bank,  said  that 
selling  public  programs,  which  were 
then  virtually  unknown,  was  the  only 
way  to  stay  in  business. 


McCormick's  credo: 
"Organize  yourself  so  that  when 
everything  that  can  possibly  go 
wrong  goes  wrong  twice,  you 
are  still  in  business." 


So  in  1970,  with  oil  at  $3  a  barrel 
and  gasoline  at  30  cents  a  gallon, 
McCormick  took  to  the  road  to  sell 
his  "limited  partnerships" — $10,000 
minimum  investments  in  his  com- 
pany in  return  for  a  share  of  the  prop- 
erties and  revenues. 

Bad  luck  again.  No  sooner  had  he 
begun  his  program  than  the  collapse 
of  King  Resources,  the  nation's  first 
public  drilling  program,  hit  the  front 
pages.  In  seven  weeks  McCormick 
traveled  58,000  miles  and  raised  a 
grand  total  of  just  $700,000. 

Only  then  did  McCormick's  luck 
change  and  his  persistence  and  imper- 
viousness  to  defeat  begin  to  pay  off. 
The  1973-74  Arab  oil  embargo  was 
what  made  the  difference.  "Then 
along  came  the  embargo,"  he  says, 
allowing  himself  a  slight  smile. 
McCormick  leans  back  on  his  plush 
sofa,  behind  him  a  floor-to-ceiling 
glass  wall  offering  a  spectacular  view 
of  downtown  Houston. 

As  oil  prices  soared  from  less  than 
$3  a  barrel  in  1973  to  $12  in  1974, 
they  transformed  the  business  over- 
night. Though  McCormick  had  more 
gas  than  oil,  he  felt  an  enormous  lift. 
Raising  money  suddenly  became 
easy.  By  1975  McCormick  had  taken 
on  22  professionals  to  provide  inde- 
pendent assessments  of  oil  and  gas 
drilling  prospects.  A  20-year  veteran 
of  the  industry,  McCormick  had 
learned  a  thing  or  two  from  all  those 


years  in  the  slow  lane. 

In  addition  to  offering  public  drill- 
ing programs,  he  began  to  solicit  cor- 
porate investors.  Since  1974,  between 
25%  and  50%  of  McCormick's  back- 
ers have  been  corporations.  Why?  "Fi-j 
nancially,  I  didn't  want  all  my  eggs  in 
one  basket  ever  again." 

The  result:  McCormick  is  uniquely 
able  to  withstand  the  current  period 
of  falling  prices  and  high  interest 
rates.  Although  public  drilling  funds 
dry  up  when  oil  prices  weaken,  he  has 
enough  corporate  backers  to  spread 
the  risk.  With  plenty  of  cash  and  mod- 
est debt,  he  is  also  not  severely  hurt 
by  punishingly  high  rates  of  interest. 
"I  learned,"  he  says,  "that  you  can't 
pay  a  bank  debt  with  acreage." 

In  order  to  help  improve  liquidity 
and  to  raise  more  working  capital, 
McCormick  took  his  company  public 
a  couple  of  years  ago.  The  offering  was 
in  the  form  of  a  tax-free  exchange  of 
limited  partnerships  for  shares  of 
stock  at  market  price,  then  $15.  Some 
85%  of  the  partners  elected  to  make 
the  exchange. 

Like  all  oil  and  gas  stocks,  McCor- 
mick's price  has  slipped  since  then — 
the  stock  traded  recently  at  $  1 1 .  That's, 
not  much  of  a  slide,  considering  what 
has  happened  to  most  oil  stocks. 

For  one  thing,  McCormick  has  be- 
come progressively  more  of  a  gas  com- 
pany than  an  oil  company.  With  gas 
now  85%  of  his  production,  McCor- 
mick is  in  an  excellent  position  toi 
benefit  from  the  higher  prices  Wash- 
ington is  allowing  for  gas.  In  1981,  for 
example,  while  oil  prices  fell,  the  av- 
erage price  the  company  received  for 
its  gas  rose  40% . 

No  mere  promoter,  McCormick 
also  has  his  own  highly  regarded  staff 
of  geologists  and  petroleum  engi- 
neers. Their  evaluations  have  allowed 
the  company  to  build  a  solid  reserve 
base:  98  billion  cubic  feet  of  gas  and 
877,000  barrels  of  oil. 

There  is  also  that  cash  flow.  In  a 
depressed  oil  market,  the  deep-pock- 
eted company  has  an  excellent  oppor- 
tunity to  position  itself  for  the  rest  of 
the  decade. 

This  year  McCormick  will  focus 
his  $35  million  exploration  budget 
mainly  on  deep  gas  prospects.  The 
company's  reserves,  mostly  in  Texas 
and  Louisiana,  are  well  located  near 
transportation.  "Oil  stocks  may  be  on 
their  fanny,"  he  says.  "But  there  are 
extraordinary  opportunities  for  busi- 
nesses that  are  mostly  gas  and  that 
have  capital  and  drilling  budgets." 
McCormick's  secret?  The  kind  of 
tough-skinned  personality  that  learns 
from  defeat  rather  than  getting  dis- 
couraged by  it.  ■ 
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PAKE  YOUR  NEXT  BUSINESS  TRIP  AND  STICK  IT. 


jAmerican  Satellite's  Video  Teleconferencing  System 
ithe  first  truly  simple  "stay-at-home"  business  trip.  Just 
ug  it  in.  Through  satellite  transmission  you'll  be  able  to 
eet"  with  people  at  anytime .  . .  anywhere  in  the 
lited  States. 

You'll  be  able  to  see,  hear,  speak  and  record  as  if  you 
bre  face-to-face  instead  of  thousands  of  miles  apart, 
fact,  American  Satellite's  Video  Teleconferencing 
i/stem  is  just  like  being  there... but  without  the  travel 
ne  and  expense,  overnight  stays  and  delays. 
!  Service  options,  ranging  from  complete  room  design 
simple  modular  ConferenceCenter  consoles,  can  be 


tailored  to  your  unique  requirements. 

Find  out  how  you  can  do  more  business  with  less' 

travel.  Write  American  Satellite  Company,  18012A 

Research  Blvd.,  Rockville,  Maryland  20850.  Or  call 

(301)251-8300. 

Between  heaven  and  earth 
there's  little  we  can't  do. 

AMERICAN 
SATELLITE 
COMPANY 

American  Satellite  Company  is  a  |oint  venture  between  Continental  Telephone  and  Fairchild  Induslri 


How  San  Diego's  Sol  Price  lures  upscale 
customers  with  downscale  merchandising. 


"So  who  doesn't 
like  a  bargain?" 


By  William  Harris 


INUTES    BEFORE    NOON,  the 

400-car  parking  lot  is  already 
jammed.  A  special  sale  start- 
ing? Nope,  just  another  Monday 
morning  at  the  Price  Club.  A  club? 
Not  really.  It's  a  private  business  that 
sells  only  to  "members."  Inside,  a  cor- 
nucopia of  merchandise  stacked  high 
on  industrial  shelves  fills  the 
102,000-square-foot  ware- 
house, all  selling  at  prices 
Scrooge  would  have  loved: 
Michelin  radial  tires  for  just 
$42.95,  $20  below  list;  Rob- 
ert Ludlam's  latest  thriller, 
77?e Parsifal Mosaic,  for  $10.68, 
33%  off  the  cover  price;  a 
carton  of  Marlboros  for 
$5.23,  not  $6.55  as  at  the 
Safeway.  Prices  here  are  so 
low  that  local  grocers  buy 
stuff  at  the  Price  Club  and 
then  resell  it  in  their  shops. 

The  San  Diego-based  Price 
Club,  founded  six  years  ago 
by  Sol  Price,  is  a  unique  re- 
tailing hybrid:  part  cash-and- 
carry  grocery,  part  discount 
department  store.  It  doesn't 
offer  the  selection  of  a  K  mart,  say, 
and  the  decor  is  nonexistent,  higb- 
tech  by  default.  But  Sol  Price,  66, 
doesn't  give  a  damn  about  decor  or 
variety.  His  strategy  is  selling  name- 
brand  goods  at  wholesale  prices  to 
clients  who  use  dollies,  not  just  shop- 
ping carts,  to  pile  up  purchases.  "So 
who  doesn't  like  a  bargain?"  the 
crusty  Price  Club  chairman  shrugs, 
when  asked  about  the  numerous  Mer- 
cedes sitting  in  his  parking  lot. 

Price  doesn't  advertise,  counting  on 
his  customers  to  spread  the  word.  Yet 
Price  Club  revenues  have  rocketed  to 
$226.8  million  since  1976,  earning 
$5.1  million,  or  52  cents  a  share,  last 


year.  That's  a  55%  sales  jump  and 
101%  earnings  increase  over  fiscal 
1980.  Guess  what?  Those  gains  did 
not  come  from  added  outlets  but  from 
the  four  existing  Price  Clubs  dotting 
southern  Calfornia  and  Arizona.  Price 
expects  sales  to  reach  $350  million  in 
the  fiscal  year  ending  Aug.  31. 

Sol  Price  is  no  stranger  to  Sunbelt 
retailing.  Back  in  1954  he  started  Fed- 


Sol  Price 
Defying 


(left)  (Did son  Robert  in  the  Price  Club 
current  trends  in  mass  retailing. 


Mart,  a  West  Coast  mass  merchandis- 
er/supermarket that  pioneered  house 
brands  and  the  "one-stop  shopping" 
concept.  Fed-Mart  was  bought  out  in 
1975  by  German  retailer  Hugo  Mann, 
who  fired  Price  and  has  subsequently 
driven  Fed-Mart  into  the  ground 
(Forbes,  June  23,  1980). 

Then  59,  Price  collected  $1.8  mil- 
lion from  the  sale  of  his  Fed-Mart 
stock  but  wasn't  ready  to  retire.  Walk- 
ing the  San  Diego  streets,  he  and  his 
son  Robert,  a  former  Fed-Mart  execu- 
tive and  now  Price  Club's  president, 
mapped  out  a  wholesale  cash-and-car- 
ry business.  "We  had  no  desire  to 
compete    with    Fed-Mart,"  Price 


claims,  although  he  did  hire  seven 
former  Fed-Mart  colleagues.  "Why  be 
a  me-too  retailer?" 

Within  seven  months  of  leaving 
Fed-Mart,  father  and  son  opened  the 
first  Price  Club.  "We  decided  not  to 
operate  on  the  idea  that  we've  got  to 
make  back  on  this  what  we've  lost  on 
that,"  Price  continues.  "At  the  Price 
Club  there's  not  a  hell  of  a  difference 
between  a  book,  a  tire,  a  TV  set  or 
food  because  our  margins  are  low 
across  the  board.  We  won't  keep  any- 
thing that's  dead  or  slow-moving." 
Price  has  a  minuscule  $12.5  million 
tied  up  in  inventory,  which  turns  18 
times  per  year,  compared  with  K 
mart's  $3.4  billion  inventory  turning 
4  times  annually. 

Sharp-tongued  and  tightfisted,  Sol 
Price  defies,  even  mocks,  current 
trends  in  mass  retailing.  None  of  his 
stores,  for  instance,  sit  in  prime  loca- 
tions. Bargain  hunters  from  exclusive 
La  Jolla  obviously  don't  mind  travel- 
ing a  few  extra  miles  to  San  Diego's 
barren  Rose  Canyon  section.  Price,  in 
turn,  cops  a  better  rent  deal,  saving  an 
estimated  $400,000  a  year. 

The  Price  Club  does  not  accept 
credit  cards  because  Price  doesn't 
want  to  pay  Visa  1.5%  or 
more  off  the  top,  and  each 
store  stays  open  only  eight- 
and-a-half  hours  a  day.  "If 
you  stretch  your  hours,  you 
merely  stretch  out  your  busi- 
ness," snaps  the  silver-haired 
Price  from  his  austere  office 
overlooking  San  Diego  Bay. 
That  also  means  Price  is  pay- 
ing just  one  worker  shift.  He 
won't  even  spend  a  cent  on 
shopping  bags.  Instead,  goods 
are  stuffed  into  discarded 
boxes  stacked  near  the  cash- 
iers. That  saves  the  company 
money  and,  perhaps  more 
important,  reinforces  the 
bare-bones  image  of  shop- 
ping at  the  Price  Club. 
Is  there  an  element  of  the- 


ater in  all  this?  Yes,  and  Price  admits 
it.  "Merchandising  is  not  a  science, 
it's  an  art,"  he  explains.  "Why  is 
Bloomingdale's  so  exciting  compared 
with  Bonwit  Teller  or  Lord  &  Taylor, 
which  carry  the  same  things?"  Price 
refuses  to  stock  anything  but  well- 
known  labels,  which  need  no  promot- 
ing. House  brands  or  seconds  are  not 
found  in  a  Price  Club. 

If  he  can't  buy  direct  from  the  man- 
ufacturer— as  is  true  with  Sony, 
which  won't  allow  its  products  to  be 
discounted — Price  will  try  to  offer  a 
comparable-quality  substitute,  like 
Toshiba's  videotape  recorder.  Failing 
that,  he  simply  won't  carry  the  item. 
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Nor  does  Price  sell  any  fresh  meat  or 
produce,  save  5-pound  packs  of  ham- 
burger. Spoilage  shrinks  profitability. 
Packaged  foods  must  be  purchased  in 
ijarge  sizes  or  by  the  case. 

The  show-biz  aspect  of  Price's  re- 
tailing is  reinforced  by  the  member- 
ship policy.  It's  a  privilege,  not  a  right, 
'  o  shop  there.  He  won't  open  his  doors 
s  o  just  any  eager  soul,  but  allows  only 
local  retailers  and  professionals,  or 
|:mployees  of  certain  banks,  utilities, 
Government  offices  or  savings  and 
5  oans  to  shop  at  the  Price  Club.  Large 
lilepositors  at  those  same  S&Ls  are 
blso  welcome. 

His  best  customers  are  shop- 
keepers, who  buy  large  quantities  for 
(resale  and  contribute  60%  of  Price's 
j sales.  These,  the  wholesale  members, 
jrnust  pay  a  $25  fee  annually,  which 
[adds  up  to  a  neat  $2  million  up  front. 
I  Employees  of  the  civil-service-like 
lousinesses,  the  group  members,  pay 
no  fee  but  do  pay  5%  above  the  posted 
Iprices.  By  restricting  group  member- 
ship to  nonindustrial  corporations — 
where  jobs  tend  to  be  steady  and 
i workers  prescreened  for  reliability — 
iPrice  cuts  down,  he  says,  on  bad 
[checks  and  shoplifting. 

It  took  a  year  for  the  first  Price  Club 
jto  catch  on,  in  part  because  Price  re- 
ifused  to  advertise.  He  had  to  go  back 
(to  friends  and  sell  more  stock  to  keep 
afloat.  But  since  then,  each  one  has 
'turned  profitable  immediately.  Yet, 
forever  going  against  conventional  re- 
Itailing  wisdom,  Price  has  no  glamor- 
ous expansion  plans.  He  is  opening 
I  only  three  new  Price  Clubs  this  year, 
Sand  he  may  double  the  size  of  the 
chain  by  1985. 

"Bigness  is  a  serious  danger,"  he 
states.  "Pretty  soon  one  is  trying  to 
I  control  the  animal  instead  of  keeping 
jthe  stores  exciting.  We  had  only  46 
(outlets  when  I  left  Fed-Mart,  but  it 
I  was  already  becoming  too  complicat- 
ed, what  with  running  trucks  to  and 
from  distribution  centers,  keeping 
track  of  an  enormous  number  of 
items.  We  plan  to  keep  the  Price  Club 
simple." 

Simple  and  profitable.  To  get  start- 
ed Sol  Price  easily  raised  $2.5  million, 
peddling  475  shares  of  Price  Club 
stock  to  various  friends  and  employ- 
ees. Thanks  to  three  splits,  one  origi- 
|  nal  Price  Club  share  worth  $5,000  has 
now  multiplied  into  18,000  shares, 
worth  $2.5  million.  Sol  Price  is  the 
largest  stockholder,  controlling  22% 
of  the  10  million  shares  outstanding. 
Insiders  control  another  15%  of  the 
shares,  which  recently  traded  over- 
the-counter  at  $14.  The  customers, 
clearly,  aren't  the  only  one's  driving 
Mercedes.  ■ 


Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But  you'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

THEAMPAD 


si 


American  Pad  &  Paper  Company,  Holyoke,  Massachusetts. 


Fifty,  Fifty. 

These  are  odds  that  no  one  would  care  to  bet  on.  But  the  thousands  of 
sons  and  daughters  of  Huntington's  Disease  patients  have  no  choice. 
They  were  born  with  a  50/50  chance  of  inheriting  this  terrifying,  fatal  illness. 
For  potential  H  D.  victims,  everyday  is  a  gamble.  And  if  they  lose,  it's  for  keeps 

Give  generously  to  the  National  Huntington's  Disease  Association. 
Help  make  this  generation  its  last 

HD  National  Huntington's  Disease  Association  128A  East  74  Street,  New  York 
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Back  to  burgers 

Not  everyone  makes  business  deci- 
sions the  way  Norman  Brinker  does. 
He  put  corn  on  the  cob  in  his  Steak  & 
Ale  restaurants  because  he  liked  the 
film  Tom  Jones.  "Remember  the  eat- 
ing scene?"  he  says.  "The  way  they 
brandished  those  chicken  legs  and 
licked  their  fingers?"  A  restaurant, 
Brinker  believes,  should  offer  a  mea- 
sure of  fun. 

Some  of  the  problems  Brinker  faces 
as  president  of  Pillsbury's  newly 
formed  restaurant  division,  though, 
are  hardly  fun  and  games.  The  group 
includes  not  only  S&A.  but  also  Burger 
King,  one  of  $3.3  billion  (sales)  Pills- 
bury's most  troublesome  operations. 
Since  1980  operating  profits  have 
grown  only  9%,  despite  12%-a-year 
sales  growth — -problems  exacerbated 
by  shake-ups  in  management  and 
careless  site  selection  that  alienated 
some  of  its  2,700-odd  franchisees. 

Franchising  is  something  Brinker, 
50,  will  have  to  learn.  Burger  King 
owns  only  15%  of  its  3,162  outlets, 
compared  with  25%  for  McDonald's 
and  100%  for  Steak  &  Ale  (which 
Brinker  founded  in  1966  and  sold  to 
Pillsbury  in  1976).  He  is,  however,  a 
seasoned  restaurateur:  He  had  spent 
eight  years  developing  Jack-in-the- 


Alvarez,  Hyland  &  Young's  Elaine  Young 
Smiling  through  the  Apocalypse. 


Pillsbury  's  Norman  Brinker 
Hardly  fun  and  games. 


Box  restaurants  and  founded  Benni- 
gan's,  a  trendy  quiche-and-burger 
chain  (55  units,  $120  million  in  rev- 
enues). He's  a  quick  study.  Son  of  a 
Denver  civil  servant,  Brinker  grew  up 
riding  Western-style  but  learned  En- 
glish riding  well  enough  to  make  the 
1952  Olympic  team.  A  devoted  sports- 
man who  was  married  to  the  late 
Wimbledon  champion  Maureen  Con- 
nolly, Brinker  owns  the  Willow  Bend 
Polo,  Hunt  &  Tennis  Club  in  Dallas. 
That  means  commuting  between  his 
home  in  Dallas  and  Burger  King's 
headquarters  in  Miami,  but  Miami  is 
only  66  miles  from  Palm  Beach,  where, 
grins  Brinker,  "they  play  some  fantas- 
tic polo." — Anne  Bagamety 

1 5  rms,  Bel  Air  vu 

Hard  times  may  be  leveling  condo 
builders  in  Los  Angeles  (see p.  40),  but 
not  everyone  in  Babylon  West  is  suf- 
fering. Consider  Elaine  Young,  who 
sells  homes  in  Beverly  Hills,  Bel  Air 
and  Holmby  Hills.  The  average  sale  at 
her  firm,  she  reports,  is  about  $1.4 
million — the  current  asking  price  on 
Raquel  Welch's  home — but  can  go  a 
lot  higher.  [M.AS.H.'s  Loretta  Swit  is 
asking  $5.25  million  for  hers.) 

Young,  47,  scours  Hollywood  trade 
publications  for  news  of  stars  and 
checks  an  intelligence  network  rang- 
ing from  limo  drivers  to  lawyers — 
anyone,  for  example,  who  may  have 
heard  about  a  divorce  in  the  making. 
(A  productive  tip  generates  a  finder's 
fee,  perhaps  $7,500  on  a  $2  million 
sale.)  "In  divorces  the  wife  used  to 
keep  the  house  while  the  husband 
bought  a  new  one,"  she  says.  "Now, 
the  couple  sells  their  house.  Both  hus- 
band and  wife  buy  new  ones,  and  their 
lawyers — taking  big  settlement  fees — 


may  buy  homes,  too." 

To  court  her  clients,  she  keeps  a 
table  at  the  Polo  Lounge,  drives  a 
$55,000  Sceptre  Roadster  and  spends 
about  $2,000  a  month  (nondeductible) 
on  clothes.  Young  can  afford  the  life- 
style. This  year  she  figures  her  firm, 
Alvarez,  Hyland  &  Young,  will  sell 
$100  million  in  homes — about  equal 
to  last  year — and  that  she  will  keep 
$250,000  in  commissions. 

It  is  essential,  Young  says,  to  make 
the  first  stop  the  perfect  house:  "Ce- 
lebrities are  busy.  They  don't  like  to 
look  around  much."  Indeed.  On  a 
recent  Saturday  afternoon,  Liz  Taylor 
bought  a  $2.8  million  home,  not  both- 
ering to  look  at  two  others  Young  held 
in  reserve. — John  Merwin 

Foreign  exchange 

Indian-born  Gokul  Agarwalla  strad- 
dles two  cultures,  with  his  Indian  en- 
gineering degree  and  his  American 
M.B.A.  As  he  figures  it,  Third  World 
countries  should  not  look  to  big  mul- 
tinationals for  their  technology. 

"Most  multinational  corporations 
don't  have  high  technology  to  offer," 
he  argues.  "They  have  exploited  this 
myth  by  selling  generations-old  tech- 
nology at  exorbitant  prices,  thereby 
locking  a  country  out  of  international 
competition."  It  is  the  small  U.S. 
companies  that  Third  World  nations 
should  be  looking  to,  Agarwalla  says. 
Combine  the  technology  of  U.S.  firms 
and  the  cheap  labor  of  Third  World 
companies,  he  urges. 

As  president  of  Barry  International, 
an  affiliate  of  the  consulting  firm 
Theodore  Barry  &  Associates,  Agar- 
walla puts  together  joint  ventures  be- 
tween small  U.S.  firms  and  foreign 
companies.  For  this  he  receives  a  fee 
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Its  Time  you 
Knew  More  About 

Oklahoma's 
Billion  Dollar 


Energy  Corporation 


re  ONEOK  Inc.  (pronounced  one-oak).  Our 
revenues  exceed  one  billion  dollars.  We  have  the  nation's 
7th  ranking  integrated  natural  gas  utility  —  Oklahoma 
Natural  Gas  Company.  We're  active  in  oil  and  gas 
exploration  and  production,  natural  gas  liquids  extraction, 
and  more.  ONEOK.  Our  NYSE  symbol  is  OKE.  Perhaps 
it's  time  you  knew  more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  write:  P.  O.  Box  871,  Tulsa,  OK  74102 
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of  5%  to  10%  of  the  deal,  including 
stock.  Most  of  the  U.S.  firms  on  Agar- 
walla's  current  roster  are  those  with 
Third  World  origins.  Incomnet,  for  ex- 
ample, run  by  an  Indian,  has  carved 
out  a  niche  with  an  inventory  track- 
ing and  communications  network 
whose  software  was  developed  in  In- 
dia. It  plans  to  set  up  a  firm  in  Asia. 

Agarwalla's  expertise  helps  U.S. 
companies  to  navigate  the  shoals  of 
Third  World  bureaucracy.  Recently 
he  helped  ITAC,  a  tiny  West  Coast 
maker  of  microprocessor  systems,  set 
up  four  satellite-manufacturing  joint 
ventures  in  India,  Malaysia,  Pakistan 
and  the  Philippines.  ITAC  will  own 
60%  of  the  projects,  each  of  which  is 
expected  to  generate  $10  million  in 
revenues  in  three  years  at  a  startup 
cost  of  $2.5  million. 

Because  Third  World  governments 
are  eager  for  jobs  and  technology, 
Agarwalla  says  they  have  been  forth- 
coming with  sizable  loans  and  tax 
benefits.  In  one  joint  venture,  the 


Barry  International's  Gokul  Agarwalla 
When  thinking  small  is  a  good.  idea. 


overseas  company  put  up  only 
$750,000.  And  of  the  U.S.  firm's 
$450,000  share,  $250,000  came  from  a 
technology  transfer  fee  and  $100,000 
from  profits  from  the  export  of  capital 
equipment. — Subrata  N.  Chakravarty 


Fancy  footwork 

In  1971  David  Lando  noticed  that  not 
much  merchandise  was  moving  in  his 
Pittsburgh  sporting  goods  store  except 
sneakers — that  is,  athletic  footwear. 
So,  he  scrapped  almost  everything 
else  and  opened  a  store  stocking  all 
sorts  of  footwear  for  active  people.  He 
dubbed  his  stores  Athlete's  Foot  and, 
by  1976,  had  franchised  another  18 
around  the  country. 

That  same  year,  in  a  deal  serving  as 
a  model  of  familial  goodwill,  David 
sold  his  burgeoning  franchise  oper- 
ations to  his  younger  brother,  Robert, 
for  $365,000— an  amount  equal  to  80 
times  David's  earnings  at  the  time. 
David,  by  then  65,  retired  happily  to 
Florida  while  keeping  ownership  of 
only  two  Athlete's  Foot  shops  and  1% 
of  the  gross  of  four  additional  Pitts- 
burgh franchisees. 

If  David  has  any  cause  for  jealousy 
these  days,  he's  not  showing  it.  Rob- 
ert Lando,  now  a  youthful-looking, 
tennis-playing  66,  has  taken  Athlete's 
Foot  Marketing  Associates  Inc.  to  a 
422-store  international  franchising 
operation  that  sold  5  million  pairs  of 
athletic  shoes  in  the  U.S.,  Japan  and 
Australia  last  year  and  grossed  $150 
million,  1.5%  to  3%  of  which  be- 
comes Lando's  royalty  fee. 

Seventy-five  percent  of  the  shops' 


Mme.  Renard  delivers  2300  baskets 
of  fresh  cut  flowers  to  our  guests 
every  month. 


We  serve  your  drink  beneath  the  splendor 
of  frescoed  ceilings  and  rare  marbles, 
along  with  potato  chips  you  have  to  taste 
to  believe,  made  daily  by  our  sous-chef. 


Athlete's  Foot  Marketings  Robert  Lando 
Running  all  the  way  to  the  bank. 


I  sales  come  from  footwear  (the  rest  is 
i  from  jogging  suits,  and  other  ac- 
i  tivewear).  Lando  believes  the  U.S. 
:  alone  can  handle  another  400  Ath- 
!  lete's  Foot  stores:  "A  serious  jogger 
i  goes  through  at  least  five  pairs  of 
i  shoes  a  year . "  And  five  years  ago  wom- 


en and  children  accounted  for  only 
10%  of  sales.  "It  is  now  at  least  30%," 
he  says,  "and  will  soon  be  35%." 

Owner  of  a  Pittsburgh  ad  agency 
until  he  sold  it  to  buy  the  franchising 
operations,  Lando  gives  his  franchi- 
sees a  hard  sell  on  one  message  in 
particular— sell.  Accordingly,  franchi- 
sees (who  put  up  $7,500  in  return  for 
help  in  setting  up  shop)  typically 
stock  6,000  pairs  of  sports  shoes  in 
160  styles.  The  average  sneaker  goes 
for  $35.  Lando's  marketing  strategy 
teaches  the  shopper  that  there  is  a 
world  of  difference  between  a  tennis 
shoe  and  a  shoe  for  racquetball. 

Lando  thinks  the  sneaker  game  is 
nearly  recession-proof.  When  there 
are  hard  times,  he  says,  what's  a  few 
dollars  for  a  pair  of  sneaks?  Last  year 
average  store  unit  real  sales  increased 
10% — with  some  shops  in  Texas, 
Florida  and  Massachusetts  up  more 
than  60%  .—Stanley  W.  Angrist 


Catch  22 

Pity  John  Paolo.  The  executive  vice 
president  of  Miles  Laboratories,  Inc.'s 
pharmaceuticals  division  is  peddling 
a  corporate  corpse — or  close  to  it. 
Paolo  is  in  charge  of  divesting  Miles' 
Allpyral  allergenic  products  line  un- 
der a  Federal  Trade  Commission  anti- 
trust order. 


Trouble  is,  no  sooner  had  Paolo,  60, 
undertaken  the  task  in  1980  than  the 
Food  &  Drug  Administration  decided 
that  Allpyral's  "grandfather"  status 
could  not  carry  over  to  any  new  pur- 
chaser, effectively  adding  $2  million 
to  the  $3  million  acquisition  price  by 
requiring  extensive  safety  and  effica- 
cy tests.  Then  an  FDA  review  panel 
publicly  questioned  the  effectiveness 
of  the  entire  Allpyral  line.  Finally, 
when  the  FDA  adopted  its  first  poten- 
cy standard  for  an  allergenic  extract, 
short  ragweed  pollen,  the  standard 
was  incompatible  with  Miles'  prod- 
uct, and  the  company  had  to  remove 
it  from  the  market. 

This  hardly  enhances  Allpyral's  sal- 
ability.  Logically  enough,  Miles  de- 
cided to  shut  it  down  altogether.  Not 
so  fast,  said  the  FTC;  keep  trying. 
Recently,  Miles  re-petitioned  the  FTC 
to  let  it  phase  out  Allpyral  by  the  end 
of  1983,  figuring  it  had  done  its  best: 
Miles  says  it  has  been  in  touch  with 
more  than  160  companies.  "Once  the 
facts  referable  to  the  regulatory  cli- 
mate become  known  to  prospective 
purchasers,"  Paolo  says  in  a  master- 
piece of  understatement,  "they  essen- 
tially take  a  dim  view." 

To  be  sure,  Allpyral  is  merely  a 
speck  in  Miles'  ointment.  It  contrib- 
uted less  than  1%  to  Miles'  $770  mil- 
lion in  revenues  last  year.  But  Paolo 


A  hotel  is  a  place  to  stay, 
^our  room  seems  fit  for  a  king. . .  228  Rue  de  Rivoli,  Paris,  is  a  place 

e  may  have  indeed  preceded  you.  to  remember. 
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Miles  Laboratories' John  Paolo 
Relief  is  just  a  phaseout  away. 


may  spend  quite  a  bit  before  he  finally 
gets  the  government  to  let  him  bury 
the  corpse. — Jill  Andresky 

Roll  out  the  equity 

It  would  seem  the  worst  time  possible 
to  get  into  the  real  estate  market, 
what  with  housing  prices  slumping 
and  starts  all  but  moribund.  But  Mer- 
rill Lynch  Hubbard  Inc.,  the  real  es- 
tate mortgage  banking  and  investing 
subsidiary  of  the  big  brokerage,  decid- 
ed last  month  that  borrowers  whose 
biggest  asset  is  their  homes  should 
begin  to  bank  on  that  fact. 

MLH  introduced  its  Equity  Access 
credit  account  (minimum,  $10,000), 
allowing  home  dwellers  to  unlock  the 
equity  tied  up  in  their  homes  by  pro- 
viding a  credit  line  of  up  to  70%  of 
MLH's  appraised  value — less  the  un- 
paid balance  on  a  first  mortgage. 

Dennis  Hess,  MLH  chairman, 
thinks  homeowners  will  have  no 
trouble  seeing  a  difference  between 
Equity  Access  and  a  conventional  sec- 
ond mortgage.  "This  is  truly  a  revolv- 
ing credit  account,"  he  says.  "You 
access  it  any  time  you  want,  any  way 
you  want,  and  pay  it  back  when  you 
want."  Homeowners  withdraw  funds 
when  they  need  them,  not  in  a  lump 
sum.  There  is  no  fixed  monthly  pay- 
ment. As  long  as  the  borrower  main- 
tains the  monthly  interest  payment  (a 
floating  rate  currently  two  points 
above  prime),  he  can  repay  the  money 
when  he  wants.  Hess  says  the  borrow- 
er doesn't  have  to  spell  out  his  specif- 
ic plans.  And,  unlike  a  simple  con- 
sumer loan,  Merrill  Lynch's  security 
allows  the  company  to  give  the  con- 


sumer a  better  rate  and  a  larger  sum. 

Hess,  41,  says  there  is  no  risk  to  the 
Equity  Access  scheme  if  mortgage  de- 
faults should  rise  in  the  current  reces- 
sion. (From  a  low  of  2.07%  in  1957 
they  rose  to  5.24%  in  1981.)  He  argues 
that  the  conservative  underwriting 
process  that  MLH  will  go  through — 
including  strict  credit  requirements 
that  focus  on  the  borrower's  personal 
financial  profile — will  limit  the 
chances  for  such  problems.  "We  don't 
want  to  be  in  a  position  where  we're 
taking  people's  homes  away  from 
them,"  he  says. 

MLH  already  does  a  $3  billion  busi- 


ness in  single-family  mortgages  and 
$1  billion  as  a  real  estate  investment 
agent  for  major  investors.  Hess  is 
ebullient  about  the  new  plan,  charac- 
terizing it  as  a  "Model  A"  that  Merrill 
will  turn  into  "a  full-blown  Rolls- 
Royce." — Anne  Field 

The  $2  billion  freeze-out 

What  price  exclusivity?  Starting  this 
fall,  CBS,  ABC  and  NBC  will  pay  the 
National  Football  League  $2  billion 
for  exclusive  nationwide  TV  rights 
over  the  next  five  years.  That  freezes 
out  the  cable  industry  again,  but  the 
question  is:  How  are  the  networks 
going  to  get  their  money  back? 

At  ABC,  which  will  ante  up  an  esti- 
mated $650  million  to  $700  million 
for  its  piece  of  the  action,  the  man 
with  the  answers  is  John  Lazarus,  vice 
president  of  sports  marketing  and 
sales.  "With  a  deal  as  big  as  the  NFL," 
says  the  41 -year-old  University  of 
Vermont  graduate,  "we're  going  to  do 
it  anyway,  whether  I  agree  with  the 
economics  or  not." 

As  it  happens,  Lazarus  agrees  with 
the  economics,  and  he  can  readily  tick 
off  why  the  huge  numbers  don't  scare 
him.  First,  ABC  with  its  NFL  Monday 
Night  Football  is  the  only  network  to 


Merrill  Lynch  Hubbard's  Dennis  I/ess 
Homemade  borrowing. 
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loration  capital  is  only  the  tip  of  the  iceberg. 


At  Scotiabank,  our  commitment  to  providing 
capital,  for  the  exploration  of  new  sources  of  energy 
from  the  depths  of  the  world's  oceans,  is  only 
the  tip  of  the  iceberg  of  our  involvement.  The  fact  is, 
Scotiabank  has  the  resources  and  the  capability 
to  handle  funding  for  the  research  and  development, 
the  recovery,  the  refining,  the  distribution  and  the 
marketing  of  existing  and 
still  untapped  stores  of  oil  £(  ■  • 

and  gas.  Anywhere  on  earth.       SCOT  I C 


Scotiabank 


Our  offices  in  46  key  countries  mean  we  are 
experts  in  the  intricacies  of  international  finance.  Our 
greatest  strength  lies  in  our  asset  base  exceeding 
$50  billion.  Ajrtd  our  stability  in  the  fact  that  we  have 
been  paying  dividends  continually  since  1833. 

At  The  Bank  of  Nova  Scotia  we  are  keenly 
responsive  to  challenge.  Because  it  is  our  deepest 

conviction  that  chal- 
■  lenge  is  the  beginning  of 


accomplishment. 


World  Headquarters:  44  King  Street  West,  Toronto,  Ontario,  Canada  M5H  lHl 
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broadcast  pro  football  in  prime  time. 
In  1981  MNF's  Nielsen  ratings  were 
over  21,  among  the  highest  in  prime 
time  and  higher  than  the  ratings  of 
the  Sunday  afternoon  games  on  CBS 
and  NBC.  This  means  ABC  can  charge 
more  per  minute  of  commercial  time 
than  its  competitors.  For  advertisers 
who  bought  early  for  an  entire  sea- 
son's worth  of  spots,  last  year  the  bill 
was  as  much  as  $250,000  a  minute. 

Lazarus  already  has  a  rate  card 
drawn  up  for  1982  that  calls  for 
$300,000  a  minute.  To  justify  that 
price,  he  has  a  few  sweeteners  built 
in.  If  you  climb  aboard  at  that  price, 
you  get  an  option  of  rate  increases  of 
no  more  than  10%  over  each  of  the 
next  two  years  as  well  as  first  crack  at 
buying  advertising  in  ABC's  first-ever 
Super  Bowl  broadcast  in  January  1985, 
which  Lazarus  guesses  now  will  go  at 
over  $1  million  a  minute.  Lazarus'  life 
has  been  made  a  little  easier  because 
the  NFL  is  letting  ABC  add  another 
game  to  its  schedule.  That,  plus  the 
fact  that  all  three  networks  will  get  an 
extra  commercial  minute  in  each 
game  beginning  1982 — making  it  24 
per  game — means  that,  not  counting 
the  Super  Bowl,  ABC  will  have  a  total 
of  225  minutes  of  new  inventory  to 
sell  through  1986.  Even  at  last  year's 


ABC  's  John  Lazarus 

How  will  he  get  the  money  back? 


Tobacco  Institute's  Horace  Kornegay 
"A  lot  of  people  are  not  convinced 


rates,  that  could  come  to  nearly  $60 
million — extra. 

Altogether,  ABC  will  have  a  total  of 
2,520  minutes  to  sell  in  regular-sea- 
son games  through  1986 — with  the 
1985  Super  Bowl  as  the  cherry  on  top. 
Lazarus  is  also  in  charge  of  the  $615 
million  of  commercial  time  ABC 
must  sell  for  the  1984  Olympics. 
"We're  way  ahead  of  schedule,"  says 
he.  "Already  there  is  $425  million 
committed,  but  the  executives  still 
call — wondering  what's  going  on  with 
the  $190  million  yet  to  be  sold." 

It's  that  kind  of  job. — Thomas  Jaffe 


Big  smoky 

Horace  Kornegay,  chairman  of  the  To- 
bacco Institute,  pulls  a  cigarette  from 
his  pocket  and  lights  up.  He  won't  say 
which  brand  he  smokes — a  good  idea, 
considering  that  he  represents  12  to- 
bacco companies  and  an  industry, 
says  the  institute,  that  generates 
more  than  $57  billion  toward  the 
gross  national  product. 

One-fourth  the  defense  budget  up 
in  smoke?  The  figure  is  much  higher 
than  the  estimated  $14  billion  in  to- 
bacco company  revenues,  but  the  in- 
stitute includes  in  its  estimate  every- 
thing from  tobacco  picking  to  truck- 
ing, the  manufacture  of  matches  and 
advertising. 

Kornegay  has  his  work  to  do,  al- 
though a  large  part  of  the  public  still 
doesn't  seem  to  believe  or  care  about 
that  "dangerous  to  your  health" 
warning  printed  on  every  pack  of  ciga- 
rettes and  in  newspaper  and  magazine 
ads  (cigarette  commercials  on  radio 
and  TV,  of  course,  have  been  banned 


for  over  a  decade).  Only  recently,  the 
Surgeon  General  has  linked  three 
more  types  of  cancer  to  smoking.  The 
percentage  of  adult  smokers  has 
dropped  dramatically  in  the  past  gen- 
eration, and  per  capita  consumption 
is  down  7%  from  the  peak  year  in  the 
1970s — to  3,840  a  year  currently  from 
4,148  in  1973. 

Despite  all  that,  last  year  the  indus- 
try produced  some  734  billion  ciga- 
rettes, compared  with  470  billion  in 
1958,  when  the  institute  was  born. 

"The  government  and  voluntary 
health  organizations  think  that  peo- 
ple would  literally  live  forever,"  says 
Kornegay,  if  it  weren't  for  smoking. 
"A  lot  of  people  are  not  convinced 
that  smoking  causes  cancer.  That's 
why  they  take  risks." 

But  isn't  the  Tobacco  Institute's 
line  that  "the  question  is  still  open" 
an  anachronism  by  now?  Kornegay 
won't  concede  that;  he  would  be  fool- 
ish if  he  did.  He  knows  that  if  the 
industry  gave  in  on  even  one  point,  it 
could  be  open  to  a  flood  of  class-ac- 
tion suits  brought  by  smokers.  "Law- 
suits have  been  brought  against  the 
industry  for  years,"  says  Kornegay, 
58,  a  former  U.S.  representative  from 
North  Carolina.  "But  no  court  has 
ever  awarded  any  claim  for  damages 
against  a  tobacco  company." 

If  only  people  would  stop  singing  that 
old  ditty:  "Ashes  to  ashes  and  dust  to 
dust;  if  the  Camels  don't  get  you,  the 
Fatimas  must."* — Desiree  French 


*' Good  Morning,  Mr  Zip-Zip-Zip,"  by  Robert  Lloyd. 
Copyright  ©  191X,  renewed  1946  Leo  Feist,  Inc.  All 
rights  reset  t  ed  and  used  by  permission. 
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"I  stay  here  because  of  Jacques, 
ind  Ifeleplan" 


What  makes  this  my  favorite  hotel 
hen  I'm  overseas? 

Jacques,  for  one  reason.  Knowing 
!e  cares  about  the  people  he  cooks 
)r  is  as  important  to  me  as  the  meal 
e  serves.  And  when  I  see  the  Teleplan 
gn,  I  also  know  this  hotel  cares 
nough  about  me  as  a  guest  to  make 
are  that  I  can  make  an  international 
ill  at  a  reasonable  charge. 

That  means  no  unreasonable  sur- 
large  fee.  And  that's  pretty  important. 


Because  many  hotels  without  Teleplan 
often  charge  $50  or  more  for  a  $20 
phone  call. That's  why  the  Bell  System, 
working  together  with  leading  hotels, 
initiated  Teleplan. 

Who  has  Teleplan?  The  hotels  are 
listed  on  the  right. 

The  next  time  you  take  a  trip,  stay 
where  they  care.  You'll  find  a 
great  hotel  with  your  very  own 
Jacques.  And  you'll  find 
a  hotel  with  Teleplan. 


The  fair-cost  way 
to  call  home. 


Bell  System 


THESE  LEADING  HOTELS 
ARE  TELEPLAN  HOTELS 

GOLDEN  TULIP  HOTELS  HOLLAND 

HILTON  INTERNATIONAL 
Worldwide 

LEDRA  HOTEL 
Nicosia,  Cyprus 

THE  LYGON  ARMS 
Broadway,  Worcestershire 
England 

MARRIOTT  HOTELS 

TRUSTHOUSE  FORTE 
United  Kingdom 

HOTEL  ASSOCIATIONS  OF: 
Ireland,  Israel, 
Portugal 

Want  to  know  more?  Call  our 
International  Information  Service, 
toll  free:  1  800  874-4000 
In  Honda,  call  1800  342-0400 


The  Planters  restaurant  in  Marietta,  Ga. 

It's  housed  in  one  of  the  few  mansions  in  the  Atlanta  area  to  survive  Sherman's  torch. 


Dont  look  too  hard  for  antebellum  mansions  in  Atlanta.  Sher- 
man took  care  of  most  of  them.  But  old-fashioned  grace  and 
civility  remain  in  the  bustling  center  of  the  new  South. 


Southern 
comfort 


By  Jane  Carmichael 

Back  when  Atlanta  was  called 
Terminus  and  200  trains  a  day 
came  through  her  railroad 
yard,  there  was  a  saying:  "No  matter 
whether  you're  going  to  heaven  or  to 
hell,  you  have  to  change  trains  in  At- 
lanta." Change  "trains"  to  "planes," 
and  the  saying  still  holds.  Atlanta's 
new  airport. is  the  nation's  second- 
busiest,  the  major  transfer  point  for 
both  Delta  and  Eastern. 
But  more  and  more  people  have 


been  coming  to  Atlanta  to  stay.  Con- 
vention attendance  has  doubled  in  the 
last  five  years.  Expressways  are  being 
widened  and  the  subway  system  fin- 
ished. The  pink  granite  Georgia-Pacif- 
ic Tower  is  almost  ready,  and  there 
are  so  many  new  hotels  going  up 
downtown  that  the  Convention  & 
Visitors  Bureau  actually  takes  travel 
writers  on  "hole  in  the  ground"  tours. 
The  holes  will  be  filled  with  more 
hotels  very  soon. 

Forbes  questioned  local  business- 
men and  sampled  Atlanta's  finest  es- 


tablishments to  come  up  with  the  fol- 
lowing recommendations  on  where  to 
stay,  dine  and  sightsee. 

Hotels 

For  now,  downtown  hotel  choices 
are  still  somewhat  limited.  In  addi- 
tion to  the  usual  chains,  there  are  the 
big  convention  hotels,  all  handy  to 
the  business  district. 

The  Omni  International  (404-659- 
0000).  The  most  elegant  of  the  down- 
town hotels.  The  lobby  has  marble 
floors   and   wood   paneling,  plush 
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be  caning  on  Stone  Mountain 

eft  to  right:  Jefferson  Davis,  Robert  E.  Lee  and  Stonewall  Jackson. 
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Edited  by  William  G.  Flanagan 

touches,  and  even  a  few  desks  and 
:hairs  (which  nobody  seems  to  use), 
fhe  loudest  sound  you'll  hear  is  from 
he  jazz  piano  in  the  lobby  bar.  You 
jan  dial  room  service  for  a  candle- 
ight-and-champagne  dinner  for  two 
rom  Bugatti,  off  the  lobby,  the  fan- 
ciest Italian  restaurant  in  town  and 
ine  of  the  best.  The  hotel  is  part  of  the 
Dmni  complex,  an  indoor  city  encom- 
>assing  two  office  towers,  six  movie 
heaters,  an  ice-skating  rink  and  an 
issortment  of  shops  ranging  from  piz- 
:a  joints  to  Hermes  and  Givenchy. 
vlext  door  are  the  Georgia  World  Con- 
gress Center  convention  hall  and  the 
>ports  arena.  You  can't  miss  the  are- 
la — it  looks  like  a  bunch  of  rust-col- 
ored egg  cartons  turned  upside  down. 

If  you  go  any  distance  from  the 
Dmni,  plan  to  drive  or  take  a  cab;  the 
complex  was  built  over  the  railroad 
/ard,  so  the  area  is  deserted.  Singles, 
579  to  $105;  doubles,  $99  to  $125; 
suites,  $210  and  up.  The  more  expen- 


sive rooms  overlook  the  ice  rink. 

The  Westin  Peachtree  Plaza  (404- 
659-1400).  The  tall  glass  cylinder 
(from  which  the  villain  plunges  at  the 
end  of  Sharky's  Machine)  is  architect- 
developer  John  Portman's  most  con- 
spicuous contribution  to  the  Atlanta 
skyline.  The  atmosphere  is  very  dif- 
ferent from  the  Omni — glitzy  and 
noisy.  The  seven-story  lobby  features 
a  lake  complete  with  babbling  foun- 
tains, and  the  central  elevator  well  is 
sprinkled  with  white  Christmas  tree 
lights.  The  revolving  Sun  Dial  restau- 
rant and  bar  on  the  71st  through  73rd 
floors  offer  the  best  views  in  the  city, 
as  tourists  know.  The  Plaza  is  part  of 
the  Peachtree  Center  office  and  shop- 
ping complex,  which  includes  the  ap- 
parel and  merchandise  marts.  All 
rooms  in  the  Plaza  are  slightly  wedge- 
shaped  and  have  glass  walls  facing 
outward;  the  higher  you  are,  the  more 
you  pay.  Singles,  $75  to  $99;  doubles, 
$93  to  $117;  suites,  $195  to  $1,190. 

The  Hyatt  Regency  (404-577-1234). 
Connected  to  Peachtree  Center  and 
across  the  street  from  the  Plaza.  This 
is  the  very  first  Hyatt  built  by  Port- 
man,  in  1967.  Its  famous  atrium  and 
glass  elevators  are  still  exciting.  The 
Hyatt  is  an  Atlanta  tradition — the 
Georgia  Federation  of  Democratic 
Women  recently  feted  Rosalyn  Carter 
in  the  Regency  Ballroom.  Each  room 


has  an  outside  balcony  and  an  ivy  or 
philodendron  plant.  Service  is  friend- 
ly and  relaxed.  Hugo's,  the  Continen- 
tal restaurant  downstairs,  features  a 
harpist  and  serves  the  best  hotel 
meals  in  the  city.  But  about  all  you 
can  see  from  the  revolving  Polaris 
rooftop  lounge  is  your  reflection  in 
surrounding  buildings. 

The  hotel  now  has  a  new  tower 
next  door,  devoid  of  the  main  build- 
ing's charms,  so  be  sure  to  specify 
which  you  want.  Singles,  $71  (tower); 
$85  and  $95  (main  building);  doubles, 
$91,  $105  and  $115;  suites,  $225  to 
$400.  The  Regency  Club  on  the  22nd 
floor  offers  a  private  lounge  and  news- 
papers in  the  morning.  Rates:  $110 
and  $130  a  night. 

The  Atlanta  Hilton  (404-659-2000). 
A  representative  Hilton,  but  this  one 
has  devoted  its  top  three  floors,  called 
The  Towers,  to  deluxe  accommoda- 
tions for  executives  and  celebrities. 
Recent  guests:  President  Reagan,  F. 
Lee  Bailey  and  Burt  Reynolds.  Sepa- 
rate check-in,  private  glassed-in 
lounge,  and  AM-FM  radio  in  the  bath- 
rooms. All  very  nice,  but  you  can  skip 
Nikolai's  Roof,  the  restaurant  atop 
the  hotel.  It  may  be  the  hardest  place 
in  town  to  get  a  table,  but  the  decor  is 
harsh  and  glittery,  the  service  obtru- 
sive, and  the  five-course  prix  fixe  din- 
ner too  much,  perhaps,  even  for  an 
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Orson  Welles.  Towers  singles,  $100; 
doubles,  $200.  Regular  room  rates 
about  $20  less. 

If  you  want  to  get  away  from  the 
convention  hurly-burly — and  cut  ho- 
tel bills  in  half — the  place  is  Mid- 
town,  only  a  mile  or  so  north  of  down- 
town on  Peachtree  St.  (yes,  the  one  in 
Gone  With  the  Wind).  In  the  Sixties,  the 


neighborhood  was  Atlanta's  answer 
to  Haight-Ashbury;  now  it  is  being 
renovated.  Across  the  street  from  the 
Fox  Theater  (more  on  that  later)  is  the 
Hotel  York  (404-874-9200),  formerly 
the  Cox  Carlton.  It  was  spiffed  up  last 
year  by  San  Francisco  hotelier  Russell 
Carlton  Cox  (no  relation)  and  is  now 
the  closest  thing  Atlanta  has  to  a 
small,  European-style  hotel.  The  lob- 
by has  mahogany  beams  and  is  fur- 
nished with  antiques,  the  rooms  are 
decorated  with  art  exhibition  posters 
in  cheerful  colors,  and  the  bathrooms 
are  the  originals — and  therefore 
cramped.  The  hotel's  restaurant  will 
be  closed  for  remodeling  until  June, 
but  meantime  there  are  a  couple  of 


decent  places  in  the  neighborhood  if 
you  don't  mind  a  little  kitsch:  The 
Abbey*  (in  a  former  church,  with  wait- 
ers dressed  like  monks)  and  The  Man- 
sion (a  rambling  Victorian  house).  Sin- 
gles, $39;  doubles,  $44;  suites,  $78. 

The  other  Midtown  hotel  is  the 
Biltmore  (404-881-9500),  the  dowager 
queen  of  Atlanta  hotels,  built  in  1924 
by  the  Candlers  of  Coca-Cola.  The 
wife  of  the  original  owner  still  lives  in 
the  hotel,  and  the  bell  captain  has 
been  there  for  52  years.  All  the  public 
spaces  have  been  renovated,  but  still 
have  the  feel  of  an  old  men's  club, 
with  lots  of  dark  wood  and  red  cur- 
tains. The  rooms  are  strictly  Holiday 
Inn.  Nevertheless,  the  Biltmore  has  a 


Tlje  Omni  complex 

The  more  expensive  rooms  in  the  hotel  overlook  the  ice  rink. 


77ie  Hyatt  Regency's  famous  interior 
Prototype  of  a  dazzling  new  style. 


The  Westin  Peachtree  Plaza 
Complete  with  babbling  fountains. 
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ten  people  are  asked  to  guess  the 
>ce  of  a  Jaguar  Series  III  they  often  over- 
l  imate  by  thousands  of  dollars.  That's 
i cause,  among  the  very  few  high  perfor- 
jince  luxury  sedans  that  might  logically 
i  compared  to  it,  the  Series  III  is  a  magnif- 
Int  value. 

I  The  virtues  of  this  best  of  all  Jaguars  are 
iny.  The  first,  we  think,  is  a  rare  and  dis- 
Ictive  beauty.  As  Town  &  Country  puts  it: 
there  is  no  more  beautiful  car  being 
ide  anywhere  today."  You  will  not  meet 
I  cousins  and  clones  by  the  score  in  your 
'  untry  club  parking  lot.  Yet  Jaguar  owners 
ree:  the  car  is  mosf  beautiful  in  motion, 
e  response  is  quick.  The  handling  is 
iooth,  confident  and  precise.  The  experi- 
I  ce  is  one  of  pure  pleasure 
Powering  the  Series  III  is  the  most  ad- 


vanced version  of  Jaguar's  famous  double 
overhead  cam  six.  It  has  electronic  ignition, 
electronic  fuel  injection  and  a  separate 
electronic  cold  start  fuel  enrichment  sys- 
tem. This  engine  is  strong,  responsive  and 
the  most  reliable  that  Jaguar  has  ever 
produced. 

Jaguar  luxury  has  been  a  legend  for 
generations  and  the  1982  Series  III  ad- 
vances that  beautiful  reality.  Here  are  the 
rich  walnut  veneers  and  silky  leather  that 
you  expect.  Here,  too,  are  electronic  conve- 
niences such  as  cr/lise  control,  a  heating 
and  air  conditioning  system  which  adjusts 
itself  automatically,  power  sunroof,  signal 
scanning  AM/FM  stereo  radio  with  cas- 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


sette  player  and  much  more.  And  it  is  all 
standard  equipment. 

Because  the  Series  III  is,  demonstrably, 
the  best  Jaguar  in  history,  it  is  backed  by 
the  best  warranty  Jaguar  has  ever  offered. 
For  two  years  or  36,000  miles,  whichever 
comes  first,  Jaguar  will  replace  or  repair 
virtually  any  part  which  proves  defective. 
The  Pirelli  tires  are  covered  by  the  tire  man- 
ufacturer's warranty.  Your  Jaguar  dealer 
has  full  details  on  the  1 982  limited  warranty. 

Come  and  drive  this  uncommon  luxury 
car.  You  will  quickly  learn  that  the  Series  II! 
is  the  best  value  in  Jaguar  history.  For  the 
name  of  the  dealer  nearest  you,  call  these 
numbers  toll-free:  (800)  447-4700,  or,  in 
Illinois,  (800)  322-4400. 

E3  Jaguar,  Leonia,  New  Jersey  07605 
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loyal  clientele,  mostly  businessmen 
traveling  on  their  own  money  or  with 
their  families.  Rolls-Royce  holds  its 
Atlanta  meetings  here.  Singles,  $48; 
suites,  $80  to  $165. 

Note:  Atlanta  is  full  of  suburban 
office  parks.  If  your  business  is  in  one 
of  them,  it's  wise  to  stay  in  an  adja- 
cent chain  motel,  especially  if  you're 


The  Regency  Club  at  the  Hyatt 
Private  lounge  and  extra  elegance. 


chauffeuring  yourself.  There  are  no 
fewer  than  26  streets  with  Peachtree 
in. the  name;  downtown  is  a  maze  of 
one-way  streets  and  five-point  inter- 
sections; and  the  suburban '  roads 
twist  through  the  hills  in  a  way  con- 
fusing to  a  newcomer.  Even  longtime 
residents  get  lost. 

Restaurants 

Atlantans  take  Southern  hospital- 
ity seriously.  Many  top  executives, 
including  Roberto  Goizueta  of  Coke 
and  J.B.  Fuqua  of  Fuqua  Industries, 
entertain  business  associates  at 
home;  when  they  do  go  out  they  often 
stick  to  their  own  neighborhoods, 
which  explains  why  some  of  the  city's 


best  (and  priciest)  restaurants  are  in 
the  suburbs.  Bernard's,  a  small  French 
place  in  northwest  Atlanta,  is  one  of 
John  Portman's  favorites.  In  Roswell 
is  La  Grotta,  a  northern  Italian  restau- 
rant opened  recently  by  the  former 
chef  from  Bugatti  in  the  Omni. 

Two  of  our  picks  in  the  suburban 
category:  the  Old  Vinings  Inn  in  the 
little  crossroads  town  of  Vinings,  and 
Hedgerose  Heights  in  Buckhead,  both 
French.  At  the  Old  Vinings  Inn,  a  tiny 
white  frame  house  with  its  bar  across 
the  street  in  another  tiny  white  frame 
house,  you  feel  like  you're  dining  in 
someone's  lake  cottage.  The  owner- 
chef  used  to  work  for  Anne  Cox 
Chambers  of  the  Cox  Broadcasting 


The  Towers  at  the  Hilton 

AM-FM  radio  in  the  bathrooms. 


Hedgerose  Heights 

The  closest  thing  Atlanta  has  to  a  Greenwich  Village  restaurant. 


The  Fox  Theater 

Scheherazade's  fantasy  come  true. 


The  Old  Vinings  Inn 

Napoleons  worthy  of  the  emperor. 
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Why  the  corporate  acorn  is  bigger 
than  you  think. 


rtoratio  Alger  is  alive  and  well, 
tnd  building  the  corporate  suc- 
esses  of  the  future. 

At  Drexel  Burnham  Lambert, 
le  believe  in  the  small,  growing 
ompany. 

After  all,  today's  giants  —  the 
BMs  and  the  Xeroxes  —  didn't 
iDring  into  existence  fully  grown. 

Today,  a  new  generation  of 
ntrepreneurs  are  making  a  new 
bt  of  dreams  come  true. 

In  the  process,  they're  pro- 
iding  about  eight  out  of  every 
fen  new  jobs  in  America. 

Unhampered  by  size,  tradi- 
on  and  bureaucracy,  they're  cre- 
ting  new  solutions  to  American 


problems.  And,  thus,  they  offer 
the  potential  for  dramatic,  even 
stunning,  growth. 

At  Drexel  Burnham  Lambert, 
we've  helped  hundreds  of  smaller 
companies  meet  their  capital 
needs.  And  we've  focused  consid- 
erable research  on  identifying  the 
small  companies  with  big  poten- 
tial, reporting  our  findings  in  our 


Drexel  Burnham  Lambert 


regular  report,  Acorn  Ideas. 

Are  you  an  investor  interested 
in  capital  appreciation?  Or  is  your 
company  an  acorn  with  a  need 
for  capital? 

In  either  case,  you're  invited 
to  write  for  your  free  copy  of  our 
1981  Annual  Review  and  a  sum- 
mary of  our  latest  Acorn  Ideas. 
Our  address:  Drexel  Burnham 
Lambert,  Box  FT, 60  Broad  St., 
New  York,  NY  10004. 

We  believe  in  the  acorns. 

For  their  future  will  help 
determine  our  future,  and  that  of 
astute  investors. 

And  the  future  of  America 
as  well. 


60  Broad  Street.  NewYork,  NY.  10004.  Offices  in  principal  financial  centers  worldwide.  Copyright.  Drexel  Burnham  Lambert  Incorporated.  1982.  Member  SIPC. 


An 

investment 
in  purity. 


When  assessing  the  true 
value  of  a  gold  investment, 
consider  the  question 
of  purity. 


In  fact  its  purity  is  finer 
than  more  popular  coins. 

The  recognized  fineness  of 
the  Gold  Maple  Leaf  has 
contributed  substantially 
to  its  wide  acceptance 
among  knowledgeable 
investors,  who  also  know 
that  it  can  be  bought  and 
sold  easily. 

Having  made  the  decision 
to  add  gold  bullion  coins 

to  an  investment  portfolio, 
it  then  becomes  simply  a 
question  of  purity. 


To  buy  the  Canadian  Gold 
Maple  Leaf  call  toll  free 
800-331-1750,  (In 
Oklahoma  800-722-3600). 
and  we'll  tell  you  the  name 
and  number  of  your 
nearest  dealer. 


Canada's  Gold 
Maple  Leaf. 
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family  (she  was  ambassador  to  Bel- 
gium under  President  Carter).  The 
chef's  napoleons  are  worthy  of  the 
emperor.  No  credit  cards. 

Hedgerose  Heights  is  casually  ele- 
gant— the  closest  thing  Atlanta  has  to 
a  Greenwich  Village  restaurant.  The 
menu  includes  lamb  chops  with  apri- 
cot glaze  (excellent),  as  well  as  veni- 
son and  pheasant. 

Atlantans  giggle  at  out-of-towners 
who  come  there  expecting  to  sip  mint 
juleps  with  Scarlett  and  Rhett.  Thanks 
to  General  Sherman,  practically  noth- 
ing in  the  city  predates  the  Civil  War. 
There  is,  however,  one  place  to  go  for  a 
touch  of  the  antebellum:  The  Planters 
in  Marietta,  an  honest-to-goodness 
Greek  Revival  mansion  on  13  acres, 
was  spared  Sherman's  torch  only  be- 
cause the  owner  had  made  friends  with 
him  before  the  war.  The  setting  is 
beautiful  and  the  food  is  good,  though 
not  particularly  Southern. 

For  Southern  cooking,  you'll  have 
to  look  elsewhere.  Avoid  tourist  traps 
like  Pittypat's  Porch  and  Aunt 
Fanny's  Cabin,  where  the  fried  chick- 
en costs  $9.95.  As  with  Mexican  res- 
taurants in  Texas,  the  real  thing  is 
harder  to  find.  Try  Mary  Mac's  in 
midtown,  where  there  are  no  table- 
cloths and  you  write  your  order  on  the 
blank  they  give  you  when  you  walk 
in.  It's  jammed  at  lunchtime.  Reason: 
For  $3.50  or  less  you  get  your  choice 
of  entree,  three  vegetables  and,  of 
course,  corn  bread.  The  menu  in- 
cludes a  delicacy  called  deep-fried 
streak  o'lean,  which  is  what  it  sounds 
like — fat  with  a  little  meat  in  it.  Don't 
knock  it  till  you've  tried  it.  Martin 
Luther  King  Jr.  Drive,  downtown,  is 
the  place  for  soul  food;  black  lawyers 
and  businessmen  head  to  Paschal's 
Motor  Hotel  for  ham  hocks  and  black- 
eyed  peas,  Alee's  for  ribs. 

For  Southern  barbecue  try  one  of 
the  15  Hickory  House  restaurants. 
Their  specialty:  Brunswick  stew,  a 
dish  said  to  have  been  invented  by 
slaves  with  the  leftovers  from  planta- 
tion barbecues.  It's  shredded  meat 
with  corn  in  a  spicy  tomato  sauce. 

If  you're  staying  downtown  and 
want  to  stick  close  to  home,  restau- 
rants favored  by  businessmen  include 
Dailey's  near  Peachtree  Center  (mod- 
erately priced  American  and  Conti- 
nental food);  Herren's  (known  for  fish); 


and  the  Coach  and  Six  (steak).  For 
lunch  try  The  Varsity,  an  Atlanta  land- 
mark that  was  founded  by  a  Georgia 
Tech  dropout  and  now  claims  to  be  the 
largest  drive-in  in  the  world.  The  cus- 
tomers, a  mixture  of  businessmen  and 
Tech  students,  favor  chili  dogs  with 
the  works,  and  onion  rings  on  the  side. 

Entertainment 

If  you  have  time  to  see  only  one 
sight  in  Atlanta,  make  it  the  Fox  The- 
ater. With  its  onion  domes  and  mina- 
rets, it  looks  like  something  Sche- 
herazade dreamed  up  after  her  1,001st 
sleepless  night.  The  Moorish  decor 
derives  from  the  Shriners.  The  theater 
was  meant  to  be  a  temple,  but  when 
the  Shriners  ran  out  of  money  they 
mortgaged  it  to  movie  mogul  William 
Fox,  who  turned  it  into  a  movie  palace 
along  the  lines  of  New  York's  Radio 
City  Music  Hall.  Now  the  Fox  shows 
movies  only  rarely:  Recent  attrac- 
tions ranged  from  Rudolf  Nureyev  to 
the  Rolling  Stones. 

The  best  of  the  more  conventional 
nightspots  include  the  Plush  Room  at 
the  Hotel  York,  featuring  performers 
like  Eartha  Kitt  and  Maxene  Andrews 
(of  Andrews  Sisters  fame);  Dante's 
Down  the  Hatch  in  Buckhead  (jazz 
and  fondue);  and  the  cabaret  upstairs 
at  Gene  &  Gabe's. 

The  hottest  spot  in  town  right  now 
is  the  new  Limelight  disco,  as  the 
limos  and  taxicabs  outside  testify.  For 
the  more  sedate,  there  is  the  Memori- 
al Arts  Center  on  Peachtree  St.,  home 
to  the  Atlanta  Symphony  and  its  cho- 
rus, the  Alliance  Theater  and  an  art 
museum  undergoing  expansion. 

Note:  Don't  bother  looking  for  Un- 
derground Atlanta.  It  has  been  shut 
down  indefinitely. 

If  you're  a  Civil  War  buff  with  an 
extra  day  to  spend,  visit  The  Cyclora- 
ma  in  Grant  Park.  It's  a  diorama  of  the 
Battle  of  Atlanta.  You  stand  in  the 
center  and  listen  to  taped  narration 
and  sound  effects.  (It's  closed  at  pres- 
ent for  renovations,  but  will  reopen 
sometime  this  summer.)  Kennesaw 
Mountain,  20  miles  northwest  of 
town,  was  the  site  of  a  major  battle  in 
the  Atlanta  campaign,  and  you  can 
still  see  some  of  the  original  trenches 
along  the  hiking  trails.  There's  a  Civil 
War  museum  at  the  top.  Stone  Moun- 
tain, about  15  miles  east  of  the  city,  is 
the  largest  hunk  of  exposed  granite  in 
the  world  and  sports  a  mammoth 
carving  of  Jefferson  Davis,  Robert  E. 
Lee  and  Stonewall  Jackson  on  its 
north  face.  There  are  a  museum  and  a 
reconstructed  plantation  on  the  site, 
and  hiking  trails  around  the  base  and 
to  the  top  of  the  mountain. 
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Frederick  Forsyth's  Rolex  is  like  his  novels. 
Tbugh,accurate  and  very  stylish. 


Frederick  Forsyth  is  not 
prolific  writer. 

In  fact,  in  the  past  twelve 
rears  he  has  completed  just 
our  full-length  novels. 

And  yet  The  Day  of  the 
ackal,  The  Odessa  File, 
"he  Dogs  of  War  and  The 
devil's  Alternative  have  all 
>ecome  instant  best-sellers 
round  the  world. 

Already  his  first  three 
;)ooks  have  been  made  into 
jiuccessful  feature  films. 

Forsyth's  writing  is 
characterized  by  a  blend  of 
[incannily  authentic  detail 
jind  superb  storytelling. 

The  facts  are  drawn 
irom  his  own  many  experi- 
ences as  a  front-line  war 
correspondent;  the  fiction,  from  some- 
hing  the  craftsmen  at  Rolex  appreciate 
)nly  too  well  —  a  sense  of  style. 


Frederick  Forsyth  wears 
a  Rolex  Oyster  Day-Date 
in  18kt.  gold,  with  matching 
President  bracelet. 

"It  is  very  tough  and 
well  made,"  he  says.  And, 
it  is  also  immensely 
practical. 

"I  can  wear  my  Rolex  all 
the  time.  I  never  have  to 
take  it  off,  even  to  use  a 
chain  saw.  Nothing  seems 
to  bother  it." 

Apart  from  his  Rolex, 
Frederick  Forsyth  is  par- 
ticularly pleased  with  the 
coat  you  see  him  wearing 
in  the  photograph. 

He  spotted  it  in  a  shop  in 
London,  and  asked  of  what 
fur  the  collar  was  made. 
The  assistant  told  him. 
"Jackal." 

ROLEX 


t  Rolex  Dcn-Datc  Chron 


Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  131,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 
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Wheeling,  W.  Va. 
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We're  American  Electric  Power. 
Were  also  Appalachian  Power, 
umbus  and  Southern  Ohio  Electric, 

Indiana  &  Michigan  Electric, 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power, 
and  Wheeling  Electric. 

American  Electric  Power 


The  Forbes/ Wilshire  5000  Review 


12-month  Wilshire  close-up 


I  Market  Value  of  Wilshire  5000 

trz  $1,140.7  billion  as  of  4/1/82 
"5© 


l  repeat  of  last  October?  Four  weeks  ago  the  strength  in 
fhe  market  came  largely  from  a  technical  rebound  of 
lepressed  energy  stocks.  Since  then  Wall  Street  has  ad- 
ranced  across  a  broad  front.  Leadership  has  also  passed 
rom  the  oils  to  consumer  and  technology  stocks.  Over  the 
ast  two  weeks  the  Wilshire  index  moved  up  3.4% ,  roughly 
Hatching  the  Dow,  the  NYSE  index  and  the  S&JP's  500, 
ivhile  there  was  a  4.7%  gain  for  the  Amex  and  a  4.2% 
NASDAQ.  All  groups  joined  in. 

For  the  first  time  this  year  the  bullish  action  has  moved 
>eyond  defensive  investments.  As  our  yardsticks  indicate, 
>ver  the  last  four  weeks  buyers  favored  high-growth  stocks 
>ver  low-growth  stocks  by  more  than  2  to  1.  They  chose 


high-volatility  over  low-volatility  issues  by  an  even  greater 
margin.  That  hasn't  happened  since  October  of  1981. 

Still  unanswered,  though,  is  the  big  question:  Is  this 
merely  a  rally  in  a  bear  market — like  the  one  that  occurred 
in  October?  Last  fall,  for  example,  many  of  the  same 
indicators  looked  nearly  as  good  as  they  do  now.  Since 
then  the  market  has  lost  over  $100  billion  in  capital,  and 
the  Wilshire  has  hit  a  22-month  low. 

At  the  moment,  then,  the  burden  of  proof  is  on  the  bulls. 
With  interest  rates  still  at  near-record  levels  and  many 
businesses  in  the  doldrums,  a  continuing  rally  would  have 
to  make  headway  against  a  lot  of  bad  news.  It  could 
happen,  but  the  odds  are  against  it. 


Close-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

2.9 

3.2 

3.1 

3.0 

0.6 

in  last  52  weeks 

-17.6 

-17.8 

-16.7 

-28.6 

-16.1 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility* 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.8 

0.8 

5.6 

5.5 

1.0 

4.7 

5.8 

2.4 

2.0 

2.9 

in  last  52  weeks 

-14.8 

4.7 

-25.3 

-4.4 

2.4 

-7.3 

-12.9 

-2.6 

-15.8 

-5.5 

'A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable. 
:'A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  4/1/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Spring  tonic?  For  the  first  time  since  August  of  last 
year,  all  nine  sectors  of  the  market  are  in  the  black 
for  the  most  recent  two-week  period.  Consumer  dura- 
bles and  consumer  nondurables  lead  the  way  with 
6.2%  and  4.9%  advances.  Technology  and  transporta- 
tion issues  also  had  a  strong  showing.  In  recent 
months,  utility  stocks  have  been  bear  market  stars, 
but  the  current  flirtation  with  glamour  and  leverage 


didn't  help  these  companies.  As  a  group,  they  were  up 
only  0.3%. 

Energy  stocks  kept  up  the  movement  they  began  four 
weeks  ago.  Keep  an  eye  on  this  sector.  The  present  recov- 
ery could  be  merely  the  result  of  bottom-fishing  by  sharp- 
eyed  bargain  hunters.  If,  on  the  other  hand,  oil  stocks 
continue  to  recover  lost  ground,  this  could  touch  off 
similar  moves  in  other  groups. 


Percent  change  in  last  52  week*  -f^r  Percent  change  in  last  two  weeks 


Capital  goods 


+50 


+25 


Consumer  durables 


+50 


+25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  I  I  I  I  I  I 


'81 


'82 


Consumer  nondurables  and  services 


+50 


+25 


I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I 
'81 


I  I  I  I  I 
'82 


Energy 


+50 


+25 


0 


-25 


'  I  I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'81  1  '82 


Technology 


+50 


+25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'81  1  '82 


Finance 


+50 


+25 


l  '  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  I  I  I 
•81  1  *82 


Transportation 


+50 


+25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'81  1  "»2 


Raw  materials 


+50 


+25 


1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  I  I  I  I  I  I  I  I  I 


'81  1  "82 


Utilities 


+50 


+25 


'  I  '  I  I  I  I  '  '  '  '  '  '  '  '  '  '  '  I  I  '  '  "  "  ' 
'81  '  "82 


Note:  All  data  for  periods  ending  4/1/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  April  1,  1982 


$850,000,000 

PepsiCo  Capital  Resources,  Inc. 

Zero  Coupon  Guaranteed  Serial  Debentures  Due  1988-2012 

Unconditionally  Guaranteed  as  to  Payment  by 


Maturity: 

Principal 

Maturity: 

Principal 

Maturity: 

Principal 

April  1, 

Amount: 

April  1, 

Amount: 

April  t, 

Amount: 

1988 

$  5,000,000 

1996 

$15,000,000 

2005 

$50,000,000 

1989 

5,000,000 

1997 

15,000,000 

2006 

50,000,000 

1990 

5,000,000 

1998 

25,000,000 

2007 

50,000,000 

1991 

5,000,000 

1999 

25,000,000 

2008 

75,000,000 

1992 

5,000,000 

2000 

25,000,000 

2009 

75,000,000 

1993 

15,000,000 

2001 

25,000,000 

2010 

75,000,000 

1994 

15,000,000 

2002 

25,000,000 

2011 

75,000,000 

1995 

15,000,000 

2003 

50,000,000 

2012 

75,000,000 

2004 

50,000,000 

Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Streetwalker 


Some  companies  fight  takeovers.  Others 
court  them.  Diamond  Shamrock  is  like  a 
chaste — and  chased — Southern  belle. 


"Why,  such  talk 
embarrasses  me" 


By  Jeff  Blyskal 


F|  or  the  past  year  there  have 
been  regular  rumors  about 
someone  buying  Diamond 
Shamrock,  but  Wall  Street  traders 
were  quick  to  dismiss  them.  In  fact,  as 
the  oil  glut  deepened  and  earnings 
softened,  the  Dallas-based  company's 
stock  dropped  like  a  rock  from  its 
mid- 1981  high  of  near  40  to  a  recent 
low  of  barely  half  that  amount.  After 
all,  first-half  earnings  are  likely  to  be 
poov  because  of  slack  demand  for 
che  .licals  and  natural  gas  liquids,  the 
firm's  major  products. 

But  if  you  think  that  Diamond 
Shamrock  has  lost  some  of  its  glitter, 
adjust  your  jeweler's  eyepiece.  The 
$3.4  billion-a-yeir  natural  resources 
giant  seems  almost  to  be  courting  a 
buyer.  Just  talk  to  Bill  Bricker,  the  50- 
year-old  chairman  who  has  been  pol- 
ishing up  the  company  since  he  be- 
came chief  executive  in  1976  (Forbes, 
Apr.  14,  1980). 

Bricker  won't  admit  he's  looking  to 
be  acquired,  but  the  onetime  chemi- 
cals salesman,  who  came  to  Diamond 
from  Northwest  Industries,  is  clearly 
leaning  up  against  a  "for  sale"  sign. 
"We'd  fulfill  the  value  criteria  in  com- 
plete fashion,"  he  says  when  asked 
what  a  potential  suitor  might  see  in 
Diamond  Shamrock.  Bricker  proceeds 
to  tick  off  his  assets:  valuable  resourc- 
es of  oil,  gas  and  coal,  and  good  man- 
agement. "Not  only  me,  of  course;  I'd 
be  the  first  to  go." 

Bricker  may  not  be  blowing  smoke. 
The  big  selling  point,  says  Merrill 
Lynch's  Harry  Flavin,  is  Diamond's 
growing  energy  business,  which  five 
years  ago  accounted  for  only  38%  of 
revenues  and  today  contributes  64% 


of  sales.  At  current  natural  resource 
prices,  Flavin  calculates  asset  values 
of  $35  per  share  for  the  company's  oil 
and  gas  operations,  including  almost 
4.5  million  undeveloped  acres  of 
high-quality  petroleum  properties, 
$10  for  coal  and  probably  another  $13 
for  the  book  value  of  its  other  assets. 
All  told,  the  company's  asset  value  is 
maybe  $55  to  $60  a  share — over  2.5 
times  book. 

Still,  its  share  price  is  less  than  half 
that.  "Like  all  energy  plays,  Diamond 
Shamrock  has  moved  from  trading  on 
asset  value  to  trading  on  earnings,  as 
many  investors  have  become  skepti- 
cal about  buyout  situations,"  says 
Flavin.  That  means  Diamond  now 
commands  a  multiple  of  10  times  its 
$1.94  per  share  in  1981  profits.  It  also 
means  the  company  is  that  much 
cheaper  for  any  potential  acquirer. 
Bache's  Len  Bogner,  however,  thinks 
the  energy  stocks  will  not  trade  on 
asset  value  again  before  1983.  "A  buy- 
er has  to  raise  the  capital,  and  the  cash 
flow  of  oil  companies  isn't  super  these 
days,"  he  explains. 

On  one  hand,  then,  Diamond's  low- 
er stock  price  makes  it  a  more  attrac- 


tive acquisition  candidate,  but  on  th< 
other,  reduced  cash  flow  and  high  in 
tcrest  rates  scare  off  potential  bidders 
Still,  companies  like  Tesoro  Petro 
leum  and  Phillips  Petroleum  are  shor 
ing  up  their  takeover  defenses  in  to 
day's  market.  After  all,  .in  Februaryl 
Allied  Corp.  and  Continental  Group 
paid  $35  a  share  for  Supron  Energy — a 
10%  premium  over  the  present  valua 
of  its  reserves. 

Bricker,  of  course,  won't  get  specif 
ic  about  a  takeover,  but  he  does  admi 
to  "not  spending  time  trying  to  pre 
pare  an  elaborate  set  of  defenses."  An 
alysts  think  that  Diamond  coulq 
command  a  premium  equivalent  to 
that  of  Supron,  and  they  see  Brickej 
angling  to  get  at  least  his  $55  to  $60 
per-share  asset  value.  "They're  clearl]| 
willing  to  merge,"  says  one  trader.  Bu 
another  analyst  thinks  75%  of  asset! 
is  more  realistic.  That  works  out  tc 
something  in  the  neighborhood  of  $45 
per  share — a  124%  premium  ove] 
Diamond's  current  stock  price  and 
total  cost  of  $2.8  billion. 

While  doing  little  to  discourage 
such  speculation,  Bricker  is  going 
about  business  as  usual.  He'll  spenc 
$300  million  this  year  to  develoj 
more  oil  and  gas  acreage.  Investors 
however,  may  find  an  unusual  oppor 
tunity.  Diamond  Shamrock  shares  an 
as  depressed  as  most  energy  issues 
and  their  price  will  most  likely  rise 
with  the  rest  of  the  group  when  thd 
market  reappraises  natural  resource 
holdings.  With  Bricker  so  coyly  courd 
ing  buyers,  however,  there's  an  extr 
upside  potential. 

CSX  and  CC&O: 
999  years  is 
almost  for  life 

Iast  month  CSX  Corp.  surprised 
I  Wall  Street  by  offering  stocM 
worth  $90  per  share  to  acquire  the 
tiny  Carolina,  Clinchfield  &  Ohid 
Railway.  That  was  approximately  $30 
above  the  market  price  of  CC&.C 
common,  and  in  one  day  that  stocU 
increased  in  value  by  a  hefty  30%. 

You'd  think  CC&O  shareholders 
would  be  highballing  to  the  bank 
After  all,  their  company  has  no  full 
time  employees  and  hasn't  hauled  i 
rail  car  since  1923.  Its  only  major  as< 
set  is  a  274-mile  stretch  of  track  undei 
a  999-year  lease  to  CSX.  There's  an 
other  sweetener:  By  trading  two  CS34 
shares  for  one  CC&O  share,  annua, 
dividends  jump  from  $5  to  $7. 

Some  people,  however,  are  nevel 
happy.  Disgruntled  CC&O  investor! 


170 


FORBES,  APRIL  26,  198: 


Marathon  Oil  Company 

has  been  acquired  by 

United  States  Steel  Corporation 


The  undersigned  acted  as  financial  advisor  to  Marathon  Oil  Company. 


The  First  Boston  Corporation 


March  18,  1982 


think  the  offer  is  an  insult — low  by 
about  $400  a  share.  They're  already 
planning  to  sue  and  have  hired  ex- 
Senator  Vance  Hartke,  who  spent  18 
years  handling  railroad  legislation,  to 
plead  their  case.  The  argument  is  that 
CC&O  is  better  off  trying  to  break  its 
CSX  lease.  "That  lease  is  full  of 
holes,"  says  Hartke.  "We'll  go  to  a 
court  of  equity  with  it,  and  sell  the 
company  to  the  highest  bidder." 

No  one  disputes  the  fact  that 
CC&O  has  a  valuable  property.  "This 
railroad  is  the  only  north-south  line 
through  the  Appalachians,"  says  Eu- 
gene Cadenasso,  whose  proposal  to 
negotiate  a  sellout  to  CSX  got  33%  of 
the  vote  at  last  year's  CC&O  annual 
meeting.  "It  has  14  miles  of  tunnels 
and  14  miles  of  trestles  and  bridges.  It 
couldn't  be  replaced  for  less  than  $1 
billion."  When  the  Chessic  System 
and  Seaboard  Coast  Line  merged  into 
CSX  in  1980,  in  fact,  the  CC&O  be- 
came a  key  connection  between  the 
two  lines.  It  links  coalfields  in  Ken- 
tucky and  Virginia  with  routes  to  the 
southeastern  coast. 

Under  normal  circumstances,  of 
course,  CSX'  offer — worth  roughly 
$21  million — looks  insulting.  But 
think  again.  Who  wants  to  buy  a  rail- 
road with  all  its  track  leased  out  until 
the  year  2923?  That's  why  Hartke  is 
pulling  out  all  the  legal  stops  to  con- 
vince other  shareholders  that  the  line 
may  be  able  to  wiggle  out  from  the 
agreement  it  signed  back  in  1924. 

First,  there's  the  matter  of  payment 
in  gold,  as  the  original  specified.  Roo- 
sevelt outlawed  this  during  the  De- 
pression, but  Hartke  claims  the  $1.25 
million  current  annual  payment 
should  be  adjusted  to  compensate  for 
inflation.  He  also  questions  an  inde- 
pendent appraisal  of  the  value  of 
CC&O  and  the  legality  of  several  CSX 
stock  purchases.  He  thinks  the  offer 
came  to  ward  off  a  potential  challenge 
to  the  lease. 

Despite  these  arguments,  CC&O 
shares  now  trade  roughly  in  line  with 
the  value  of  the  CSX  offer.  Barring  a 
dramatic  change,  the  acquisition  will 
be  completed  this  summer.  "We've 
looked  at  this  before  and  we  just  can't 
come  up  with  any  grounds  to  get  out 
of  the  lease,"  says  Stephen  Larson,  an 
attorney  for  CC&O.  Adds  Fritz  Kahn, 
a  Washington  lawyer  whose  firm  suc- 
cessfully broke  a  lease  for  the  Provi- 
dence &.  Worcester  Railroad,  "This 
can  happen,  but  it's  very  rare  indeed." 
On  Wall  Street,  at  least,  they  seem  to 
agree. — Aaron  Bernstein 


Streetwalker 


Disney:  A  star 
is  reborn 

Tlhere  once  was  a  man  whom  lots 
of  people  knew  as  Uncle  Walt. 
He  had  the  touch  of  a  genius,  creat- 
ing films  that  people  went  in  droves 
to  see.  He  was  a  man  of  vision,  de- 
signing amusement  parks  that  mil- 
lions never  tire  of  visiting.  He  was 
good  at  making  money,  too,  and  his 
company,  known  as  Walt  Disney 
Productions,  became  nearly  as  popu- 
lar with  investors  as  its  animated 
characters  were  with  kids. 

Disney,  in  fact,  became  one  of  the 
legendary  Nifty  Fifty — a  stock  that 
could  never  go  bad.  It  was  selling  for 
over  110  in  1973,  up  from  7Vi  in  1967. 


But  Uncle  Walt  died  in  1966,  and 
eventually  Wall  Street  saw  his  influ- 
ence wearing  thin.  After  all,  the  com- 
pany's recent  movie  releases  include 
such  bombs  as  Night  Crossing,  Watcher 
in  the  Woods  and  Condorman.  The  new 
boys  at  Disney  have  been  working  by 
committee,  no  replacement  for  the 
inspiration  of  a  genius. 

These  days,  Disney  shares  trade  at 
about  54,  and  they  have  bobbed  up 
and  down  around  that  price  for  most 
of  the  past  five  years.  Yet,  there  are 
those  who  think  that  Uncle  Walt's 
vision  may  once  again  make  Disney 
beloved  of  investors  throughout  the 
land.  Within  the  last  few  weeks  the 
company's  stock  has  moved  up  by 
some  7  points.  The  reason:  A  group  of 
investment  analysts  got  a  peek  at  a 
ten-minute  clip  from  Tron,  a  feature 
film  that  will  be  released  in  July.  The 
$17  million  movie,  which  combines 
the  latest  in  computerized  animation 
techniques  with  live  action,  is  about  a 
teenager  who  gets  so  caught  up  in 
video  games  that  he  enters  a  fantasy 


world  of  electronic  bleeps  and  buzzes. 

Socko,  boffo — or  so  the  boys  in  pin- 
stripes assume.  But  these  days  movie 
attendance  is  poor,  and  one  block- 
buster does  not  a  company  make. 
Alan  Snyder,  a  Beverly  Hills-based  en- 
tertainment analyst  with  the  broker- 
age firm  of  Cantor,  Fitzgerald  &  Co., 
expects  that  Disney's  stock  price  will 
double  over  the  next  three  years,  to 
more  than  100  a  share,  as  earnings! 
soar  from  the  present  $4  to  $8. 

Snyder  isn't  as  sure  as  many  of  his| 
fellow  analysts  that  Tron  will  be  a  big 
hit.  But  whether  Tron  is  boffo  or  a 
bomb,  Snyder  sees  better  things  ahead) 
for  Disney.  In  1983  a  600-acre  Disney- 
land-style amusement  park  will  openi 
in  Tokyo  Bay.  The  company  projects! 
10  million  visitors  the  first  year,  butl 
Snyder  estimates  18  million.  Why  thel 
optimism?  "There  are  35  million  peo-i 
pie  who  live  within  an  hour  of  the 
park,"  he  notes.  Snyder  points  out 
that  a  far  less  innovative  exhibition,, 
Portopia  81,  an  unofficial  world's  fair,i 
drew  more  than  15  million  visitors  in 
far  smaller  Kobe  last  summer. 

While  Disney's  Japanese  partners] 
have  put  up  the  $440  million  for  the 
park,  the  California  company  will  re- 
ceive a  10%  royalty  on  all  rides  and 
5%  of  the  revenues  from  all  food  and 
merchandise.  Snyder  estimates  that 
each  patron  will  spend  $25  a  day  at 
the  Tokyo  Disney  complex.  With  his 
attendance  estimates,  that  translates 
into  at  least  50  cents  a  share  in  after-| 
tax  earnings. 

But  that's  not  all.  Disney  is  also  set 
to  open  its  Experimental  Prototype) 
Community  of  Tomorrow  just  two 
miles  by  monorail  from  Disney  Worldl 
in  Orlando.  EPCOT,  a  $950  million 
investment,  combines  pavilions  spon- 
sored by  such  companies  as  General! 
Motors,  Exxon  and  Kodak  with  per- 
manent exhibitions  by  a  dozen  na- 
tions. Not  only  will  this  draw  more) 
people  to  Disney  World,  says  Snyder, 
but  the  visitors  will  stay  longer  to  see; 
both  attractions.  He  estimates  that) 
will  add  another  $1  a  share,  boosting! 
per-share  earnings  to  $5  by  1983. 

What  of  the  recession?  Snyder 
says  he  is  not  concerned.  Lower 
gasoline  costs  make  driving  less  ex- 
pensive than  last  year,  and  he 
thinks  EPCOT  is  tantalizing 
enough  to  "draw  big."  Snyder  may) 
just  be  right;  Disney  shares  already 
trade  at  better  than  15  times  1981 
earnings.  So  if  you're  thinking  of| 
buying  a  piece  of  its  future,  you; 
better  realize  that  a  lot  of  others 
got  there  first. — Richard  L.  Stern 


172 


FORBES,  APRIL  26,  1982 


Your  Daily 
Newspaper 


Your  Daily 
International  Newspaper 


THE  WALL  STREET  JOURNAL 


"  2££i ..     What's  News— 

Uaig  in  assault  on  [Z'Z  Bt,8'um  lels 

M.niki  r-  <  i  Btrai    Moscow  as  Pope  shipbuilders 

branch      hanks  aci  •         •   L,    "7  collapse 

uk«   m,i,(lt  urges  union  rights 


L.S.  and  EEC  to  seek 
ruling  on  Irade  disputes 


Bonn  trcdil  tine 


Japanese  set  (o  benefit  from  ^ 
new  Bonn  rules  on  motorbikes  ii\ 


ik's  on  moirtrbikes  ^ 


mm 


le  newspaper  on  the  left  you  know,  the  one  on  the  right 
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a.m.  flight,  connects  with  our  delivery  system  and  is 
en  rushed  to  you. 
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The  Funds 


place.  Two  years  ago  there  were  8  ol 
them.  By  last  July  there  were  some  20 
and  now  there  are  over  40.  During 
that  time,  government  fund  asset] 
have  climbed  from  about  5%  to  nearly 
15%  of  taxable  fund  assets. 

It's  clear  that  the  funds  are  a  mart 
keting  idea  whose  time  has  come 
From  zero  base  last  fall,  Lehman  Gov! 
ernment  Fund  has  snowballed  trj 
close  to  $120  million.  Sears,  Roe 
buck — the  prime  retailer  of  then: 
all — put  that  much  cash  on  the  books 
just  over  a  month  after  its  govern 
ment  fund  set  up  shop  late  last  Febru 
ary.  Other  major  merchandisers — T 
Rowe  Price,  for  one — are  in  the  pro 
cess  of  launching  government  funds 
What's  going  on  here? 

Concern  about  the  economy  is  pari 
of  the  ferment.  Ed  Taber,  president  ol 
the  T.  Rowe  Price  Prime  Reserve 
Fund,  talks  in  terms  of  a  "flight  tc 
quality."  A  new  wave  of  investors,  he 
says,  has  begun  to  demand  of  the 
money  funds  "absolute  safety  on  a  pan 
with  the  federally  insured  deposits'' 
they  can  get  from  the  banks. 

Part  of  that  concern  springs  from 
the  makeup  of  investors  who  have 
helped  money  funds  to  become  one  ol 
the  great  financial  success  stories. 
They  tend  to  be  older,  wiser  heads — 
the  median  age  is  54 — with  loni 
memories  for  the  lumps  the  economy 
has  taken  in  the  past.  "They  remem- 
ber things  like  the  wreck  of  the  Perm 
Central  and  what  happened  to  the| 


In  government  we  trust 

Though  few  doubt  the  stability  of  money  market  ments:  the  government.  For  the  12  large  funds  listed 
funds,  an  increasingly  risk-averse  public  is  putting  below,  asset  growth  for  those  in  government  paper  has 
more  and  more  money  into  the  safest  of  all  invest-    been  twice  as  good  as  for  the  regular  funds. 


•Assets- 


Average 

3/31/82 

3/31/81 

% 

Short-term  US  government  funds 

yield 

(million) 

(million) 

increase 

Capital  Preservation 

12.99% 

$  1,805.3 

$949.7 

90% 

Dreyfus  Government  Series 

12.87 

804.2 

162.2 

396 

Merrill  Lynch  Government 

13.57 

1,282.4 

234.3 

447 

NRTA-AARP  US  Government 

12.87 

4,010.2 

968.0 

314 

Trust  for  Short-term  US  Government  Securities 

13.35 

5,593.2 

3,523.5 

59 

Trust  for  US  Treasury  Obligation 

13.01 

1,933.1 

1,041.8 

86 

Totals 

13.11% 

$15,428.4 

$6,879.5 

124.3  % 

 Assets  

Average 

3/31/82 

3/31/81 

% 

Regular  money  market  funds 

yield 

(million) 

(million) 

increase 

Daily  Cash  Accumulation 

13.96% 

$  5,592.8 

$  3,526.2 

59% 

Dreyfus  Liquid  Assets 

13.60 

9,702.0 

5,039.0 

93 

Federated  Master  Trust 

13.94 

3,935.9 

3,315.3 

19 

InterCapital  Liquid  Asset 

13.76 

9,633.6 

6,061.3 

59 

Paine  Webber  CASHFUND 

13.91 

6,217.8 

3,644.6 

71 

Shearson  Daily  Dividend 

14.04 

5,365.5 

3,475.0 

54 

Totals 

13.87% 

$40,447.6 

$25,061.4 

61.4% 

A  rush  of  caution  has  made  government 
money  funds  a  very)  hot  item  indeed. 


T  bills 
in  the  rain 


By  Richard  Phalon 


T|  he  pros  who  run  the  nation's 
182  money  market  funds  didn't 
get  to  handle  $191  billion  worth 
of  assets  on  their  investment  skills 
alone.  They  are  shrewd  merchandis- 
ers, too,  and  at  the  moment  make  for 
a  prime  study  in  an  old  retailing  tru- 
ism: The  time  to  sell  umbrellas  is 
when  it's  raining. 

You  can  feel  the  drops  falling  al- 
ready. Once-prime  commercial  paper 
is  being  downgraded  as  if  it  were  so 
much  confetti.  Tottering  thrift  insti- 
tutions are  being  merged  out  of  exis- 
tence, commercial  bank  loan  delin- 


quencies have  gone  through  the  roof, 
and  many  economists  are  prophesy- 
ing a  liquidity  crisis. 

None  of  that  adds  up  to  a  particular- 
ly salubrious  sales  climate  for  money 
funds,  whose  high  yields  come  in  part 
from  a  heavy  assortment  of  commer- 
cial paper  and  bank  certificates  of  de- 
posit. Are  fund  managers  playing  tur- 
key-lurkey,  waiting  for  the  sky  to 
fall?  Heck,  no.  They're  making  hay 
with  the  fastest-selling  umbrella 
around — money  funds  that  invest 
only  in  government  paper. 

The  new  funds  are  setting  a  blister- 
ing pace  in  an  industry  where  expo- 
nential growth  has  become  common- 
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>mmercial  paper  market  in  1970," 
|.ys  a  Lehman  vice  president. 

Investors,  it  seems,  reason  like  this: 
.  a  serious  credit  crunch,  shares  in  a 
)vernment  fund  will  be  a  lot  easier 
i  liquidate  than  pieces  of  paper 
icked  by  ordinary  commercial  loans. 

Caution  has  its  price,  of  course, 
at  only  a  small  price  right  now.  On 
/erage,  the  government  funds  are 

elding  around  13%,  compared  with 
)out  13.5%  for  all  taxable  money 
tnds.  That  represents  quite  a 
lange  in  psychology.  Up  to  now, 
le  funds  have  by  and  large  sold  on 
le  basis  of  yield.  It's  clear  that 
lany  investors  smell  trouble.  "Nev- 
•  doubt  the  intelligence  of  millions 
:  small  investors,"  says  T.  Rowe 
rice's  Ed  Taber.  "In  aggregate, 
ley're  damn  smart." 

Even  investors  who  aren't  switch- 
lg  to  government-paper-backed 
loney  funds  are  becoming  mcreas- 
lgly  picky  about  the  quality  of  the 
iper  in  money  fund  portfolios.  Re- 
lit: what  might  be  called  the  battle 
E  the  ratings.  The  principal  antago- 
ists  are  William  Donoghue,  an  ener- 
itic,  ambitious  CP. A.  from  Hollis- 
m,  Mass.  who  caught  the  trend  to 
le  money  funds  early  on,  and  the 
istitute  for  Econometric  Research, 
le  Ft.  Lauderdale,  Fla.  advisory  firm 
lat  until  recently  concentrated  al- 
lost  entirely  on  the  stock  market. 

Donoghue  and  his  weekly  Money* 
md  Report,  which  goes  for  $395  a 
sar,  had  at  least  a  public  relations 
>ck  on  the  industry  until  last  sum- 
ler,  when  Econometric  launched  its 
lonthly  Money  Fund  Safety  Ratings 
conometnc  President  Norman  Fos- 
ack  says  his  service,  which  at  full 
rice  goes  for  $100  a  year,  has  already 
icked  up  about  7,500  subscribers, 
he  potential  looks  so  good  that  the 
vo  oldest  raters  on  The  Street — 
loody's  and  Standard  &.  Poor's — are 
:udying  the,  possibility  of  putting  up 
loney  fund  services  of  their  own. 

Donoghue  and  Econometric  have 
een  taking  publicity  potshots  at  one 
mother.  Some  money  market  fund 
secutives  don't  like  the  idea  of  rat- 
lgs  at  all,  while  others,  opportunisti- 
illy  enough,  see  the  game  as  a  good 
ray  to  generate  sales. 

For  investors,  however,  the  services 
an  be  helpful — particularly  if  they 
an  be  studied  for  free  at  a  library  or  a 
roker's  office.  The  ratings  game  in 
art  is  a  play  on  a  flight  to  quality  that 
as  made  ordinarily  unexciting  gov- 
rnments  one  of  the  hottest  things 
round.  ■ 


Robertshaw's 
distributed  digital 
system  provides 
cost-effective  controls  for 
Lithium  Corporation's  new  batch  process. 

As  the  world's  largest  producer  and  marketer  of  lithium 
chemicals,  Lithium  Corporation  of  America  added  a  new 
facility  to  process  anhydrous  sodium  sulfate  by  the  millions 
of  pounds  for  industrial  markets.  LCA  engineers  compared 
major  control  systems  and  selected  Robertshaw's  versatile 
DCS-1000  digital  distributed  control  as  the  most  effective. 

Prime  advantages  of  Robertshaw's  system:  modular 
"stand-alone"  controllers  that  can  work  automatically  or  be 
manually  operated;  economies  of  matching  controls  to  the 
tasks;  simplicity  of  training  operators.  DCS-1000  systems 
have  been  tailored  for  process  industries  from  fibers  to 
petrochemicals.  For  the  full  story,  write  to  Robertshaw  Con- 
trols Company,  Dept.  IIF,  P.O.  Box  26544,  Richmond,  VA 
23261.  Or  call  804/282-5684.  Exports:  call  Robertshaw 
International  Sales  Company,  804/285-4161. 


CONTROLS  COMPANY 


The  Energy  Control  Company 


THE  1982 
WORLDS  FAIR, 


Peak 
Money  Market 
yields 


Our  money  market  fund  offers: 

□  Prompt  liquidity  by  telephone 

□  Free  eheckwriting  over  $500 

□  No  early  withdrawal  interest 
penalty 

□  Free  exchange  with  other 
Price  stock  and  bond  funds 

□  No  sales  charge 

Call  toll  free  1-800-638-5660. 
In  Maryland  1-800-492-1976. 
In  Baltimore  547-2308. 

For  more  complete  information  including 
management  fee  and  other  charges  and 
expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money, 


T.  Rowe  Price  Prime  Reserve  Fund,  Inc. 


A  No-Loud  fund.  Y  Rowe  Price  Marketing.  Inc.  Dept.  A6.  100  E.  Pratt  St.,  Baltimore,  MD  21202 


Name. 
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Zip. 
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TIME 


The  man  from 
Gdansk. 

Unique  insights  into  a  crusade, 

and  a  crusader,  perhaps  guided  more  by  hope 

and  passion  than  by  reason. 

He  seems  to  have  sprung  from  nowhere, 
like  the  hero  of  a  folk  legend,  sum- 
moned up  by  the  urgency  of  his  coun- 
try's need.  And  like  a  legendary  figure,  Lech 
Walesa  seems  more  charisma  than  person,  a 
force  rather  than  an  individual. 

When  Poland  was  invaded  by  proxy  on 
December  13,  TIME  had  already  chosen 
Walesa  as  Man  of  the  Year.  Writers,  editors  and 
researchers  in  Poland  and  America  were  at 
work  to  create  a  definitive  word  portrait  of  this 
extraordinary  electrician  from  Gdansk. 

With  the  sudden  imposition  of  martial 
law,  such  a  portrait  became  all  the  more  im- 
perative. And  because  of  TIME's  traditional 
access  to  world  leaders,  it  emerged  with  a  vir- 
tuosity that  no  other  news  magazine  could  have 
duplicated. 

As  told  by  TIME,  the  whole  tragedy 
came  alive  on  the  page  with  astonishing  three- 
dimensional  clarity:  time,  place,  mood,  event, 
cause  and  effect.  And  above  all,  Walesa  him- 
self, in  an  interview  that  was  exclusive  with 
TIME,  and  in  which  he  explained  himself  and 
his  cause  with  wonderful  idiomatic  simplicity: 
"I  know  that  I  exist  and  that  people  will  come 
after  me.  I  know  another  thing:  I  know  that  I 
will  lose  today,  and  tomorrow  will  be  a  victory!' 

Through  its  internationally  recognized 
authority,  its  passion  for  ac- 
curacy and  substance,  its  in- 
stinct for  the  right  detail  and 
the  telling  image,  TIME  has 
earned  millions  more  read- 
ers each  week  than  any  other 
news  magazine.  They  get 
more  out  of  TIME,  because 
we  put  more  into  it. 

More  goes  into  it. 


timeU 


RUDI  FREY 


©  Time  Inc.  1982 


Wall  Street  analysts  are  regularly  revising  their 
earnings  estimates,  and  here  are  the  latest  figures. 
Look  closely  and  you  11  find* some  real  surprises. 


Tough  times  to 
make  predictions 


Looking  sharp 

Here's  where  analysts  see  the 

greatest  earnings  gains  for  1982. 

Consensus 

1982  EPS 

Industry 

increase 

Coal 

64.3% 

Distributors  of  bldg  materials  54.6 

Toys 

51.3 

Air-conditioning 

40.3 

Discount  stores 

38.3 

Medical  services 

363 

Offshore  drilling 

36.2 

Household  appliances  34.6 

Entertainment 

29.1 

Hotel/motel 

28.6 

Looking  dull 


Here's  where  analysts  see  the 
greatest  earnings  drops  for  1982. 


Consensus 

1982  EPS 

Industry  - 

decrease 

Aluminum 

-55.6% 

Cement 

-31.6 

Steel 

-26.4 

Copper 

-18.3 

Sugar 

-10.6 

Metal  fabricating 

-10.3 

Construction  equipment 

-7.6 

Paper 

-5.2 

Heating  equipment 

-3.7 

Home  furnishings 

-3.1 
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Statistical  Spotlight 


By  Steve  Kichen 
and  Paul  Bornstein 

r|  he  Administration  may  still 
be  talking  about  a  midsummer 
economic  recovery,  but  updated 
Linings  forecasts  coming  from  secu- 
ty  analysts  tell  another  story.  These 
itimates,  of  course,  are  about  as 
langeable  as  the  score  in  a  close  bas- 
eball game.  Even  so,  the  current 
end  is  not  encouraging.  "The  num- 
;rs  are  coming  down  much  faster 
dw,"  says  Leonard  Zacks,  president 
:  Zacks  Investment  Research. 
His  Chicago-based  firm  collects 
irnings  estimates  from  Wall  Street 
lalysts  and  prepares  consensus  fig- 
res  of  their  projections.  Zacks  start- 
d  to  notice  a  month-to-month  drop- 
ff  in  average  estimates  around  Janu- 


ary 1980.  But  in  recent  weeks  the 
magnitude  of  estimate  cuts  has  in- 
creased substantially.  "We've  gone 
from  about  0.2%  to  close  to  a  2% 
month-to-month  average  decrease," 
he  explains. 

There  are  a  number  of  situations 
that  have  been  pulling  the  averages 
down.  For  example,  six  months  ago 
Kaiser  Aluminum  &  Chemical  was 
expected  to  earn  $4.72  in  1982.  This 
estimate  is  now  down  to  76  cents. 
Within  the  same  period,  percentage 
declines  in  estimates  for  companies 
as  diverse  as  H.F.  Ahmanson,  Asarco 
and  UAL  are  almost  as  dramatic. 

Predicting  the  future,  of  course,  is 
not  an  easy  job,  and  even  the  high 
salaries  paid  to  security  analysts  do 
not  guarantee  accuracy.  As  recently 
as  the  end  of  January,  Zacks'  figures 


indicated  that  analysts  expected  earn- 
ings of  the  S&P's  500  to  grow  by 
18.5%  in  1982.  At  the  end  of  March 
this  figure  dropped  to  12%.  For  specif- 
ic industry  groups  the  decline  is  even 
more  dramatic:  Producers  of  interme- 
diate goods  such  as  oils,  metals  and 
forest  products  were  expected  to  show 
earnings  growth  of  12.2%,  but  since 
the  end  of  January  this  figure  has  been 
slashed  to  2% . 

Still,  the  news  isn't  all  bad.  Some  100 
companies  have  higher  estimates  now 
than  they  did  six  months  ago,  and  a 
handful  actually  sport  increases  of  1 0% 
or  more.  The  table  below  lists  these 
favored  few.  Mattel,  for  example,  is 
now  expected  to  earn  $2.74  a  share  in 
1982,  ? >s.  the  $  1 .46  predicted  six  months 
ago,  and  Warner  Communications  is 
now  expected  to  earn  $5.53,  vs.  $4.41. 


Recent  revisions — where  estimates  are  rising 


The  predictions  that  analysts  make  about  earnings  are 
constantly  changing,  and  the  figures  for  these  33  com- 
panies have  moved  up  by  10%  or  more  over  the  past  six 


months.  This  is  a  short  list,  but  if  the  revisions  are 
accurate,  some  of  these  new  estimates  may  provide  a 
basis  for  substantial  stock  price  gains. 


-1982  EPS  estimate2 


Where 

Recent 

1981 

0/ 

/o 

traded1 

Company/pnncipal  business 

price 

EPS 

9/30/81 

recent 

%  change 

number 

variation3 

Mattel/toys 

15% 

$1.68 

$  4.46 

$  2.74 

88% 

6 

21% 

Northwest  Inds/multicompany 

61 

9.99 

10.27 

14.97 

46 

8 

9 

Compugraphic/precision  instruments 

12  Ve 

d  1.34 

1.01 

1.33 

32 

3 

18 

o 

Westmoreland  Coal/coal 

177/g 

d  2.17 

•  2.09 

2.75 

32 

4 

21 

Warner  Communications/entertainment 

56'/2 

3.56 

4.41 

5.53 

25 

21 

7 

AH  Robins/ethical  drugs 

12 'A 

1.77 

1.56 

1.94 

24 

9 

10 

Rochester  G&E/utility 

14'/. 

2.92 

2.38 

2.94 

24 

7 

4 

Diebold/office  equipment 

52  Vb 

3.38 

3.67 

4.35 

19 

5 

8 

Seagram/distilling 

51 'A 

8.97 

9.77 

11.56 

18 

4 

7 

Dyco  Petroleum/oil  and  gas  exploration 

17% 

2.00 

2.10 

2.48 

18 

4 

4 

San  Diego  G&E/utility 

13% 

2.34 

2.11 

2.48 

18 

11 

8 

Syntex/ethical  drugs 

34>/2 

2.80 

3.13 

3.66 

17 

18 

4 

o 

Coca-Cola  Bottling  Miami/soft  drinks 

33 

4.35 

4.68 

5.43 

16 

3 

3 

o 

Atlantic  Research/comm  equipment 

18% 

1.90 

1.94 

2.24 

15 

5 

5 

Baldwin-United/insurance 

61% 

6.96 

10.24 

11.69 

14 

5 

12 

Dayton  Power  &  Light/utility 

15% 

2.50 

2.21 

2.51 

14 

11 

3 

Royal  Crown  Cos/soft  drinks 

16 

1.89 

1.76 

2.00 

14 

6 

17 

o 

BancOklahoma/bank  holding 

14% 

2.46 

2.54 

2.85 

12 

4 

4 

Puget  Sound  P&L/utility 

\3Vi 

2.91 

2.37 

2.65 

12 

8 

6 

Paradyne/comm  equipment 

33% 

1.35 

1.83 

2.03 

11 

11 

7 

Nevada  Power  Co/utility 

21'/2 

3.46 

2.55 

2.84 

11 

9 

13 

Public  Service  Indiana/utility 

22% 

3.42 

3.58 

3.98 

11 

19 

7 

a 

Charter  Medical/medical  services 

20 

1.47 

1.70 

1.89 

11 

6 

7 

Eastern  Gas  &  Fuel/coal,  gas 

19% 

2.65 

3.16 

3.50 

11 

10 

9 

o 

Independent  Ins  Gp/insurance 

17% 

2.97 

2.97 

3.29 

11 

4 

1 

Oklahoma  Gas  &  Elec/utility 

15% 

2.01 

2.05 

2.27 

11 

18 

5 

Montana  Power/utility 

24% 

4.04 

3.56 

3.94 

11 

11 

5 

o 

Intergraph/computer  services 

22 'A 

0.75 

1.01 

1.12 

11 

10 

6 

0 

Liz  Claiborne/apparel 

26  Ve 

3.05 

3.67 

4.04 

10 

4 

5 

o 

Pittsburgh  Natl/bank  holding 

26V2 

5.19 

5.28 

5.81 

10 

6 

2 

Wisconsin  Elec  Pwr/utility 

31 

4.38 

4.20 

4.63 

10 

24 

5 

Consolidated  Edison/utility 

34% 

6.44 

5.76 

6.34 

10 

18 

6 

o 

Dollar  General/retail 

16% 

1.85 

2.00 

2.20 

10 

3 

5 

'All  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  (a)  American  Stock  Exchange  and  (o)  over-the-counter  market  2For  fiscal  years 
ending  July  to  January.    3Amount  of  variation  in  estimates.  The  lower  the  percentage  the  greater  the  agreement  among  analysts. 

Source  Zacks  Investment  Research's  Icarus  Service 
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THERE'S  NEVER  BEEN  A  MAGAZINE  FOR 
THE  NEW  DO-IT-YOURSELFER  LIKE  THE 
NEW  MECHANIX  ILLUSTRATED. 


assess 


We've  targeted  the  new  MECHANIX 
ILLUSTRATED  to  the  new  do-it- 
yourselfer.  He's  the  man  who  does 
it  himself  because  he  wants  to.  Not 
because  he  has  to. 

And  the  new  MECHANIX 
ILLUSTRATED,  with  more  home  J 
and  auto  how-to  articles  than  any 
other  magazine,  shows  him  how 
to  do  it  better  than  anyone  else. 

So  whether  he's  fixing  his  Porsche 


or  building  a  front  porch,  the  new  do- 
it-yourselfer  does  it  with  the  new 
MECHANIX  ILLUSTRATED  on  hand. 

And  he  keeps  his  MECHANIX 
ILLUSTRATED  at  hand  for  future 
reference  to  our  how-to  articles.  So 
your  advertising  message  is  seen  over 
and  over  again. 

To  get  into  the  hands  of  the  new  do- 
it-yourselfer,  get  into  the  only  magazine 
designed  with  him  in  mind.  Get  into  the 
new  MECHANIX  ILLUSTRATED.  The 
magazine  that  puts  you  in  the  right  hands 


HOWTO 

HOME  IMPROVEMENT 
AUTOMOTIVE 


.CBS  PUBLICATION 

1515- Broadway.  New  York,  NY  10036 


Recent  revisions — where  estimates  are  falling 


Pessimism  abounds  these  days,  but  for  the  56  corpora-    includes  companies  where  recent  downward  adjust- 
tions  listed  below  the  analysts'  prognosis  is  consider-    ments  range  from  38%  to  84%.  The  lower  the  number  in 
i  ably  gloomier  than  it  was  just  six  months  ago.  The  list    the  right-hand  column,  the  more  universal  the  gloom. 

 1982  EPS  estimates2  


vnere 

Recent 

1  Oft  1 
I  Vol 

/o 

raded1 

Company/principal  business 

price 

EPS 

9/30/81 

recent 

%  change 

number 

variation5 

Kaiser  Alum  &  Chem/aluminum 

14% 

$  2.68 

$4.72 

$0.76 

-84% 

16 

121% 

HF  Ahmanson/savings  and  loan 

10% 

d  1.36 

2.46 

0.56 

-77 

10 

293 

Asarco/metals 

20  Vi 

0.39 

4.42 

1.08 

-76 

13 

126 

Phelps  Dodge/metals 

24Vz 

2.61 

5.47 

1.35 

-75 

17 

96 

UAL/airline 

19% 

d2.63 

4.32 

1.18 

-73 

13 

90 

Southwest  For  Ind/paper,  forest  products 

11% 

0.91 

3.03 

0.84 

-72 

4 

73 

Alcan  Aluminum/aluminum 

19% 

3.24 

4.40 

1.44 

-67 

16 

48 

US  Home/building 

117s 

0.47 

3.18 

1.13 

-64 

12 

25 

Great  Western  Finl/savings  and  loan 

10% 

d  1.26 

2.56 

0.95 

-63 

10 

102 

Clark  Equipment/machinery 

23% 

2.03 

4.68 

1.86 

-60 

11 

56 

Homestake  Mining/gold,  lead,  zinc 

23% 

1.69 

2.71 

1.09 

-60 

9 

70 

Spectra-Physics/precision  instruments 

17% 

0.54 

1.74 

0.70 

-60 

5 

24 

General  Motors/auto 

40% 

1.07 

8.74 

3.56 

-59 

14 

25 

Evans  Products/building 

12% 

0.83 

2.75 

1.14 

-59 

4 

18 

Amsted  Inds/railroad  equipment 

26% 

4.68 

5.31 

2.20 

-59 

9 

25 

GAF/building,  chemicals 

13% 

d2.32 

2.04- 

0.85 

-58 

5 

92 

Overhead  Door/building 

11% 

0.58 

1.93 

0.82 

-58 

3 

2 

Ideal  Basic  Inds/cement 

16 

3.83 

3.72 

1.59 

-57 

8 

58 

Inland  Steel/steel 

22% 

2.69 

5.61 

2.43 

-57 

13 

27 

AMAX/metals 

27% 

2.57 

4.23 

1.84 

-57 

16 

73 

Mark  Controls/electrical  equipment 

10 

1.28 

2.49 

1.10 

-56 

3 

26 

0 

Intel/electronics 

27% 

0.62 

2.04 

0.93 

-54 

18 

22 

Lennar/building 

9% 

1.85 

1.93 

0.88 

-54 

5 

77 

Aluminum  Co  of  Am/aluminum 

24% 

3.97 

4.85 

2.28 

-53 

18 

44 

Standard-Pacific/building 

8% 

0.85 

2.25 

1.06 

-53 

4 

28 

Akzona/chemicals 

9% 

0.76 

2.20 

1.05 

-52 

8 

30 

Sun  Electric/electronics 

8% 

d0.12 

1.54 

0.74 

-52 

7 

34 

Fruehauf/truck  trailers 

18% 

1.74 

5.21 

2.53 

-51 

3 

18 

Ryan  Homes/building 

14% 

0.72 

2.43 

1.18 

-51 

11 

19 

Kaiser  Cement/cement 

18% 

2.27 

4.34 

2.11 

-51 

9 

29 

Measurex/electrical  equipment 

16% 

0.60 

1.97 

1.01 

-49 

4 

20 

Newmont  Mining/metals 

3 

3.03 

5.63 

2.90 

-48 

16 

37 

Manville  Corp/building 

14 

1.53 

2.62 

1.39 

-47 

14 

27 

Sullair/oilfield  services 

10% 

0.23 

1.71 

0.91 

-47 

•  3 

11 

Northwest  Airlines/airline 

31 

0.48 

4.06 

2.16 

-47 

16 

34 

Kaufman  &  Broad/building,  insurance 

7% 

0.82 

1.81 

0.97 

-46 

3 

12 

0 

Coherent/lasers 

13% 

0.64 

1.60 

0.86 

-46 

4 

16 

Gordon  Jewelry/retail 

14% 

3.39 

4.04 

2.24 

-45 

3 

17 

Hexcel/aerospace 

14% 

0.96 

2.67 

1.50 

-44 

4 

7 

National  Can/containers 

18% 

2.34 

4.42 

2.49 

-44 

5 

21 

a 

Ryland  Group/building 

11% 

0.99 

2.48 

1.40 

-44 

4 

13 

Pope  &  Talbot/paper,  forest  products 

15% 

0.45 

2.53 

1.45 

-43 

3 

54 

Crown  Zellerbach/paper,  forest  products 

24% 

2.47 

3.63 

2.11 

-42 

17 

21 

Lone  Star  Inds/cement 

23 

4.52 

5.12 

3.02 

-41 

7 

22 

BF  Goodrich/tire  and  rubber 

19% 

3.53 

5.09 

3.01 

-41 

10 

27 

Mnnvpr  t'o/nomf1  onn  i  onrpc 
llUUVCI  V_*U/  11UI11C  dpLJlidllCCo 

y 

U.Ui 

1.42 

0.85 

-40 

3 

36 

National  Gypsum/building 

21 

2.01 

3.23 

1.94 

^10 

8 

27 

Weyerhaeuser/paper,  forest  products 

27% 

1.67 

3.36 

2.03 

^10 

20 

24 

General  Datacom/comm  equipment 

9 

0.29 

1.08 

0.65 

-40 

6 

57 

o 

Yellow  Frt  Sys/trucking 

13 

1.16 

2.73 

1.66 

-39 

12 

19 

Cessna  Aircraft/aerospace 

17% 

3.20 

4.52 

2.75 

-39 

9 

13 

Dow  Chemical/chemicals 

24 

3.00 

4.67 

2.85 

-39 

17 

14 

Mead/paper 

20% 

4.10 

5.23 

3.21 

-39 

14 

19 

Hoover  Universal/auto  equipment 

15% 

2.60 

3.75 

2.30 

-39 

4 

5 

Boise  Cascade/paper,  forest  products 

29 

4.50 

5.43 

3.35 

-38 

20 

28 

Amerada  Hess/petroleum 

17% 

2.53 

6.41 

3.98 

-38 

14 

22 

'All  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  ( a)  American  Stock  Exchange  ( o)  over-the-counter  market.  2For  fiscal  years  ending 
July  to  January    1  Amount  of  variation  in  estimates  The  lower  the  percentage  the  greater  the  agreement  among  analysts. 

Source:  Zacks  Investment  Research  Icarus  Service 
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One-third  of  the  group  are  utilities, 
which  are  benefiting  from  rate  in- 
creases and  lower  fuel  costs. 

Some  industry  groups  also  appear  to 
have  improving  prospects,  as  the  table 
on  page  178  indicates.  But  look  be- 
hind these  figures.  The  coal  industry, 
for  example,  may  show  a  64%  im- 
provement in  1982  earnings.  But  sev- 
eral firms  had  a  bad  year  in  1981. 
"Other  than  special  situations  where 


Statistical  Spotlight 


companies  have  unique  products  in 
expanding  markets,  there's  very  little 
to  cheer  about,"  says  Zacks. ' 

His  analysis  of  estimates — called 
Icarus  Service — began  in  mid- 1978 
and  mo'nitors  approximately  30,000 
estimates  on  some  2,700  firms.  The 
input  comes  from  some  1,200  ana- 


lysts at  well  over  50  brokerage  firirM 
Icarus  produces  weekly  and  monthl 
reports  for  institutional  investors  an 
financial  relations  officers. 

The  real  value  of  the  Zacks  nuir 
bers  is  the  fact  that  they  represent 
consensus  of  several  analysts'  think 
ing.  To  get  the  full  benefit  of  thi 
diversity,  we  have  included  only  com 
panies  where  there  are  estimates  fron 
three  or  more  experts.  When  you  se 


Projected  earnings  declines — the  percentage  laggards 


When  economic  conditions  are  bad,  some  businesses 
fare  worse  than  others.  Analysts  predict  that  the  46 
companies  in  this  table  will  all  have  substantial  profit 


declines  in  1982 — ranging  from  10%  to  74%.  The  lower 
the  number  in  the  right-hand  column,  the  more  agree- 
ment there  is  about  individual  earnings  estimates. 


P/E  with 

Number 

Where 

Recent 

 Earnings  per  sh 

1982 

of 

% 

traded1 

Company/principal  business 

price 

1981 

1982  est 

%  change 

estimate 

estimates 

variation1 

Alcan  Aluminium  /pi  umi  mim 

19'/s 

$3.24 

$  1.44 

-56% 

13 

16 

48% 

Aluminum  Co  of  Amer/aluminum 

24% 

3.97 

2.28 

-43 

11 

18 

44 

AMAX/metals 

27% 

2.57 

1.84 

-28 

15 

16 

73 

American  Standard/building 

26 1/8 

4.14 

3.63 

-12 

7 

11 

11 

Amsted  Inds/railroad  equipment 

26% 

4.68 

2.20 

-53 

12 

9 

25 

Rpthlphpm  Stppl/stppl 

22 'A 

4.83 

3.52 

-27 

6 

14 

23 

Boeing/aerospace 

is  y% 

4.90 

2.31 

-53 

8 

18 

19 

Boise  Cascade/paper,  forest  products 

29 

4.50 

3.35 

-26 

9 

20 

28 

Burlington  Inds/textiles 

19% 

4.10 

3.42 

-17 

6 

7 

11 

Cessna  Aircraft/aerospace 

17% 

3.20 

2.75 

-14 

6 

9 

13 

fhpsiinpiilip  Cnrn  Va/nnnpr  forp^t  nroHnrt*; 

24 '/« 

4.22 

3.31 

-22 

7 

4 

3 

Colt  Inds/steel 

24% 

4.02 

3.57 

-11 

7 

4 

6 

Crown  Zellerbach/paper,  forest  products 

24% 

2.47 

2.11 

-15 

12 

17 

21 

Deltona/real  estate 

7% 

1.21 

0.78 

-36 

9 

3 

21 

Donaldson  Co/machinery 

W/i 

2.45 

2.06 

-16 

8 

7 

14 

VJCllU/  LI  IIL  1\  1 1 1  % 

19 

4.67 

3.09 

-34 

5 

7 

Giddings  &  Lewis/machine  tool 

18'/2 

3.34 

3.00 

-10 

6 

12 

9 

BF  Goodrich/tire  and  rubber 

19% 

3.53 

3.01 

-15 

6 

10 

27 

a 

Gulfstream  Ld  &  Dev/real  estate 

10% 

1.61 

1.23 

-24 

9 

3 

2 

Homestake  Mining/gold,  lead,  zinc 

237/s 

1.69 

1.09 

-36 

22 

9 

70 

T-ffmvpt"  I  Inivprcal /antn  pniiinnipnl 
I1UUVC1   UU1  VClaal/  dULU  CL|UipiJJ.ClIl 

1  Wo 

2.60 

2.30 

7 

4 

5 

Ideal  Basic  Inds/cement 

16 

3.83 

1.59 

-58 

10 

8 

58 

o 

JLG  Inds/industrial  equipment 

6V2 

0.79 

0.32 

-59 

20 

3 

25 

Kaiser  Alum  &  Chem/aluminum 

14% 

2.68 

0.76 

-72 

19 

16 

121 

Lennar  Corp/building 

9% 

1.85 

0.88 

-52 

11 

5 

77 

Lone  Star  Inds/cement 

23 

4.52 

3.02 

-33 

8 

7 

22 

LXV/multicompany 

14% 

8.00 

5.29 

-34 

3 

10 

14 

Mark  Controls/electrical  equipment 

10 

1.28 

1.10 

-14 

9 

3 

26 

Masonite  Corp/building 

21% 

1.93 

0.50 

-74 

44 

11 

68 

Mead  Corp/paper 

20% 

4.10 

3.21 

-22 

6 

14 

19 

MGM  Films/entertainment 

6'/k 

0.68 

0.53 

-22 

12 

8 

42 

Naples  Fed  Savings/savings  and  loans 

13!/h 

1.74 

0.76 

-56 

17 

3 

37 

National  Med  Care/medical  services 

6 'A 

1.09 

0.98 

-10 

6 

5 

9  ; 

National  Steel/steel 

19Vs 

4.20 

3.06 

-27 

6 

12 

25 

Nevada  Power/utility 

2iy2 

3.46 

2.84 

-18 

8 

9 

13 

Overseas  Shipbldg/shipping 

13% 

3.31 

2.69 

-19 

5 

4 

18 

Peavey/food  processing 

175/s 

4.18 

3.48 

-17 

5 

9 

9  1 

Phelps  Dodge/metals 

24  Vi 

2.61 

1.35 

-48 

18 

17 

96 

Quanex/steel 

10% 

3.05 

2.35 

-23 

5 

4 

19 

Savannah  Elec  &  Pwr/utihty 

10% 

2.39 

1.92 

-20 

6 

3 

11 

Scott  Paper/paper,  forest  products 

16% 

3.22 

2.88 

-11 

6 

13 

7 

St  Regis  Paper/paper,  forest  products 

25 

5.35 

4.15 

-22 

6 

17 

17 

AE  Sutay  Mf«/food  processing 

17% 

4.75 

3.59 

-24 

5 

11 

15 

0 

Steiger  Tractor/agricultural  equipment 

8 

1.84 

1.15 

-38 

7 

4 

19 

US  Steel/steel 

24% 

7.55 

4.94 

-35 

5 

15 

32 

Westvaco/paper,  i:o;est  products 

22% 

3.95 

3.40 

-14 

7 

14 

14 

'All  companies  listed  < 
ending  July  to  January 


m  the  New  York  Stock  Exchange  except  those  labeled  (a)  American  Stock  Exchange  (o)  over-the-counter  market 
'Amount  of  variation  in  estimates.  The  lower  the  percentage  the  greater  the  agreement  among  analysts. 
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219.  $12 


261.   $16.95    308.   $14.95    223.   $14.95      409.   $18.50    165.   $16.95      281.   $16.95    270.   $13.95    324.  $9.95 


40  BOOKS  THAT 
MEAN  BUSINESS 


302.   $17.95       256.  $12.95 


^fireman 


I 


285.   $15.95    149.  $10.95 


TJwRobertHalf 

m  loday's 
••"b  Market  % 


i 


176.  $12.95 


211.   $19.95      410.   $15.50    311.   $11.95    100.   $12.95    299.   $15.95    110.   $21.95      245.   $10.95     268.  $27.50 


5recT~ 


142.   $12.95      400.   $16.95    239.   $26.50   370.    $14.95     395.   $15        298.   $16.95      247.   $14.95    208.   $11.95    320.  $3! 


1 408.  $12.95     401.  $11.95      103.  $10 

t  Any  3  books  for  $1  each  - 

I  when  you  join  Fortune  Book  Club  and  agree 

t;    to  buy  3  more  books  in  the  next  two  years. 

:  •  As  a  member,  you  receive  the  Fortune  Book 
Club  Newsletter  15  times  each  year  (about  every 
3  Vi  weeks).  Each  issue  reviews  a  new  Mam  Selection 

'.  plus  scores  of  Alternates.  Many  books  are  offered  at 
substantial  discounts. 

•  If  you  want  the  Main  Selection  do  nothing.  It 

I  will  be  shipped  to  you  automatically.  If  you  want 
i  one  or  more  Alternate  books  — or  no  book  at  all  — 
indicate  your  decision  on  the  Reply  Form  always 
enclosed  and  return  it  by  the  date  specified. 

•  Return  privilege.  If  the  Newsletter  is  delayed 

i  and  you  receive  the  Mam  Selection  without  having 

had  10  days  to  notify  us,  you  may  return  it  for 
.  credit  at  our  expense. 

•  Cancellations.  Membership  may  be  discon- 
tinued, either  by  you  or  the  Club,  at  any  time  after 
you  have  purchased  3  additional  books. 

•  The  cost  of  books  that  you  purchase  from  the 
Fortune  Book  Club  for  use  in  your  trade  or 
business  may  be  deductible  for  federal  income  tax 
purposes. 


Wealth 

nand 

Poverty 

GEORGE 
GILDER 

274.  $16.95 


$10.95 


°*v">»nfNeoi,0~ 


$12.95    201.   $22.50      405.   $12.95    406.  $14.95 


^^ortune  Book  Club.  Operated  by  Book-of-the-Montb  Club,  Inc.,  Camp  Hill,  Pennsylvania  17012^^ 

Please  enroll  me  in  Fortune  Book  Club  and  send  the  three  choices  I've  listed  below.  Bill  me  $3,  plus 
shipping  and  handling  charges.  I  agree  to  buy  at  least  three  additional  Selections  or  Alternates 
during  my  next  rwo  years  as  a  member.  A  shipping  and  handling  charge  is  added  to  each  shipment. 
Indicate  by  number  the  three  books  you  want.  .  ■  ,  ,  .  . 

Mr.  I  I  I  I  I  I 

Ms  


(Please  print  plainly) 


Address. 


Suite, 
Floor, 
.Apt  


FB  314-4 


Name  of  Company. 
City  & 

State  


(If  you  want  subscription  sent  to  office) 


2-09 


.Zip. 


Signature. 


 BookClub , 

I    Fortune  is  a  irademark  of  Time  Incorporated  Prices  shown  are  publishers'  U.S.  prices  Outside  the  V  S  ,  prices  are  generally  somewhai  higher^  I 


an  earnings  figure,  be  sure  to  check 
the  next-to-last  column  to  see  how 
many  individual  estimates  were  sub- 
mitted. Some  companies,  such  as  Bur- 
roughs and  Squibb,  draw  opinions 
from  as  many  as  23  analysts.  The 
more  estimates,  of  course,  the  more 
reliable  the  consensus  ought  to  be. 
Look  also  at  the  last  column  in  the 


Statistical  Spotlight 

tables:  the  variation  among  the  indi- 
vidual estimates.  The  lower  this  per- 
centage, the  more  in  agreement  ana- 
lysts are  about  their  projections.  For 
companies  such  as  American  Medical 
International,  Walter  E.  Heller  and  In- 


dependent Insurance  Group,  for  ex-J 
ample,  there  seems  to  be  hardly  a  hint 
of  controversy.  This  should  indicate! 
as  reliable  an  estimate  as  can  be  ex- 
pected at  the  present  time. 

High  variation,  on  the  other  hand, 
means  that  analysts  are  poles  apart  ini 
their  earnings  outlook.  That's  the 
case  with  the  likes  of  GAF,  Great 


Projected  earnings  gains — the  percentage  leaders 


Despite  the  current  gloom  and  doom,  some  corpora-  lysts  predict  will  enjoy  increases  of  33%  or  better.  The 
tions  are  expected  to  post  impressive  earnings  gains  lower  the  number  in  the  right-hand  column,  the  more 
this  year.  This  table  includes  96  companies  that  ana-     agreement  there  is  about  individual  estimates. 


Number 


Where 

Recent 

 Earnings  per  share2  

Estimated 

of 

% 

traded1 

Company/principal  business 

price 

1981 

1982  est 

%  change 

1982  P/E 

estimates 

variation3 

Acme-Cleveland/machine  tool 

21% 

$2.40 

$  3.30 

38% 

7 

4 

14% 

a 

Adobe  Oil  &  Gas/oil  and  gas  exploration 

16 'A 

1.51 

2.06 

36 

8 

4  • 

15 

o 

Air  Wisconsin/airline 

10% 

0.93 

1.31 

41 

8 

5 

5 

Airborne  Freight/air  freight 

9 

0.66 

1.06 

61 

8 

8 

24 

Akzona/chemicals 

9>/2 

0.76 

1.05 

38 

9 

8 

30 

Amerada  Hess/petroleum 

17% 

2.53 

3.98 

57 

4 

14 

22 

American  Med  Intl/medical  services 

22 

1.66 

2.37 

43 

9 

17 

2 

o 

Amer  Indem  Finl/insurance 

15% 

2.13 

2.92 

37 

5 

3 

14 

AMF/recreational,  industrial  prods 

17% 

1.31 

3.44 

163 

5 

6 

8 

o 

Apple  Computer/computer  equipment 

16% 

0.70 

1.19 

70 

14 

10 

12 

Ashland  Oil/petroleum 

21% 

2.17 

5.12 

136 

4 

4 

14 

Aydin/electronics 

22% 

1.81 

2.57 

42 

9 

5 

9 

Baker  Intl/oilfield  equipment,  services 

30 

3.36 

4.54 

35 

7 

18 

4  1 

Baldwin-United/insurance 

61% 

6.96 

11.69 

68 

5 

5 

12 

Barnes  Group/auto  equipment 

15 

0.71 

2.50 

252 

6 

6 

34 

Beneficial  Corp/financial  services 

16 

0.82 

2.28 

178 

7 

8 

19 

a 

Bow  Valley  Inds/oil  and  gas  exploration 

ll»/4 

0.70 

1.03 

47 

11    jA  . 

3 

13 

Brown  &  Sharpe  Mfg/machine  tools 

16% 

1.93 

2.67 

38 

6  \i\ 

/  4 

22 

Burroughs/office  equipment 

34V8 

3.58 

4.93 

38 

7  *\ 

23 

10 

Carter  Hawley  Hale/retail 

14% 

1.55 

2.40 

55 

6 

15 

10 

Central  Soya/food  processing 

HVs 

0.79 

1.77 

124 

6 

5 

24 

Cluett,  Peabody/apparel 

14% 

2.25 

3.17 

41 

5 

4 

3 

o 

Coherent/lasers 

13% 

0.64 

0.86 

35 

15 

4 

16 

Coleco  Inds/toys 

12 

1.01 

2.10 

108 

6 

6 

10 

o 

Comp  &  Com  Tech/data  processing  equip 

2iy8 

0.95 

1.34 

41 

16 

4 

3 

Cray  Research/computer  equip,  services 

27% 

1.32 

1.89 

43 

15 

9 

9 

Daniel  Inds/oilfield  equipment 

15 

1.81 

2.47 

36 

6 

3 

4 

a 

Digicon/oilfield  services 

19V2 

1.85 

2.99 

62 

7 

5 

5 

0 

Docutel/automatic  tellers 

24% 

1.67 

2.35 

41 

10 

3 

2 

a 

Dome  Petroleum/oil  and  gas  exploration 

7% 

0.80 

1.25 

56 

6 

6 

14 

Dravo/building 

12V2 

1.06 

2.08 

96 

6 

5 

12 

Echlin/auto  equipment 

12% 

0.70 

1.43 

104 

9 

12 

6 

Evans  Prods/building 

12% 

0.83 

1.14 

37 

11 

4 

18 

Fieldcrest  Mills/textiles 

20% 

2.50 

3.43 

37 

6 

4 

22 

Floating  Pt  Systems/computer  equipment 

19% 

0.81 

1.15 

42 

17 

6 

8 

Fruehauf/truck  trailers 

I8V2 

1.74 

2.53 

45 

7 

3 

18 

General  Dynamics/aerospace 

24% 

2.25 

3.62 

61 

7 

16 

5 

General  Motors/auto 

40% 

1.07 

3.56 

233 

11 

14 

25 

Global  Marine/oilfield  services 

11% 

2.60 

3.78 

45 

3 

7 

6 

Grumman/aerospace 

23% 

1.59 

3.28 

106 

7 

9 

15 

Harcourt  Brace  Jovanovich/publishing 

13  Vi 

2.34 

3.13 

34 

4 

3 

3 

WE  Heller  Intl/finance 

16% 

0.85 

3.79 

346 

4 

4 

2 

Hexcel/aerospace 

14% 

0.96 

1.50 

56 

10 

4 

7 

Humana/health-care  services 

24 

1.55 

2.13 

37 

11 

17 

4 

a 

Husky  Oil/oil  and  gas  exploration 

5% 

0.56 

0.99 

77 

6 

3 

19 

o 

Intel/electronics 

27% 

0.62 

0.93 

50 

30 

18 

22 

'All  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  (a)  American  Stock  Exchange  (o)  over-the  counter  market  ■'For  fiscal  years 
ending  1981  to  January    'Amount  of  variation  in  estimates.  Tlie  lower  the  percentage  the  greater  the  agreement  among  analysts. 

Source  Zacks  Investment  Researdj's  Icarus  Service 
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Western  Financial  and  Kaiser  Alumi- 
lum  &.  Chemical.  Experts  differ  wide- 
y  in  their  thinking  about  these  com- 
panies. As  a  result,  stock  prices  may 
je  volatile  over  the  next  few  months 
is  investors  draw  more  precise  con- 
tusions about  the  future. 

The  alphabetical  lists  that  begin  on 
pages  182  and  184  present  estimates 
or  142  companies  that  are  likely  to 


see  major  earnings  moves — both  up 
and  down.  But  pay  close  attention  to 
the  tables  that  begin  on  pages  1 79  and 
181.  These  lists — ranked  in  terms  of 
percentage  change — include  89  com- 
panies where  the  recent  changes  have 
been  the  most  dramatic. 

Wall  Street  should  be  reacting  ac- 
cordingly. Mattel,  for  example,  scores 
high  on  our  list  of  upward  revisions, 


and  its  shares  have  zipped  ahead  by 
nearly  50%  since  January.  By  the 
same  token,  AMAX  has  been  hit  by  a 
significant  downward  revision  in  esti- 
mates, and  its  stock  has  reacted  just 
as  dismally.  Similar  price  adjust- 
ments ought  to  be  occurring  at  other 
companies  on  these  two  lists.  If  they 
aren't,  there  may  be  buying — or  sell- 
ing— opportunities.  ■ 


Number 

Where 

Recent 

 Earnings  per  share  

Estimated 

of 

% 

traded' 

Company/principal  business 

price 

1981 

1982  est 

%  change 

1982  P/E 

estimates 

variation1 

o 

Tnt wamnn /pom nn tf*r  Qf^TT/ippc 

llllCIgldtJIl/  \**JlLiy  UICI 

22% 

0.75 

1.12 

49 

20 

10 

5 

o 

Interpublic  Group/advertising 

27% 

3.31 

5.01 

51 

6 

5 

7 

o 

Intl  Clinical  Labs/medical  services 

17% 

0.76 

1.06 

39 

17 

3 

6 

Jim  Walter/building  materials 

16% 

1.09 

2.02 

85 

8 

12 

30 

K  mart/retail 

18% 

1.75 

2.37 

36 

8 

19 

7 

Ti'irwMi  ^pfuifpc/pnprpu  cprvirpQ 

15% 

2.37 

3.26 

38 

5 

7 

g 

o 

Liebert/computer  equipment 

17% 

0.65 

0.87 

34 

20 

3 

7 

Lubrizol/chemicals 

20% 

1.84 

2.48 

35 

8 

9 

12 

Management  Assist/computer  equipment 

12% 

0.84 

1.36 

62 

9 

7 

18 

Mattel/toys 

15% 

1.68 

2.74 

63 

6 

6 

21 

o 

M  an  DntmlmiiM  //ii  1    .1  n ,  \  croc  ovnlAfatiAn 

iviay  rciruicurn/ uii  anu  gas  exploration 

1  V/a 
lO  /8 

0.88 

1.44 

64 

l  n 

1  u 

Q 

o 

1  o 

MCA/recreation 

48% 

3.77 

5.31 

41 

9 

14 

10 

Measurex/electrical  equipment 

165/8 

0.60 

1.01 

68 

16 

4 

20 

o 

Millipore/lab  equipment,  supplies 

17 

0.79 

1.43 

81 

12 

8 

11 

Northeast  Utilities/utility 

10  % 

1.29 

1.76 

36 

6 

16 

7 

MfirtViiArpct  InHc/mi  1 1  fi pnrnna  nv 

11U1111VVC91  J.1IU9/  llILl]LlLV'lilJ.'Ull> 

61 

9.99 

14.97 

50 

4 

g 

9 

o 

Oshman's  Sprtng  Gds/retail 

15'/2 

1.12 

1.58 

41 

10 

3 

8 

Overhead  Door/building 

11% 

0.58 

0.82 

41 

14 

3 

2 

Paradyne/communications  equipment 

33% 

1.35 

2.03 

50 

16 

11 

7 

o 

Pay'n  Save/drugstores 

17% 

2.34 

3.73 

59 

5 

6 

17 

Ppnn  Cpntral/mnltirnmnflnv 

26% 

4.18 

6.25 

50 

4 

4 

23 

o 

Pentair/paper,  forest  products 

13% 

2.26 

3.12 

38 

4 

8 

12 

Pittston/coal 

18 

1.13 

2.42 

114 

7 

11 

9 

o 

Pizza  Time  Theatre/restaurants 

23% 

0.57 

1.43 

151 

17 

3 

11 

0 

Quadrex/engineering  services 

10% 

1.05 

1.45 

38 

7 

3 

3 

0 

RcpuuMi  r\uiu  ris/dutu  equipment 

O  /8 

0.92 

1.27 

38 

7 

/ 

a 
o 

o 

Rohr  Industries/aerospace 

1L% 

1.17 

1.93 

65 

6 

3 

11 

Ryan  Homes/building 

14% 

0.72 

1.18 

64 

12 

11 

19 

a 

Ryland  Group/building 

W/l 

0.99 

1.40 

41 

8 

4 

13 

m  q 

SafeCard  Serv/credit  card  loss  services 

9% 

0.84 

1.13 

35 

8 

3 

7 

TiiHp  fW pnipil /npa  1 1 n -  rarp  nrptHnptc 

i?l  |UUt    iTlLUILdl/  iRdllJl   LalC  ^lUUUtlo 

1  8% 

0.50 

1.08 

116 

17 

3 

1  \ 

Squibb/ethical  drugs 

31 

2.23 

2.96 

33 

10 

23 

3 

Storage  Tech/computer  services 

25% 

2.61 

3.51 

35 

7 

13 

7 

o 

Tandem  Computers/computer  equipment 

24% 

0.71 

1.06 

49 

23 

17 

5 

o 

Tandon  Corp/computer  equipment 

26% 

0.52 

1.20 

131 

22 

5 

13 

Tpran  \in  p  /  p  1  pptTnn  ipc 
X  CldUyilC/  LlLLlI'llllL^ 

9  73/.. 

1.00 

1.71 

71 

1 6 

1 

L  KJ 

9  1 

Z.  1 

Texas  Instruments/electronics 

80 

4.62 

6.29 

36 

13 

19 

15 

Texas  Oil  &  Gas/natural  gas 

27 

2.00 

2.73 

37 

10 

19 

3 

a 

TIE  Communications/comm  equipment 

16% 

0.86 

1.23 

43 

13 

3 

5 

Tonka/toys 

23% 

4.02 

5.41 

34 

4 

4 

11 

Tosco/petroleum 

9% 

1.02 

2.77 

172 

3 

7 

22 

Trans  World/airline 

20% 

1.27 

3.41 

169 

6 

1 1 

28 

US  Leasing  Intl/finance 

23% 

2.24 

3.65 

63 

7 

3 

11 

Viacom  Intl/broadcasting 

25% 

1.42 

2.13 

50 

12 

11 

3 

Warner  Communications/entertainment 

56% 

3.56 

5.53 

55 

10 

21 

7 

Warner-Lambert/proprietary  drugs 

23% 

1.80 

2.59 

44 

9 

20 

5 

o 

HI  Wilson/retail 

17% 

1.72 

2.33 

36 

7 

5 

6 

WM  Wrigley  Jr/food  processing 

30% 

3.61 

4.91 

36 

6 

4 

3 

XTRA/trucking 

11% 

0.58 

1.85 

219 

6 

4 

11 

o 

Yellow  Frt  Sys/trucking 

13 

1.16 

1.66 

43 

8 

12 

19 

'All  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  (a)  American  Stock  Exchange  io)  over-the-counter  market.  2For  fiscal  years 
ending  July  to  January.    'Amount  of  variation  in  estimates  The  lower  the  percentage  the  greater  the  agreement  among  analysts. 

Source  Zacks  Investment  Researdi's  Icarus  Sen 
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DO  THE  BEST  THEY  CAN 

DENVER-Of  the  56,000  men- 
tally retarded  residents  of  Colorado, 
an  estimated  85%  can  achieve  social 
and  vocational  independence,  if 
given  proper  help. 

Yet  due  to  lack  of  public 
understanding,  they  are  more  often 
treated  as  objects  of  curiosity  and 
need,  than  as  responsible  and  use- 
ful citizens. 

To  help  correct  this  percep- 
tion, KBTV,  the  Gannett  station  in 
Denver,  turned  its  cameras  on 


retarded  adults  who  are  marrying, 
living  independently  and  holding 
regular  jobs.  In  a  documentary 
series  entitled  "Doing  the  Best  We 
Can"  these  residents  spoke  for 
themselves  and  told  their  own  stories 
to  KBTV  reporter  Bertha  Lynn  and 
cameraman  John  Fosholt,  revealing 
interests  and  aspirations  similar  to 
those  of  their  fellow  citizens  who 
are  not  handicapped. 

KBTV  was  applauded  for 
furthering  public  awareness  of  the 
facts  about  mental  retardation  by 
the  Association  for  Retarded  Citi- 
zens with  its  Excellence  Award  for 
Community  Television.  The  series 
was  also  recognized  by  the  One  to 
One  Foundation,  a  national  organi- 
zation concerned  with  the  needs 
of  the  developmentally  disabled. 

The  real  reward  came,  how- 
ever, in  doing  the  best  we  can  to 
help  others  do  the  best  they  can. 


At  Gannett,  we  recognize  th 
responsibility  our  newspapers  an 
broadcasting  services  have  to  the 
needs  of  the  entire  community.  A 
from  Denver  to  Detroit,  Tucson  tc 
Tarrytown,  Pensacola  to  Port  Hut 
each  Gannett  member  is  free  to 
serve  those  needs  in  its  own  way. 

For  more  information  about 
Gannett,  write:  Gannett  Co.,  Inc.; 
Corporate  Communications; 
Lincoln  Tower;  Rochester,  N.Y. 
14604,  or  call  (716)  546-8600. 
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Most  economic  recoveries  are  "V" -shaped, 
but  this  one  looks  like  "L.  "Short- and  long- 
term  interest  rates  will  fall  slowly. 

HALF  SPEED 
AHEAD 


By  Ben  Weberman 


The  economists  are  amazing.  A  year 
ago  they  predicted  that  1981  would 
end  with  double-digit  inflation  and 
that  the  1982  rate  would  be  even 
higher.  In  reality,  of  course,  infla- 
tion is  at  7%  now  and  going  down. 

These  same  sages  are  now  quoted 
authoritatively  as  expecting  inter- 
est rates  not  to  fall  much  from  cur- 
rent levels.  In  fact,  they  are  virtually 
unanimous  in  projecting  that  inter- 
est rates  at  the  end  of  this  year  will 
be  higher  than  now  and  that  in  1983 
they  will  be  higher  still.  Sounds  fa- 
miliar, doesn't  it? 

Well,  I  disagree.  By  the  end  of  this 
year,  after  a  period  of  slow  decline, 
yields  will  have  fallen  surprisingly 
further  and  surprisingly  fast.  I  also 
don't  expect  a  repeat  of  the  1980 
experience,  when  credit  controls 
halted  virtually  all  lending.  Interest 
rates  had  a  three-month  free-fall 
from  18%  to  8% — varying,  of 
course,  for  each  type  of  security  and 
money  instrument.  Soon  after,  eco- 
nomic activity  shot  up  like  a  rocket 
and  the  inflation  race  started  all 
over  again. 

Our  central  bankers  now  recog- 
nize that  the  sharp  decline  in  inter- 
est rates  was  a  major  contributor  to 
the  rapid  revival  and  reheating  of 
the  economy.  Don't  expect  them  to 
repeat  the  mistake. 

The  Fed's  current  objective  is 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine 


twofold:  convince  unions  that  they 
will  not  have  later  catch-ups  for 
concessions  and  convince  manage- 
ment that  cost-push  and  demand- 
pull  inflation  are  both  dying.  The 
policy  tool  is  credit  growth.  The 
trick,  however,  is  to  keep  money 
costs  from  falling  so  rapidly  that 
heavy  borrowers  like  builders,  farm- 
ers and  businessmen  will  not  be  en- 
couraged to  speculate  excessively. 

As  I  see  it,  a  graph  of  the  economy 
has  an  "L"  shape.  The  recession  is 
deep.  It  has  bottomed  out.  The  Fed 
won't  do  much  to  stimulate  activ- 
ity. The  recovery  won't  be  quick 
enough  to  give  us  a  dramatic,  point- 
ed "V."  The  Fed's  restraint  on  credit 
means  the  level  of  interest  rates  will 
slide  slowly  at  first.  Only  after  the 
last  vestige  of  inflationary  expecta- 
tions has  been  wiped  out  of  the 
economy  will  investors  rush  to  buy 
fixed-income  securities.  Short-term 
and  long-term  interest  rates  will 
come  down  rapidly. 

The  credit  markets  will  be  shaky 
for  at  least  the  next  several  months. 
Highly  leveraged  borrowers  will  be 
troubled;  avoid  their  securities. 
Profits  are  slim,  cash  flow  is  small — 
and  in  just  about  every  business, 
interest  costs  are  chewing  up  the 
cash  flow  of  those  who  borrowed 
heavily. 

Farm  income,  for  example,  is  be- 
ing squeezed  severely,  but  there  is 
still  a  profit  in  farming,  small 
though  it  may  be.  Those  individuals 
whose  land  is  being  sold  from  under 
them  were  suckered  into  the  belief 
that  prices  could  head  only  higher — 
rapidly.  Acreage  that  once  sold  for 
$450  was  purchased  for  up  to 
$2,500.  It  was  paid  for  with  high- 
mterest-rate  loans  that  are  often 
now  in  default. 

Mortgage  bankers  who  keep  close 
track  of  mortgage  payment  experi- 
ence confirm  that  the  worst  record 


since  the  start  of  this  year  is  not  held 
by  Michigan,  despite  its  high  unem- 
ployment. Autoworkers  didn't  spec- 
ulate on  real  estate.  North  Dakota 
leads  the  list  of  defaulters.  Other 
midwestern  farm  states  follow  close 
behind.  California,  meanwhile,  has 
yet  to  come  to  grips  with  its  real 
estate  spending  spree.  So,  while  the 
Golden  State's  economy  is  soft,  it  has 
not  collapsed  yet. 

Investing  opportunities  may  exist 
when  the  return  on  a  loan  is  high 
enough  to  justify  its  risk.  In  most 
cases,  however,  the  present  differ- 
ence in  yield  among  securities  of 
different  ratings  is  inadequate  com- 
pensation for  added  risk.  This  situa- 
tion won't  last  long.  Money  market 
mutual  funds  are  changing  portfolio 
priorities  to  emphasize  quality. 

Managers  are  buying  smaller 
quantities  of  certificates  of  deposit 
from  money  center  banks  and  more 
from  Aaa-rated  regionals.  They  are 
also  buying  less  commercial  paper 
that  does  not  carry  the  top  rating 
from  Moody's  and  Standard  & 
Poor's.  When  Ford  Motor  Credit 
commercial  paper  and  notes  were 
downgraded,  the  change  was  well 
publicized  and  rates  of  return  shift- 
ed rapidly.  Ford  Credit  had  to  pay 
one-fourth  to  one-half  of  1%  more 
on  short-term  commercial  paper, 
and  its  notes  have  traded  with 
yields  as  high  as  20% .  Their  lenders 
are  being  compensated.  This  has 
not  happened  for  the  less  publicized 
situations. 

Direct  obligations  of  the  U.S. 
Treasury  now  yield  about  13.75% 
for  the  shorter  maturities.  They  rise 
in  rate  of  return  to  14.5%  for  2-year 
to  7-year  obligations.  Then  there's  a 
slide  to  about  13.5%  for  30-year 
bonds.  By  the  end  of  1982,  when 
economists  and  institutional  inves- 
tors can  finally  see  that  inflation  is 
abating,  short-term  Treasury  debt 
should  carry  a  return  of  about  10%, 
and  long-term  bond  yields  will  be 
closer  to  12%.  That  means  a  long- 
term  14%  issue  due  in  2011,  which 
trades  now  at  103%,  will  rise  in 
price  to  1 161/s. 

Look  at  these  numbers  and  you 
will  see  that  the  capital  gains  pros- 
pect is  so  good  for  Treasury  issues 
that  the  potential  of  reward  from  a 
position  in  lower-grade  debt  securi- 
ties is  hardly  justified.  Stick  to  qual- 
ity, whatever  your  portfolio 
needs.  ■ 
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Market  Trends 


The  economic  recovery  should  be  led  by 
consumer  spending  and  defense.  Inves- 
tors should  position  themselves  in  both. 

YEAR  OF 
RECKONING 


By  Richard  B.  Hoey 


This  year  is  the  year  of  reckoning 
for  the  debtors.  For  years,  many  of 
them  have  been  making  huge  prof- 
its on  their  leveraged  holdings, 
chuckling  at  the  cautious  souls  who 
saved  their  money  and  lent  it  to  the 
debtors  for  a  pittance. 

Now  the  tables  are  turned.  The 
savers  are  getting  a  real  yield  and 
the  debtors  are  groaning  under  the 
weight  of  a  painful  debt  load.  It's 
most  painful  for  those  who  jumped 
on  the  debt  bandwagon  in  the  last 
year  or  two,  just  as  the  inflation- 
hedge  assets  headed  into  a  power 
dive.  The  great  inflationary  leverage 
game  sounded  too  good  to  be  true, 
and  it  was. 

The  key  now  is  to  guess  whether 
the  Fed  will  once  more  snatch  de- 
feat from  the  jaws  of  victory  and  set 
off  a  new  round  of  inflationary  mon- 
ey creation.  It's  possible,  but  I  sus- 
pect that  the  recent  peak  in  infla- 
tion will  be  more  permanent.  So 
does  the  precious  metals  market,  to 
judge  by  the  decline  of  63%  in  gold 
prices  and  85%  in  silver  prices  over 
the  last  two  years. 

It's  also  a  year  of  reckoning  for 
fiscal  policy.  The  prospect  of  exces- 
sive deficits  for  years  to  come  is 
spooking  the  bond  market  so  badly 
that  long-term  credit  is  available 
only   at   an   extraordinarily  high 
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yield.  In  the  old  days,  when  the  Fed 
freely  accommodated  excessive 
Treasury  financing,  deficits  were 
very  stimulative  for  the  economy. 
In  the  new  world  of  targeted  mone- 
tary growth,  the  effect  of  deficits  in 
stimulating  consumer  income  and 
spending  is  partly  offset  by  the  ef- 
fect of  deficits  in  maintaining  high 
interest  rates,  which  suppress  hous- 
ing and  capital  spending. 

The  key  to  the  stock-  and  bond- 
market  outlook  is  the  prospect  for  a 
major  fiscal  compromise  between 
the  President  and  Congress,  which 
will  cut  future  deficits.  A  minor  com- 
promise will  give  the  markets  a  mi- 
nor boost,  while  a  major  compromise 
will  give  the  markets  a  major  boost. 

In  any  case,  the  recession  is  likely 
to  end  soon.  But  even  after  it  has 
ended,  economists  may  find  it  hard 
to  convince  anyone  except  other 
economists  that  it's  actually  over. 
Until  there's  a  major  fiscal  compro- 
mise, the  magnitude  of  any  eco- 
nomic recovery  is  likely  to  be  limit- 
ed, with  many  businesses  remain- 
ing severely  depressed. 

The  source  of  strength  in  the 
economy  should  be  the  consumer 
sector.  Unlike  corporations,  con- 
sumers have  succeeded  in  rebuild- 
ing their  liquidity  by  paying  off  debt 
and  accumulating  financial  assets. 
The  91%  of  the  work  force  that  is 
still  employed  in  legitimate  jobs 
and  those  secretly  employed  in  the 
underground  economy  are  major 
beneficiaries  of  slowing  inflation, 
which  helps  bolster  real  incomes.  It 
is  possible  that  past  declines  in  the 
prices  of  such  assets  as  stocks, 
bonds  and  houses  may  depress  con- 
sumer confidence,  but  it  is  more 
likely  that  it  will  only  slow  the 
gains  in  consumer  spending  rather 
than  trigger  a  decline. 

The  price/earnings  multiple  of 
the  retail  group,  relative  to  the  mar- 
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ket,  eroded  in  the  last  half  of  the 
1970s,  as  it  did  not  benefit  from  the 
surge  in  price  inflation  that  helped 
the  profits  of  many  other  industries. 
Now  that  we  have  moved  into  a 
disinflationary  environment,  how- 
ever, their  relative  performance 
should  improve.  Lower  price  infla- 
tion bolsters  the  growth  of  real  con- 
sumer income  relative  to  the 
growth  of  the  overall  economy.  So 
does  the  shift  from  rising  individual 
tax  brackets  in  recent  years  to  a 
slower  rise  in  personal  income  taxes 
under  President  Reagan.  Retail 
companies  will  be  primary  benefi- 
ciaries of  both  trends  once  the  reces- 
sion ends.  During  the  early  quarters 
of  economic  recovery,  growth  is 
likely  to  be  led  by  two  key  sectors: 
consumer  spending  and  defense.  In- 
vestors should  position  themselves 
in  both  industries. 

I  am  attracted  to J.C.  Penney  (33),  a 
blue-chip  retailer  that  could  earn 
$5.50  in  the  fiscal  year  ending  Janu- 
ary 1983  and  $6.30  in  the  year  end- 
ing January  1984.  Selling  at  a  mod- 
est 5  times  next  year's  estimated 
earnings,  this  stock  is  likely  to  at- 
tract buying  interest  from  institu- 
tions and  conservative  individual 
investors. 

Allied  Stores  (28)  is  also  attractive. 
Store  closings  have  held  its  total 
footage  stagnant  at  about  29  million 
to  30  million  square  feet  in  the  last 
eight  years,  but  this  should  grow  to 
over  34  million  square  feet  by  1985. 
Earnings  should  be  about  $4.75  in 
the  January  1983  year  and  $5.85  in 
the  January  1984  year. 

May  Department  Stores  (26)  is  also 
attractive.  All  three  of  its  major  op- 
erating groups  (department  stores, 
Ventura  and  Volume  Shoe)  should 
show  higher  profits  simultaneously 
in  1982  and  1983.  The  company  has 
a  strong  position  in  several  heavily 
industrialized  markets  that  have 
been  depressed  by  the  current  de- 
pression. But  the  prospects  of  a  re- 
bound over  the  next  18  months  are 
favorable.  Earnings  were  $4.31  for 
the  January  1982  year  and  should 
rise  to  about  $4.85  in  January  1983 
and  $5.60  in  the  January  1984  year. 

In  the  defense  sector,  I  continue 
to  like  General  Dynamics  (24),  Mc- 
Donnell Doug/as  (34)  and  Catkins- 
Johnson  (25).  ■ 


Mr.  Heinz  H  Biel  is  on  vacation  His  col- 
umn will  return  in  the  next  issue. 


188 


FORBES,  APRIL  26,  1982 


Observations 


The  question  has  become:  How  can  we 
limit  the  damage  when  the  crisis  comes? 

SOUND  THEORY 
AND  PROFITABLE 
PRACTICE 


By  Ashby  Bladen 


Two  major  financial  crises  are  now 
developing,  one  in  the  domestic  fi- 
nancial system  and  one  in  the  inter- 
national financial  system.  By  now 
the  symptoms  of  crisis  are  becom- 
ing too  obvious  to  ignore,  but  until 
very  recently  the  vast  majority  of 
both  academic  and  business  econo- 
mists did  exactly  that.  The  main 
reason  we  have  stumbled  unwit- 
tingly into  a  financial  mess  is  the 
lack  of  a  sound  and  useful  theory 
of  the  financial  system,  and  the 
professional  economists  are  mainly 
responsible.  Many  of  them  deny 
that  such  a  crisis  is  theoretically 
possible,  in  spite  of  the  fact  that 
they  have  happened  repeatedly  in 
the  past. 

In  fact,  several  professional 
economists  among  Forbes'  readers 
have  written  to  protest  that  we 
have  not  imposed  any  unusual  bur- 
den of  debt  on  the  economy.  They 
point  out  that  the  ratio  of  total 
debts  outstanding  to  nominal  gross 
national  product  has  been  stable 
for  many  years.  That  is  true,  but 
far  from  refuting  my  argument,  I 
believe  that  this  relationship  tends 
to  confirm  it. 

I  maintain  that  any  extension  of 
credit  creates  purchasing  power  if 
the  lender  believes  that  he  has  re- 
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with  the  Developing  Financial  Crisis. 


ceived  a  liquid  financial  instrument 
as  evidence  of  the  loan.  Now,  pur- 
chasing power  gets  used  either  to 
buy  the  gross  national  product  at 
stable  prices  or,  if  it  is  excessive,  to 
push  the  general  price  level  up.  The 
inflation  itself  is  evidence  that  the 
overall  rate  of  debt  formation  has 
been  excessive,  regardless  of  the  sta- 
ble relationship  between  GNP 
growth  and  debt  formation.  The 
point  at  issue  is  a  subtle  one,  but  it 
is  so  vitally  important  to  national 
financial  policy  that  I  will  devote 
my  column  in  the  next  issue  to  ar- 
guing my  side  of  the  case.  We  need  a 
financial  crisis  to  break  the  infla- 
tionary borrow-and-spend  fever.  But 
we  also  need  a  sound  and  practical 
theory  of  the  financial  system  that 
informs  us  about  the  exact  conse- 
quences of  debt.  Lacking  such  a  the- 
ory, the  inevitable  crisis  could  lead 
us  to  deflationary  overkill. 

The  main  problem  with  national 
financial  policy  on  debt  and  borrow- 
ing is  that  so  far  we  have  been  un- 
willing to  admit  that  the  best  way 
to  avoid  a  hangover  tomorrow  is  by 
not  going  to  the  party  tonight.  Ev- 
erybody enjoys  the  borrowing  and 
spending  spree  but  no  one  wants  to 
break  the  linkage  between  it  and  the 
resulting  hangover.  Or  else  they  say 
with  the  monetarists  that  it  is  not 
the  total-credit  alcohol  that  makes 
you  feel  bad  but  only  the  money- 
supply  whiskey  part  of  it. 

Unfortunately,  the  few  profes- 
sional economists  whose  long  expe- 
rience with  the  financial  markets 
has  taught  them  how  the  system 
works  have  so  far  confined  them- 
selves to  giving  practical  advice  and 
have  not  yet  attempted  to  reform 
the  theory  of  the  thing.  Sidney 
Homer,  Henry  Kaufman,  Sam  Na- 
kagama,  Jim  O'Leary,  Gary  Shilling 
and  Al  Wojnilower  could  all  do  a 
more  persuasive  job  of  it  than  I  can 
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because  of  their  great  prestige  in  the 
financial  community,  and  I  hope 
that  some  or  all  of  them  will  tackle 
the  job.  They  are  very  wise  gentle- 
men, and  any  reader  who  is  in  a 
position  to  do  so  should  get  on  their 
mailing  lists.  In  particular,  Henry 
Kaufman's  testimony  before  the 
House  Budget  Committee  on  Mar. 
16,  which  was  published  by  Salo- 
mon Brothers  under  the  title  "The 
Urgency  to  End  Our  Economic  and 
Financial  Turbulence,"  is  must 
reading.  It  should  be  noted  that  the 
practical  recommendations  made 
by  these  gentlemen  and  by  me  are 
quite  similar.  My  main  contribu- 
tion has  been  to  show  that  their 
recommendations  are  the  logical 
consequences  of  an  explicit  theory 
of  the  financial  system. 

On  the  international  financial 
front,  the  international  banking  sur- 
vey in  the  Mar.  20  issue  of  The 
Economist  entitled  "A  Nightmare  of 
Debt"  is  also  must  reading.  It  is 
ironic  that  an  international  finan- 
cial crisis,  which  Lenin  believed  to 
be  one  of  the  manifestations  of  cap- 
italism's internal  contradictions,  is 
developing  first  in  the  Communist 
bloc.  It  is  impossible  to  predict  just 
when  these  intensifying  stresses 
will  reach  the  crisis  stage  because 
that  depends  a  good  deal  on  mass 
psychology.  As  long  as  the  general 
confidence  persists  that  nothing 
fundamental  will  go  wrong  and  ev- 
erybody will  be  bailed  out  in  the 
end,  the  crisis  will  be  postponed. 
But  in  the  end  some  of  the  overin- 
debted  companies  and  countries 
cannot  be  bailed  out  painlessly. 

Now  that  the  stresses  are  becom- 
ing more  obvious,  the  mission  of 
this  column  is  changing.  Until  now, 
I  have  been  trying  to  persuade  you 
that  we  are  indeed  heading  for  a 
crisis  and  that  the  best  way  to  pro- 
tect yourself  is  to  be  cautious  and 
keep  your  investments  liquid.  I 
have  lots  of  company  now  in  that 
view.  So  in  the  future  I  will  be  talk- 
ing more  about  the  ways  that  na- 
tional policy  can  limit  the  damage 
from  the  crisis  to  the  amount  neces- 
sary to  break  the  inflationary  spiral, 
and  about  the  financial  bargains 
that  are  likely  to  develop.  The  main 
point  to  remember  is  that  it  is  ex- 
cessive debt  formation  that  causes 
both  the  inflation  and  the  risk  of  a 
deflationary  crisis.  More  about  that 
next  time.  ■ 
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Venture  Capital 
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Insurance  company  executives  and  the 
venture  capitalists  they  back  are  cut  from 
different  cloth.  Yet  they  have  the  makings 
of  a  very  good  partnership. 

THE  ODD  COUPLE 


By  Thomas  P.  Murphy 


They  are  an  odd  couple,  the  huge 
institutional  investors  and  the  lit- 
tle, two-  and  three-man  partner- 
ships they  are  backing  in  the  ven- 
ture capital  business.  Yet  it' is  insti- 
tutional dollars  from  insurance 
companies,  pension  funds  and  in- 
dustrial companies  that  are  fueling 
the  boom  in  venture  capital.  Reces- 
sion? You  would  never  know  it 
from  the  way  money  keeps  rolling 
in.  But  will  the  honeymoon  last: 

When  they  tried  it  before,  in  the 
late  Sixties,  the  institutional  ven- 
ture partnership  ended  in  disap- 
pointment. The  institutions  found 
it  troublesome  and  not  very  reward- 
ing. The  venture  capitalists,  many 
doing  this  style  of  investing  for  in- 
stitutions, found  support  evaporat- 
ing just  when  it  was  needed  most,  in 
the  1974-75  recession.  Not  a  few 
had  the  painful  experience  of  liqui- 
dating investments  (and  whole 
companies)  because  some  new  CEO 
who  did  not  want  to  have  anything 
more  to  do  with  venture  capital 
took  over  a  company. 

From  the  institutions'  viewpoint, 
the  question  isn't  really  money. 
What  insurance  companies,  for  ex- 
ample, put  into  venture  may  be  big 
by  venture  capital  standards  but 
petty  cash  to  the  insurance  compa- 
nies. Even  success  beyond  dreams 
of  avarice  in  venture  investing  will 


TI.)omas  P.  Murphy  beads  a  venture  capital 
firm.  Partnership  Dankisr,  Stamford,  Conn. 


barely  be  discernible  on  the  bottom 
line  of  a  multibillion-dollar  institu- 
tion. What  the  whole  boom  in  ven- 
ture capital  currently  amounts  to  is 
a  pilot  plant  experiment  by  the  in- 
stitutions. They  want  to  find  out  if 
venture  capital  investing,  which 
was  so  successful  when  it  was 
small,  can  be  scaled  up  to  absorb 
really  large  amounts  of  capital. 

I  talked  with  Arthur  Frank  Jr.,  a 
vice  president  of  Travelers  Insur- 
ance Cos.  in  Hartford.  Travelers,  he 
told  me,  did  its  own  venture-style 
investments  in  the  late  Sixties.  Like 
so  many  others,  Travelers  was  dis- 
appointed with  the  results  by  the 
mid-Seventies  and  annoyed  by  the 
time  everybody  ended  up  spending 
on  little  companies. 

Interestingly,  the  financial  results 
were  not  bad  at  all  when  the  returns 
were  in.  Nevertheless,  Travelers 
was  persuaded  that  this  venture  in- 
vesting was  inherently  awkward  for 
it.  This  time  around,  Travelers  is 
doing  its  venture  investing  not  on 
its  own,  but  through  venture  capital 
partnerships. 

It  has  plenty  to  choose  from.  In  the 
past  year  and  a  half,  Frank  and  his 
associate,  George  Mason,  secretary 
of  Travelers,  who  have  talked  to  50 
venture  partnerships  that  were  rais- 
ing money,  have  invested  in  9  of 
them.  In  all,  they  have  placed  about 
$  1 7  million  in  what  Frank  calls  "the 
first  phase  of  our  program."  It 
doesn't  amount  to  much  to  an  insur- 
ance company  that  invested  $2.9  bil- 
lion last  year.  If  these  investments 
work  out  well,  then  in  the  next 
round  Travelers  could  place  really 
meaningful  amounts  of  money. 

Another  big  insurance  company 
is  taking  a  different  tack.  Aetna, 
which  has  a  few  investments  al- 
ready in  partnerships,  has  decided 
to  try  direct  investing  and  has  ear- 
marked S20  million  to  $40  million 


for  the  effort.  Heading  this  is  Alan 
Mendelson,  an  assistant  vice  presi- 
dent. So  effective  is  the  investment 
grapevine  that  Mendelson,  whose 
program  was  barely  two  weeks  old 
when  I  talked  to  him,  had  already 
been  visited  by  Wall  Street  people 
and  a  few  entrepreneurs. 

What  Mendelson  wants  to  do  is 
coinvest  with  some  good  venture 
capitalists,  but  at  a  later  stage  in  the 
evolution  of  the  companies.  Men- 
delson wants  to  use  mainly  debt, 
with  some  equity,  and  would  like  to 
see  his  money  average  a  10%  to 
12%  return.  In  effect,  Aetna's  effort 
is  another  pilot  program. 

Can  the  venture  industry  become 
a  major  outlet  for  institutional  in- 
vestment? The  venture  capitalists, 
naturally,  say  yes,  pointing  out  that 
the  mere  couple  of  billion  coming 
into  their  industry  every  year  now 
amounts  to  just  about  what  IBM 
alone  spends  on  research. 

Furthermore,  opportunity  for  the 
kind  of  investing  they  do  best,  high 
technology,  is  broadening.  A  dozen 
years  ago  they  were  in  a  fairly  nar- 
row spectrum  of  solid-state  devices, 
minicomputers,  medical  devices, 
etc.  Now,  whole  new  high-tech  in- 
dustries are  emerging  such  as  ap- 
plied genetics  and  robotics.  And 
some  of  the  older  ones,  though  dent- 
ed by  recession,  are  still  high 
growth:  CAD/CAM,  computer  soft- 
ware, microcomputers,  instrumen- 
tation, office  automation.  If  the  cap- 
ital is  available,  they  are  convinced 
they  can  invest  it  successfully. 

Time,  of  course,  will  tell. 

For  the  odd  couple,  we  have  to 
remember,  it  is  the  second  time 
around.  While  some  pretty  roman- 
tic talk  is  being  exchanged  (40% 
compound  growth  on  your  invest- 
ment), both  parties  have  their  hid- 
den agendas  that  are  closer  to  the 
possible.  The  institutions  would 
settle  for  something  a  little  better 
than  they  can  get  elsewhere,  say 
18%  today.  The  venture  capitalists, 
with  any  kind  of  a  new-issue  mar- 
ket to  give  them  a  cash-out  on  suc- 
cess, figure  they  ought  to  do  20%  to 
25%  over  the  long  pull. 

And  so,  with  a  little  scaling  down 
of  expectations  on  both  sides,  we 
can  have  a  relationship  that  could 
produce  a  lot  more  Silicon  Valleys 
and  Route  128s  and  could  do  a  lot 
toward  keeping  the  U.S.  economy 
lean  and  vital.  ■ 
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TOMORROW'S 
Ml  MARKET  BELONGS 

TO  THE  FIRST  ONES 
TO  SB  IT  TODAY 

LET  DEAN  WITTER  REYNOLDS  HELP  YOU 
TO  BE  AMONG  THE  FIRST! 


it  Dean  Witter  Reynolds  believe 
nave  identified  a  set  of  trends 
j:h,  if  they  continue,  will  be  the 
dation  for  a  tremendous  upswing 
.e  stock  market. 
In  fact,  we  may  well  be  on  the 
e  of  the  biggest,  most  sustained 
market  of  this  century. 
We  realize  that  this  position  is 
roversial,  and  will  be  debated 
ily,  but  consistent  with  this  is  our 
bf  that  major  opportunities  exist 
i  atmosphere  of  major  economic 

Despite  the  general  pervading  air 
oom  and  doom,  what  makes  Dean 
er  so  optimistic?  Several  very  im- 
ant  factors  —  forces  already  at 
c  which  should  produce  tomor- 
s  growth  economy. 

1 .  The  rate  of  inflation  is  sharply 
r.  This  should  encourage  both  in- 
luals  and  corporations  to  save  and 
st,  rather  than  borrow  and  con- 

3  —  which  leads  naturally  to 
;ased  liquidity  for  both,  and  the 
irtunity  to  take  advantage  of  the 
omic  and  technological  changes 
me. 

2.  We  expect  current  thinking 
t  the  undesirability  of  govern- 
jt  deficits  to  change  drastically. 
In  fact,  we  feel  that  continuing 
erate  budget  deficits  will  become 
>nly  acceptable  but  even  desirable 
means  of  recreating  liquidity  — 
idividuals  and  businesses. 

(To  put  this  in  perspective,  in  our 
ent  3-trillion  dollar  economy,  a 
[it  of  60  to  120  billion  dollars  is 
2%  to  4%  of  the  GNP.  That's  less 
the  sales  tax  in  most  states.) 

3.  Over  the  past  eight  years, 

ye  of  reformism  has  been  coming 
ips  with  excess  government, 
ssive  taxes  and  inflation.  As  the 
ess  continues,  government  is 
drawing  and  assuming  a  more 
ive  role. 

This  means  America's  corpora- 
!  should  once  more  become  the 


/ 

During  the  last  five  recessions,  a  3-to-S-month  lag 
time  existed  between  the  market  low  point  and  the 
economic  recovery. 


principal  agents  of  positive  economic 
change. 

4.  A  technological  revolution 
more  important  than  the  introduction 
of  mass  production  has  already  begun 
in  American  enterprise:  research  and 
development  has  finally  provided  the 
missing  links  necessary  to  completely 
automate  the  manufacturing  process. 

In  the  office,  electronic  word-  and 
data-processing  systems  will  make 
paper-pushing  as  obsolete  as  the  quill 
pen  and  green  eyeshade. 

In  the  home,  the  wedding  of  com- 
puters and  communications  will  change 
forever  the  way  Americans  spend 
their  time.  Hours  spent  on  work-at- 
home,  education  and  leisure  will  in- 
crease as  time  spent  on  non-produc- 
tive repetitive  tasks  (commuting, 
shopping,  paying  bills)  decreases. 

In  our  opinion,  these  dramatic 
changes  will  unavoidably  increase  pro- 
ductivity and  profit  margins. 

All  these  are  much  more  than 
mere  trends.  Together  they  equal  an 
unstoppable  force  for  economic  growth. 
The  economic  stagflation  of  the  seven- 
ties is  over  —  and  the  investment  strat- 
egies of  that  decade  no  longer  make 
sense. 

The  trading  market  of  the  last  15 
years,  with  the  Dow  ranging  up  and 
down  200  points,  should  give  way  to  a 
decade  of  steady  upward  growth 
across  the  board. 

We  believe  investing  in  equities  — 


and  holding  them  —  will  prove  as  sound 
a  long-term  investment  in  the  80's  as 
real  estate  proved  to  be  in  the  70's. 

In  short,  we  believe  many  com- 
mon stocks  will  come  into  their  own. 
We  anticipate  a  possible  doubling  of 
real  earnings  during  the  1980's  —  and  a 
concurrent  fourfold  advance  in  the 
Dow  Jones  Industrials. 

In  the  last  five  recessions,  the 
stock  market  bottomed  out  and  started 
climbing  months  before  the  national 
economy  did  likewise.  So  we  feel  that 
the  long-awaited  turnaround  is  not 
far  off,  and  that  investors  should  begin 
to  make  appropriate  portfolio  adjust- 
ments. 

To  help  you  understand  our  posi- 
tion, and  form  your  own  opinion,  we'd 
like  you  to  have  a  free  copy  of  our 
special  report  that  discusses  these  is- 
sues in  depth. 

To  order  your  free  copy,  call  your 
Dean  Witter  Reynolds  Account  Ex- 
ecutive or  this  toll-free  number: 

1-800-526-7443  Ext.  140 

(In  New  Jersey,  coll  800-522-4503  Ext.  140) 
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DEAN  WITTER  REYNOLDS 

One  investment  firm 
you'll  be  glad  to  hear  from. 
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Dean  Witter  Reynolds  Inc. 
Client  Information  Services 
P.O.  Box  5013,  Clifton,  N.J.  07015 

I  want  to  find  out  bow  I  can  be  among  the 
first  to  take  advantage  of  tomorrow's  bull 
market.  Please  send  me  a  copy  of  Dean 
Witter  Reynolds'  special  report  that  dis- 
cusses these  issues  in  depth. 
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If  you  are  currently  a  Dean  Witter  Reynolds 
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MONEY  &  INVESTMENTS 


Will  Leonid  Brezhnev's  successors  be  even 
more  aggressive  than  Brezhnev? 


TOUGH 
OLD  MEN 


By  John  Train 


With  the  imminent  passing  of  the 
old  guard  in  the  Kremlin,  will  a  new 
generation  appear  that  has  forgotten 
the  lessons  of  World  War  II — let 
alone  World  War  I?  And  will  it  pur- 
sue a  more  aggressive  foreign  poli- 
cy, hoping  to  reap  what  benefits  it 
can  during  the  "window"  of  Rus- 
sian military  superiority  in  Europe? 

As  I  encountered  this  concern 
during  a  recent  research  trip 
through  Europe,  a  number  of  my 
sources  mentioned  a  former  French 
ambassador  to  Moscow  who,  since 
his  retirement,  has  served  in  con- 
sultative positions  in  the  private 
sector,  while  maintaining  his  offi- 
cial connections.  I  knew  him 
slightly,  and  so  asked  to  see  him. 
He  was  receptive. 

"The  Quai  d'Orsay  has  made  a 
careful  study  of  this  question, 
which  affects  our  policy  in  many 
matters,"  said  the  ambassador,  over 
an  excellent  lunch. 

"As  you  know,  a  privileged  caste 
now  runs  the  Soviet  Union — a  new 
nobility.  More  than  anything  else, 
their  objective  is  stability,  continu- 
ity. Stalin,  after  all,  killed  well  over 
50  million  of  his  own  countrymen 
in  the  liquidation  of  the  kulaks,  the 
Great  Purge,  and  so  on — far  more 
than  were  killed  by  the  Germans. 


John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  Neiv  York,  and  the  author 
of  The  Money  Masters  and  Dance  of  the 
Money  Bees. 
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Never  again!  Thus,  along  with  Al- 
bania, South  Africa  and  Paraguay, 
Russia  has  become  one  of  the  most 
conservative,  if  not  reactionary, 
governments  in  the  world. 

"So,  the  Quai  d'Orsay  now  thinks 
of  the  Kremlin  like  the  Academie 
Francaise:  a  coterie  of  elderly  gen- 
tlemen— some  very  old,  some  not 
quite  so  old — who  for  every  need 
that  arises  can  co-opt  someone  from 
their  number  to  perform  the  job. 

"It's  no  more  likely  that  Brezh- 
nev's successor  will  have  a  surpris- 
ing foreign  policy  than  that  the  old 
gentlemen  in  the  Academie  will 
suddenly  fill  their  famous  dictio- 
nary with  Franglais.  The  Russian 
leaders  worry  keenly  about  the 
bankruptcy  of  the  whole  idea  of 
communism,  which  is  all  that  justi- 
fies their  own  existence.  They  wor- 
ry about  their  empire's  miserable 
economic  performance.  They  fear 
anything  that  could  rock  the  boat. 
They'd  all  end  up  in  the  cold  water, 
just  as  World  War  I  finished  off  both 
the  czar  and  the  kaiser. 

"In  fact,  the  next  group  of  Krem- 
lin leaders  may  well  be  less  aggres- 
sive, particularly  with  Suslov  gone. 
He  was  a  fanatic.  The  Brezhnev 
crowd  has  been  imperialistic  at  the 
same  time  they're  trying  to  build 
their  economy.  Mats  c'est  pas  pos- 
sible!" Here  the  ambassador  spread 
his  arms  dramatically.  These  days, 
such  adventures  cost  billions.  Re- 
sult: Russia  is  sinking  into  poverty 
internally  even  as  it  extends  its  bor- 
ders. Brezhnev's  successor,  particu- 
larly if  it's  Chemenko  or  Kirilenko, 
may  face  facts  and  turn  inward,  'to 
build  Socialism  in  one  country,'  as 
Stalin  said. 

"I  might  add,"  the  ambassador 
continued,  "that  whatever  they  say 
to  frighten  others,  the  Soviet  mili- 
tary, who  are  gaining  in  power  and 
seem  to  be  the  most  conservative  of 


all,  now  realize  full  well  that  nei 
ther  they  nor  their  country  woulc 
survive  a  major  nuclear  war.  So  J 
don't  share  one  of  the  fears  that's 
depressing  Europeans  now:  that  o 
an  outright  Russian  invasion.  Ncj 
one  could  possibly  predict  how  i 
would  end.  And  if  the  Russians 
can't  cope  with  the  badly  armec 
population  of  10  million  remaining 
in  Afghanistan,  how  could  they  deal 
with  350  million  Europeans?  Aftei 
all,  we've  got  you  behind  us,  while 
they  have  a  billion  hostile  Chinese 
Furthermore,  it  looks  as  though 
Russia's  Eastern  European  empire  is 
decomposing  even  faster  thar 
NATO.  Would  they  dare  rely  on  il 
in  wartime? 

"Enfin,  ou  sommes-notisr'  Are  the 
Russians  going  to  march  into  Ger- 
many? No.  Are  they  going  to  try  to 
threaten  us  into  improving  their  po- 
sition? Of  course.  And  perhaps  very 
successfully. 

"Is  this  going  to  involve  a  test  oi 
nerves?  Indeed  it  is,  particularly  for 
us  Europeans.  You  have  bettei 
nerves  than  we  do  these  days,  be- 
cause you're  farther  away  from  the 
likely  theater  of  operations." 

Then  it's  Russian  blackmail,  not 
war,  one  should  worry  about? 

"Yes,  indeed,"  said  the  ambassa- 
dor. "They're  chess  players.  They 
study  endlessly,  figuring  out  new 
combinations.  They've  nevei 
gained  an  advantage  that  they 
didn't  try  to  turn  to  account,  and 
they're  certainly  in  a  position  tq 
blackmail  Western  Europe,  particu- 
larly by  threatening  to  squeeze  oui 
oil  supply. 

"But  I'm  a  chess  player,  too.  A| 
basic  rule  of  chess — and  of  all  strate- 
gy— is  that  the  threat  is  more  pow- 
erful than  the  execution.  So,  they'll 
push  us,  but  not  to  the  limit." 

What,  then,  is  the  investment 
conclusion  from  all  this?  First,  sav- 
vy Europeans,  alarmed  both  by  so- 
cialism and  the  Russian  threat, 
have  for  some  time  been  moving 
capital  to  America,  and  will  contin- 
ue to  do  so.  Second,  we  must  expect 
periodic  crises  as  the  Russians 
probe  our  determination.  They  may 
not  be  head-on  confrontations,  like 
the  Cuban  missile  crisis,  but  indi- 
rect, proxy  ones,  as  in  Angola  or 
Central  America.  If  we  and  our 
friends  maintain  our  resolve  and 
stand  firm,  things  should  come  out 
all  right.  If  not,  watch  out.  ■ 
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UNITED  TELECOM  IS  ON  THE  MOVE. 


ring  1981  our  revenues  and  sales  increased  by  18 
:ent  over  1980.  Earnings  per  share  from  continuing 
rations  were  up  15  percent  and  net  earnings  per 
'e  increased  by  45  percent. 

Success  is  no  accident.  It's  planned,  just  as  our 
itioning  to  take  full  advantage  of  the  deregulated  tele- 
imunications  industry  is  planned.  We've  begun  to  put 

plan  into  action.  We've  commercialized  our  packet 
:ching  network.  We've  sharpened  our  focus  on 
cted  industries  to  which  we  provide  specialized  corn- 
er services.  We've  entered  the  satellite  communica- 
s  business.  And  more. 

To  leam  more  about  our  success  and  our  program 
the  future,  ask  for  our  new  annual  report.  New  York 
:k  symbol:  U.T.    Newspaper  listing:  UniTel. 


Mail  to  D.  F.  Forsythe,  United  Telecommunica- 
tions, Inc.,  Box  11315,  Kansas  City,  Missouri  64112. 

Please  send  me  a  copy  of  your  latest  annual  report. 
Name  


Address 
City  


State 


Zip_ 


Company 
Title  


United  Telecom  ■■■ 


A  clear,  distinctive  voice  in  the  Information  Age. 


Psychology  &  Investment 


Is  there  a  link  between  prices  for  collecti- 
bles and  problems  for  the  airlines? 

AMERICA'S  GREAT 
SUMMER  SPORT: 
ANTIQUING 


By  Srully  Blotnick 


ft  #1 


Every  year  at  this  time,  I  ask  inves- 
tors about  their  summer  vacation 
plans.  This  year  the  answers  were  a 
shock.  As  those  in  the  travel  busi- 
ness are  already  beginning  to  sus- 
pect, this  go-round  will  be  different 
from  the  last  few.  Many  people 
make  their  plans  by  April,  and  send 
a  deposit  ahead  to  make  certain  that 
the  hotel  room  they  want  is  held  for 
them.  Thus  far  many  of  these  early 
birds  have  done  nothing. 

The  uncertain  economic  climate 
is  undoubtedly  a  major  factor. 
There  are  some  who  can't  afford  to 
spend  this  year  the  amounts  they 
happily  parted  with  last  year.  Nev- 
ertheless, the  recession  looms  so 
large  and  is  so  obvious  an  explana- 
tion for  inaction,  it  can  blind  us  to  a 
factor  that  is  every  bit  as  important: 
This  year,  for  the  first  time  in  six 
years,  people  won't  be  able  to  profit 
financially  from  their  vacations. 

To  see  why,  we  need  to  turn  the 
clock  back  to  May  1976.  When  I 
asked  Tom  and  Sally,  both  of  whom 
were  42  at  the  time,  where  they 
intended  to  go  for  their  vacations 
during  the  upcoming  six  months, 
they  replied,  "New  England."  As 
Danen,  Conn,  residents,  they  were 
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already  part  of  the  region  but  meant 
they  had  decided  to  drive  north,  to 
traditional  tourist-destination 
states  such  as  Vermont,  New 
Hampshire  and  Maine.  "What  will 
you  do  there?"  I  asked.  Tom  re- 
sponded cheerfully,  "Rest,  read, 
fish — I  don't  know — get  fat  and  get  a 
tan,  I  suppose." 

Like  a  fool,  I  believed  him. 

I  also  believed  Gary  and  Ellen, 
who  were  39  and  37,  respectively,  at 
the  time,  when  they  told  me  that 
they  were  going  to  head  up  the  coast 
"for  some  peace  and  quiet."  Resi- 
dents of  Los  Angeles,  their  destina- 
tion was  Oregon.  "I  love  it  there," 
Ellen  exclaimed,  "but  we've  never 
been  in  the  state  together.  I  was 
there  once,  in  1971,  in  Portland." 
Both  were  born  and  raised  in  the 
Midwest.  Now  they  went  on  at 
length  about  how  much  they  looked 
forward  to  being  happily  nestled 
among  mountain  greenery. 

What  did  these  two  decent  and 
hardworking  couples  actually  do? 
They  scoured  Vermont  and  Oregon 
for  antiques.  Moving  up  and  down, 
back  and  forth  across  the  states  in 
which  they  were  allegedly  vacation- 
ing, they  put  thousands  of  miles  on 
their  cars  looking  for  undiscovered 
bargains.  Each  pair  found  out  where 
any  nearby  auctions  were  being 
held  and  were  usually  among  the 
first  ones  there. 

"The  early  bird  gets  the  worm," 
Gary  crowed.  "We  didn't  want  to 
miss  out  on  anything,"  said  Sally. 

They  weren't  the  only  ones  who 
felt  that  way.  Other  middle-  and 
upper-middle-class  individuals  and 
couples  I  surveyed  would  soon  be 
spending  their  weeklong  and  week- 
end vacation  periods  doing  the 
same.  Auctions  interested  them, 
but  so  did  the  junk  they  saw  for  sale 
in  front  of  people's  garages.  At  one 
attic  tag  sale,  Tom  nearly  got  into  a 


fistfight  with  another  man  who 
claimed  that  he  was  there  first  and, 
therefore,  had  first  dibs  on  a  rickety 
old  rocker  that  both  wanted.  "I  let 
him  have  it,"  said  Tom,  trying  hard 
to  make  light  of  the  matter.  "Sally 
found  something  that  was  as  good 
and  probably  better." 

Not  only  at  auctions  and  houses, 
but  what  they  saw  in  stores  inter- 
ested them  as  well.  Spending  hours 
poking  through  piles  of  tables, 
lamps,  mirrors,  books  and  memora- 
bilia, many  of  which  had  no  price 
tag,  made  these  moderns  feel  like  a 
cross  between  Captain  Kidd  and  a 
mid- 19th-century  prospector  on  the 
verge  of  a  huge  gold  find. 

The  same  thing  was  happening  in 
other  states  ("You  should  see  the 
fantastic  old  hutch  we  bought  in 
rural  Wisconsin;  it's  worth  ten 
times  what  we  paid  for  it")  and  in 
foreign  countries.  Europe,  Asia  and 
South  America  all  saw  our  tourists 
pour  in.  Tourists?  "Speculators" 
would  be  more  accurate.  Instead  of 
sending  businessmen  abroad  in  an 
organized  way,  as  the  Japanese  were 
doing,  American  citizens  ransacked 
the  world's  basements  and  back 
alleys  in  a  haphazard  manner  as  in- 
dividuals acting  on  their  own  be- 
half. What  were  they  looking  for? 
Art  and  antiques,  not  opportunities 
for  corporate  expansion. 

Nor  did  they  come  home  empty- 
handed.  "We  found  a  fabulous  old 
watch  in  the  south  of  France,"  one 
chirped.  "They  literally  gave  it 
away."  Commented  another: 
"There  was  a  priceless  statue  in  Bra- 
zil— and  we  got  it  for  a  song."  To 
listen  to  returning  American  tour- 
ists, one  got  the  impression  they 
had  hoodwinked  the  world's  inno- 
cents into  parting  with  treasures  for 
mere  pennies. 

The  trend  accelerated  in  the  years 
after  1976.  What  Tom,  Sally,  Gary 
and  Ellen  were  doing  became  the 
rage  in  the  late  1970s,  as  a  growing 
proportion  of  my  sample  began  mix- 
ing speculation  with  sight-seeing 
not  only  during  the  week,  but  on 
weekends  as  well.  Vacationing  and 
searching  frantically  for  profits  now 
went  hand  in  hand. 

What  is  interesting  is  that  many 
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people  began  to  choose  a  destina- 
tion not  so  much  because  its  hotels 
and  weather  were  nice  and  the  food 
good.  Those  things  certainly  mat- 
tered, but  of  equal  appeal  to  them 
were,  as  they  euphemistically  put 
it,  "opportunities  for  local  shop- 
ping." That  was  their  way  of  saying, 
"If  the  place  doesn't  have  any  hid- 
den handiworks  I  can  buy  cheaply, 
why  bother  going  there?" 

They  not  only  said  it  but  meant 
it.  Once  they  had  shopped  an  area 
and  found  it  barren  of  bargains,  they 
had  no  appetite  for  the  locale  regard- 
less of  its  other  passive  pleasures, 
such  as  a  constantly  shining  sun.  In 
the  words  of  a  dentist  in  Chicago: 
'We  went  to  South  America  to  be- 
gin with  because  this  country  is  'all 
dug  up.'  I  don't  think  there  is  much 
left  to  be  found  [in  the  U.S.]."  Clear- 
ly then,  when  planning  a  vacation 
abroad,  it  was  important  to  pick  a 
place  still  rife  with  undiscovered 
values — that  could  be  carried  home. 

By  1979  it  seemed  that  almost 
everyone  who  was  thinking  of  tak- 
ing a  few  days  or  weeks  off,  was  also 
thinking  about  how  to  make  a  few 


bucks  in  the  process.  One  statistic 
tells  the  story  in  a  particularly  strik- 
ing way.  Whereas  in  1976  Tom  and 
Sally,  Gary  and  Ellen  were  rare  in 
that  they  spent  more  on  antiques 
than  they  did  on  the  ordinary  part  of 
their  vacation  (room,  food  and  gas), 
by  1980  the  imbalance  was  com- 
mon: Nearly  29%  managed  to  tip 
the  balance  at  least  once  during  the 
year.  In  fact,  two  people,  one  a  43- 
year-old  chemicals  salesman,  the 
other  a  52-year-old  physician,  tied 
for  the  record.  Both  spent  over  1 1 
times  as  much  on  their  speculative 
purchases  as  they  did  on  basic  vaca- 
tion expenses. 

So  what?  What  does  all  this  have 
to  do  with  you  in  1982?  Just  this: 
When  the  collectibles  boom  came 
to  an  end  in  1981,  the  majority  of 
ambitious  people  in  my  sample  lost 
interest  in  taking  a  vacation.  They 
had  lost  their  real  reason  for  going 
in  the  first  place. 

As  it  turns  out  they  had  been  ly- 
ing to  me — and  themselves — all 
along.  They  never  had  any  intention 
of  doing  what  they  said  they 
would — sprawl  in  a  swinging  ham- 
mock or  doze  lazily  lakeside,  wait- 
ing for  a  tug  at  their  fishing  poles, 


while  their  wives  wrote  cards  and 
letters  to  the  kids  in  camp.  They 
hadn't  taken  a  few  days  or  weeks  off 
to  rest.  Quite  the  contrary,  they 
were  out  to  make  a  killing. 

The  upshot:  It's  not  just  Soth- 
eby's, Christie's,  stamp  and  coin 
dealers,  art,  antique  and  precious 
metals  retailers  that  are  feeling  the 
effects  of  the  collapse  of  interest  in 
collectibles.  Surprising  as  it  may 
sound  at  first,  so  are  Hertz,  Pan  Am 
and  Hilton. 

Travel-related  businesses  of  all 
sorts  got  a  tremendous  boost  from 
the  worldwide  search  by  American 
vacationers  for  speculative  profits. 
Now  that's  over.  The  gas  stations, 
airlines,  restaurants  and  hotels  that 
served  the  flood  of  "tourists"  can't 
escape  feeling  the  pinch. 

At  least  one  of  the  participants 
isn't  sorry  about  recent  develop- 
ments. Tom's  house  is  already  wall- 
to-wall  with  knickknacks  and  "rare 
collector's  items."  Why,  then,  isn't 
he  troubled  that  their  value  is  half 
of  what  he  paid  for  them,  even  with- 
out taking  inflation  into  account? 

"Because,"  as  he  put  it  wearily, 
"maybe  this  summer,  for  a  change,  I 
really  will  get  to  relax."  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  hv  the  Prospectus. 


March  31,  1982 


American  Express  Company 


900,000  Common  Share  Purchase  Warrants 
to  Purchase  900,000  Common  Shares 


Price  $12%  Per  Warrant 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
from  the  undersigned,  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Shearson/Anierican  Express  Inc. 
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Traders  who  believe  they  know  the  next 
move  in  interest  rates  might  profit  from  a 
short  CD/ long  T  bond  spread. 

TAKE  A  RIDE  ON 
THE  YIELD  CURVE 


By  Stanley  W.  Angrist 


By  and  large  over  the  past  two  years, 
interest-rate  speculators  who  have 
tried  to  pick  the  spot  at  which  inter- 
est rates  would  have  peaked  have  had 
their  heads  handed  to  them  on  a 
platter — again  and  again.  There  is 
now  a  convenient  way  to  speculate 
on  the  direction  interest  rates  will 
take,  at  a  somewhat  lower  level  of 
risk.  The  Chicago  Board  of  Trade 
offers  futures  contracts  that  allow 
traders  to  speculate  on  interest  rates 
at  both  ends  of  the  yield  curve. 

The  certificate-of-deposit  con- 
tract that  the  board  offers  permits 
one  to  speculate  on  the  direction 
short-term  (90-day)  rates  will  be 
taking,  while  the  Treasury  bond 
contract  allows  one  to  speculate  on 
the  direction  in  which  long-term 
(15-year)  rates  will  move.  The  idea 
discussed  in  this  article  is  called 
"spreading  the  yield  curve." 

The  yield  curve  represents  the  re- 
lationship among  annualized  yields 
for  a  particular  category  of  financial 
instruments  differing  only  in  terms 
of  maturity.  It  should  be  noted  that 
spreading  T  bonds  against  CDs  does 
not  present  a  strictly  homogenous 
credit  risk.  Any  debt  obligation  of 
the  Treasury  is  considered  to  be  the 
sine  qua  non  of  investments,  while 
the  paper  that  may  be  used  to  satisfy 
the  CD  contract  is  debt  obligation 
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issued  by  the  most '  creditworthy 
U.S.  banks.  Thus,  technically,  the 
yield-curve  spread  we  are  examin- 
ing is  not  a  strictly  homogenous 
credit  risk,  but  for  all  practical  pur- 
poses it  can  be  treated  as  such. 

During  much  of  the  post-World 
War  II  period,  the  yield  curve  has 
had  a  distinctly  positive  slope — that 
is,  short-term  rates  were  lower  than 
long-term  ones.  Such  an  upward 
sloping  curve  is  considered  to  be 
normal  and  is  believed  to  result 
from  the  fact  that  investors  have  a 
liquidity  preference.  That  means 


A  safer  way 


Except  for  a  brief  period  in  late 
fall,  CDs  have  carried  a  higher 
interest  rate  than  T  bonds  (basis 
nearest  contracts).  When  the 
yield  curve  reverts  to  a  more 
normal  shape,  a  position  of  long 
CDs/short  T  bonds  will  once 
again  increase  in  equity. 


CD  interest  rate  Change  in  equity 

(percent)  (Sthousandx) 


5  10 


1981  1982 


they  are  willing  to  accept  a  lower 
return  for  the  right  to  invest  in  a 
short-dated  instrument. 

The  difference  in  volatility  be- 
tween short-  and  long-term  yields 
gives  the  CD/T  bond  spread  its  prof- 
it potential.  During  the  two  years 
between  March  1980  and  now, 
there  have  been  six  major  moves  in 
the  yield  curve.  And  each  move  of- 
fered a  profit  potential  ranging  from 
approximately  $8,000  to  $25,000  for 
one  CD/T  bond  spread. 

Under  ideal  conditions  both  short 
and  long  rates  move  in  the  same 
direction  but  at  different  velocities. 
The  risk  in  this  strategy  occurs 
when  the  rates  move  in  opposite 
directions.  During  the  eight  months 
charted  below,  both  ends  of  the 
spread  moved  in  opposite  directions 
less  than  20%  of  the  time.  The  aver- 
age daily  equity  change  for  the 
spread  was  $370,  vs.  $596  for  an  out- 
right CD  position  and  $635  for  an 
outright  bond  position.  The  volatil- 
ity of  the  spread  then  is  about  60% 
as  great  as  that  of  a  long  or  short 
position. 

Over  the  next  several  months  I 
expect  short-term  rates  to  drop  un- 
der long-term  rates.  That  is  another 
way  of  stating  that  I  believe  interest 
rates  will  be  moving  lower,  and  the 
least  risky  way  to  speculate  on  that 
supposition  is  to  buy  September 
CDs  while  selling  September  T 
bonds.  I  would  try  to  do  this  spread 
with  CDs  selling  at  least  1.4%  over 
T  bonds.  (The  Wall  Street  Journal 
publishes  daily  yields  as  well  as 
prices  for  these  instruments.)  Limit 
your  risk  to  no  more  than  $1,500  on 
the  spread,  and  look  for  at  least  an 
$8,000  profit  per  spread. 

The  minimum  exchange  margin 
on  such  spreads  is  $1,200,  while  the 
round-turn  commission  will  prob- 
ably have  to  be  paid  on  both  sides  of 
the  trade,  totaling  about  $130. 

Orders  for  a  CD/T  bond  spread 
must  be  given  in  terms  of  price  for 
each  contract,  rather  than  in  terms 
of  the  spread  difference.  Be  sure, 
however,  to  enter  the  order  as  a 
spread  so  that  you  don't  wind  up 
with  just  one  side. 

The  marketing  department  of  the 
Chicago  Board  of  Trade,  LaSalle  at 
Jackson,  Chicago,  111.  60604  has  pre- 
pared a  report  on  this  trade,  as  well 
as  calculators  for  translating  prices 
of  CDs  and  T  bonds  into  yields;  they 
are  available  free.  ■ 
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In  today's  nervous  stock  market  should  you. . . 

Suy?  Sell?  Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


!,MER.  GREETINGS 

\mer.  home  prod, 
atlantic  richfield 
3ankamerica  corp. 
:oca-cola 
dow  chemical 
eastman  kodak 


EXXON 
IBM 

JOHNSON  &  JOHNSON 
K  MART  CORP. 
MATTEL,  INC. 

NATIONAL  SEMICONDUCTOR 
RCA  CORP. 


RESORTS  INT'L  'A' 
REVLON,  INC. 
STANDARD  OIL  (IND) 
TANDY  CORP. 
XEROX  CORP. 
WANG  LABS.  B' 
WARNER  COMMUNICAT. 


le've  picked  the  21  stocks  above  for 
ustration — from  more  than  1700  regularly 
I  vered  by  The  Value  Line  Investment 
irvey— because  each  has  recently  been 
ji  the  "most  active"  list  and  may  therefore 
I  of  special  interest. 

|ie  stock  market,  and  the  investment 
I  lues  therein,  are  now  going  through  a 
jeat  deal  of  rapid  change.  This  is  no  time  to 

on  your  hands.  It  is  urgent,  we  think,  that 
|u  check  without  delay  every  stock  that  in- 
fests or  concerns  you  to  see  if  it  currently 

ers  the  investment  credentials  most  im- 
jirtant  to  you.  To  illustrate,  let's  look  at  the 
neks  listed  above: 

ERFORMANCE:  Every  one  of  these 
bcks— at  one  time  or  another— has  offered 
B  prospect  of  superior  relative  price  per- 
rmance.  Right  now,  however,  Value  Line 
;tings  suggest  that  9  of  these  stocks  should 
I  avoided  for  the  time  being.  On  the  other 
I  nd,  we  estimate  that  8  of  the  stocks  above 
ill  clearly  outperform  most  other  stocks  in 
is  next  12  months. 

IAFETY:  11  of  the  stocks  listed  carry 
perior  Value  Line  ratings  for  Safety, 
iaaning  they  have  typically  demonstrated 
ieater  price  stability  than  the  majority  of 
IDcks.  The  other  stocks  on  the  list  rate  only 
ierage  on  this  score. 
IELD:  The  dividend  yields  of  these 
i)cks  estimated  by  Value  Line  for  the  12 
onths  ahead  range  all  the  way  from  Nil  to 
i .9%. Twelve  of  the  stocks  offer  yields  below 
|)%.  Only  6  stocks  provide  yields  of  7%  or 
jher. 

PPRECIATION:  Value  Lines  es- 
pates  of  Appreciation  Potential  in  the  next 
(to  5  years  for  these  stocks  range  all  the 
jiy  from  45%  up  to  nearly  300%.  Thirteen 
bcks  offer  long-term  potentials  of  150%  or 
igher. 

i  he  data  above  come  from  the  issue  of 
12/82  The  Value  Line  Survey.  For  actual 

irestment  decisions,  be  sure  to  see  the 
est  weekly  Value  Line  edition.) 

HERE  ELSE  CAN  YOU  GET  ALL 
HIS? 

ilue  Line  gives  you  the  key  ratings  outlined 
fiove,  updated  every  week,  for  EACH  of 
00  stocks— so  you  can  make  coherent 
imparisons  of  any  stock  against  any 
hers  with  respect  to  the  investment  at- 
:butes  you  care  about.  In  addition,  Value 
ie  regularly  presents  comprehensive  full- 
ige  Research  Reports,  with  15-year  vital 
atistics,  for  each  of  1700  stocks.  We  apply 
9  same  quality  and  comprehensiveness  of 
search  and  evaluation  not  only  to  virtually 
ery  "big  name"  stock  (like  the  ones  listed 
>ove)  but  also  to  more  than  a  thousand 
'isser"  stocks— which  make  up  a  signifi- 
nt  part  of  a  great  many  portfolios.  We 
alize  that  when  YOUR  money  is  involved, 


an  investment  in  U.S.  FILTER  can  be  just  as 
important  as  the  same  amount  in  U.S. 
STEEL.  If  you  want  to  re-assess  your  stock 
portfolio  with  an  eye  to  greater  rewards 
and/or  lower  risks  in  today's  unusual 
market.  ...  if  you  want  to  make  rational 
decisions  about  what  stocks  to  hold,  sell,  or 
buy  now.  ...  we  believe  that  no  other  source 
even  comes  close  to  providing  the  help  that 
Value  Line  systematically  gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  urgen- 
tly suggest  you  sfay  away  from  the  400 
stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1  down 
to  5).  If  Safety  is  important  to  you,  we 
suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen"  of 
the  100  stocks  with  the  highest  yields, 
which  ranged  from   12.2%  to  15.5% 
(Value  Line  2/12/82). 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years — showing  the  percen- 
tage change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  ranged  from  285%  to  565%. (Value 
Line  2/12/82). 

e)  P/E  Ratio  and  current  price,  plus  es- 
timated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research 
Report  at  least  once  every  three  months — 
including  22  series  of  vital  financial  and 
operating  statistics  going  back  15  years  and 
estimated  3  to  5  years  ahead.  About  130 
new  full-page  Reports  like  this  are  issued 
each  week.  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10  weeks  for 
only  $33— about  HALF  the  regular  rate — if 
no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  two 
bonuses: 

BONUS  #1  — 

Value  Line's  2000- 
page  Investors  Refer- 
ence Service  includ- 
ing our  latest  full-page 
Reports  on  each  of 
1700  stocks— fully  in- 
dexed and  looseleaf- 
bound  for  easy  refer- 
ence, and  systematic- 
ally updated  by  new 
full-page  Reports  in 
the  weeks  ahead. 

BONUS  #2  — 

Evaluating  Common 
Stocks,  the  96-page  ^ —  -\ 
"classic"  by  Arnold 
Bernhard,  Value  Line's 
founder  and  research 
chief,  revealing  meth- 
ods of  stock  evalua- 
tion that  took  decades 
to  refine.  You  KEEP 
this  book  even  if  you 
return  the  other  mate- 
rial for  your  money 
back. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800-331-1750 
(operator  13)  24  hrs.  7  days  a  week. 


Evaluating 
Common 
Stocks 


v 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,  •  New  York,  N.Y.  1001 


Department  916M02 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $33  to 
The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$330  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  \nS-!Fnm  3T| 
CARD  LCD  CALCULA-  F<  1  .„..' 
TOR  given  to  you  when  L„1„S"5SS 
you     order     The    Value  ;       ■  =  ■  ■  o  ■ 


3^ 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  

Account  #  

(N.Y.  residents  add  sales  tax  ) 


Signature 


Name 


Address 


Apt.  No. 


Line  Investment  Survey  for  one  year. 

This  subscription  is  tax-deductible  and  non- 
assignable 


City 


State 


Zip 


Forbes /Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Aetna  Life  &  Casualty   108,  190 

Allied   170 

Allied  Stores   188 

Allnght  Auto  Parks  16 

Alvarez,  Hyland  &  Young   150 

American  Broadcasting  154 

American  Express/Shearson   10 

American  Quasar  Petroleum   107 

Ampco-Pittsburgh   ..44 

Amsted  Inds   44 

Ashland  Oil   138 

Athlete's  Foot  Marketing  Assocs   152 

Atlantic  Richfield   114 

Avondale  1 14 

Bankers  Trust  New  York  40 

Theodore  Barry  &  Assocs   150 

Blocker  Energy   107 

Borden  103 

CBS   154 

CSX   170 

Cadillac  Fairview  (Canada)   136 

Carolina,  Clinchfield  &.  Ohio  Railway   170 

Celebrity  141 

Chase  Manhattan   40 

Chicago  Dock  &  Canal   135 

Chrysler   12 

Church's  Fried  Chicken  55 

Citicorp  26,  40 

Club  Mediterranee   10 

Conquest  Exploration   108 

Continental  Group  170 

Continental  Illinois   40 

Daimler-Benz  (W.  Germany)   33 

Datapoint  45 

Deanlake  Investments,  Ltd  (Hong  Kong)  16 

Diamond  Shamrock   170 

Walt  Disney  Prods   172 

Donoghue's  Money  Fund  Report   175 


Drexel  Burnham  Lambert   107 

Du  Pont   70,  103 

Econometric  Research  175 

El  Paso   114 

Engelhard   136 

Exxon   20 

Falcon  Group   1 14 

First  Boston   40 

First  City  National 

Bank  of  Houston  39 

Ford  Motor  12,  43,  187 

Freeport-McMoRan   110 

Fulton  Patrol  Service   66 

General  Dynamics   188 

GM   12,  33,43 

W.R.Grace   138 

Heublein   55 

Honda  (Japan)   33,  43 

E.F.  Hutton   107 

IT  AC   152 

Integrated  Energy   108 

Investment  Search   107 

Kaiser  Aluminum  &  Chemical   114,  138 

Kentucky  Fried  Chicken  55 

Calvin  Klein   144 

Estee  Lauder   144 

Lehman  Bros.  Funds  174 

Lewis  Energy   108 

McCormick  Oil  &  Gas   145 

McDonnell  Douglas   188 

Manufacturers  Hanover  Trust  40 

May  Department  Stores  188 

Minnetonka   144 

Mohasco   16 

Morgan  Guaranty  40 

Merrill  Lynch   10,  107,  154 

Midland-Ross   43 

Miles  Laboratories   153 


Mobil   13 

NAPOC   ..4 

Narragansett  Capital  4) 

Newport  News  Shipbuildng   11 

Ogden  11 

Olympia  &  York  (Canada)   13 

Omni  10 

Patrick  Petroleum   11 

I  C.  Penney   18 

Peoples  Energy   2 

Phibro   131 

Phillips  Petroleum   17| 

Pillsbury   15) 

Price  Club  14 

T.  Rowe  Price  Funds   17] 

RCA   IS) 

Rolls-Royce  (U.K.)   1 

Scullen  Steel   4j 

Sears,  Roebuck   17 

Signal   13 

Simulations  Publications   5 

SmithKhne   4j 

Southwest  Petrochem   1C( 

Supron  Energy   17 

Tenneco   1 1 

Tesoro  Petroleum  17 

Textron   4| 

3M   1Q 

Tovey  &  Co   2 

Travelers  Insurance  19 

Tribune  Co   13 

U.S.  Steel   I 

WD-40  10 

Warner  Communications   1 

Watkins-fohnson   1£ 

Wheelabrator-Frye  13; 

World  Color  Press   ,  

Zacks  Investment  Research   1/ 


Do  you  know  anybody 
who  is  somebody  in  busines 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
CapitalistTbol 


■M^MMillllWIIIMI'MMaBB 

FORBES,  APRIL  26,  198 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . .  ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  April  29,  1922) 

"Automobile  plants  in  Detroit  almost 
without  exception  are  increasing  pro- 
duction. April  schedule  of  Ford  cars 
and  trucks  is  101,164,  the  largest 
April  quota  in  the  history  of  the  plant. 
Dodge  Brothers  have  increased  the 
daily  output  from  600  to  between  700 
and  750  cars.  The  Cadillac  plant  is 
working  on  the  largest  annual  produc- 
tion in  its  history.  The  Packard  out- 
put of  65  cars  daily  is  100%  greater 
than  for  a  corresponding  period  last 
year.  Studebaker  is  turning  out  200 
cars  a  day  at  both  the  Detroit  and 
South  Bend  plants.  Maxwell  is  pro- 
ducing about  150  cars  daily,  and 
Chalmers  with  20  a  day  is  oversold." 

"The  latest  tariff  monstrosity  created 
at  Washington  could  accurately  be 
called  A  tariff  to  increase  the  cost  of 
living.'  Or,  it  might  be  labelled  A 
tariff  to  throttle  commerce.'  It  is  a 
delightful  concoction  from  the  view- 
point of  those  who  have  anything  to 
sell.  But  it  is  a  bitter  dose  to  propose 
for  the  far  greater  number  of  Ameri- 
cans who  have  to  buy  and  not  sell. 
Apparently  business  interests  of  every 
description  persuaded  the  politicians 
to  make  a  deal  with  the  farmers'  rep- 
resentatives in  Congress  on  the  basis 
that  the  two  groups,  industrial  and 
agricultural,  should  divide  the  swag 
between  them,  each  side  to  have  the 
liberty  to  say  just  how  much  it  should 
gouge  from  the  consuming  public." 
[  In  a  decade  when  Americans  in- 
creasingly inclined  toward  beggar- 
thy-neighbor  tariff  policies,  as  evi- 


denced by  the  Fordney-McCumber 
Tariff  Act  of  1922,  Editor  B.C.  Forbes 
consistently  denounced  such  actions 
as  not  only  foolish  but  in  the  long  run 
self-defeating.  He  was  also  consistent- 
ly unsuccessful  in  persuading  others: 
Ten  years  later,  in  1932  (see  item  just 
below),  he  was  still  denouncing  the 
idiocy  of  even  more  protectionist  tar- 
iffs, such  as  those  imposed  by  the 
Smoot-Hawley  Act  of  1930. 

Fifty  years  ago 

(May  1,  1932) 

"Is  foreign  trade  a  curse  or  a  blessing? 

It  used  to  be  cultivated  as  conducive, 
even  essential,  to  prosperity.  Now  it 
is  being  barred  as  if  it  were  a  plague. 
Unhappily,  the  U.S.  is  mainly  respon- 
sible. After  becoming  a  creditor  na- 
tion to  the  extent  of  fully  $20  billion, 
we  proceeded  to  raise  walls  against 
the  inflow  of  payments.  We  not  only 
annexed  almost  half  of  the  world's 
total  stock  of  gold,  making  any  sub- 
stantial payments  in  gold  impossible, 
and  also,  through  our  hoarding,  great- 
ly raising  the  value  of  gold  as  mea- 
sured by  commodities  and  other  prod- 
ucts, but  we  placed  fresh  obstacles 
against  the  shipment  of  exports  by  our 
debtors  and  everyone  else." 

"As  a  reporter  I  used  to  follow  Joseph 
Chamberlain,  British  statesman,  on 
political  campaigns  a  generation  ago. 
It  was  he,  I  think,  who  coined  the 
phrase,  'John  Bull  always  muddles 
through.'  Joe  Chamberlain,  an  ex- 
tremely astute  businessman,  foresaw 
that  Great  Britain  would  have  to  de- 
part from  what  he  called  'one-sided 
free  trade,'  and  establish  protection 
for  her  industries. 

"Latest  developments  indicate  that 


John  Bull  once  again  is  'muddling 
through.'  Budget  deficits  have  been 
overcome.  The  pound  sterling  has  re- 
covered almost  20%  from  the  low 
point.  .  .  .  Unemployment  is  500,000 
less  than  a  year  ago." 

— Editor  B.C.  Forbes 

"First-quarter-of-the-year  output  of 

passenger  cars  totaled  304, 5 18.  This  is 
a  drop  of  46.9%  from  the  first  quarter 
of  last  year.  The  second-quarter  out- 
put promises  to  be  even  more  unhap- 
py. ...  It  seems  not  one  bit  too  early 
to  revise  yearly  production  estimates 
downward  from  2  million  cars  to 
nearer  the  1.5  million  mark." 

Twenty -five  years  ago 

(May  1,  1957) 


«-..  v.tA.T.  Sim 


"This  modern  motor  omnibus  has  a  seating  capacity  of  forty-four  and  a 
zarrying  capacity  of  one  hundred.  Will  it  displace  the  street  railway?" 


Invvsf  in  the  Southwest  with 

TEXAS 
FUND 
SHARES 


Selling  mutual  funds  to  mobile  Texans 

"Ogden  Nash,  in  one  of  his  more  in- 
spired limericks,  once  remarked  that 
he  never  expected  to  see  'A  billboard 
lovely  as  a  tree.'  But  then,  at  the  time 
he  penned  the  lines,  Nash  had  never 
seen  the  latest  thing  in  billboards.  The 
$27-million  (assets)  Texas  Fund  has 
just  come  up  with  what  is  not  only  the 
first  mutual  fund  billboard  advertise- 
ment on  record  but  what  is  probably 
the  biggest  'tombstone'  ad  in  history." 

"A  year  or  so  ago,  even  some  of  our 
most  devoted  free  enterprisers  were 
beginning  to  worry  about  General 
Motors'  magnificent  industrial  ma- 
chine. 'GM,'  many  of  them  were  say- 
ing, 'is  so  efficient  no  one  can  really 
compete  against  it.'  As  proof  they  had 
only  to  point  to  the  apparent  eclipse 
of  Chrysler  Corp.  .  .  . 

"But  as  of  today  this  theory  no  long- 
er seems  to  fit  the  facts.  Chrysler  has 
demonstrated  such  dramatic  recuper- 
ative powers  that  its  Plymouth  uncer- 
emoniously has  pushed  GM's  formi- 
dable Buick  out  of  the  auto  world's 
third  sales  spot.  As  of  now  Chrysler  is 
well  back  to  its  former  20%  share  of 
the  U.S.  auto  market.  .  .  ." 
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Thoughts 

on  the  Business  of  Life 


Tax  reform  is  when  you 
take  the  taxes  off  things 
that  have  been  taxed  in 
the  past  and  put  taxes  on 
things  that  haven't  been 
taxed  before. 
Art  Buchwald 


It  is  sometimes  necessary 
to  play  the  fool  to  avoid 
being  deceived  by  clever  men. 
La  Rochefoucauld 


A  man's  conscience  and 
his  judgment  is  the  same 
thing,  and  as  the  judgment, 
so  also  the  conscience, 
may  be  erroneous. 
Thomas  Hobbes 


He  who  is  cheated  twice 
by  the  same  man  is  half 
as  bad  as  the  rogue. 
Charles  Spurgeon 


A  Text . . . 

It  is  naught,  it  is 
naught,  saith  the  buyer: 
but  when  he  is  gone  his 
way,  then  he  boasteth. 
Proverbs  20:14 


Sent  in  by  J.M.  Wallace,  Pittsburgh,  Pa. 
What's  your  favorite  text'  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Business  is  founded 
on  confidence;  success 
on  cooperation. 
John  H.  Patterson 


Compromise:  Such  an 
adjustment  of  conflicting 
interests  as  gives  each 
adversary  the  satisfaction 
of  thinking  he  has  got  what 
he  ought  not  to  have  and  is 
deprived  of  nothing  except 
what  was  justly  his  due. 
Ambrose  Bierce 


Any  business  arrangement 
that  is  not  profitable  to 
tbe  other  fellow  will  in 
the  etid prove  unprofitable 
to  you.  The  bargain  that 
yields  mutual  satisfaction 
is-  the  only  one  that  is 
apt  to  be  repeated. 
B.C.  Forbes 


Profitability  is  the 
sovereign  criterion 
of  the  enterprise. 
Peter  Drucker 


What  we  obtain  too  cheap 
we  esteem  too  little,  it  is 
dearness  only  that  gives 
everything  its  value. 
Thomas  Paine 


It's  a  bad  bargain 
where  nobody  gains. 
English  Proverb 


I  volunteer  to  exchange  mine 
for  thine  because  I  prefer 
thine  to  mine.  You  freely 
consent  to  the  exchange  when 
you  prefer  mine  to  thine. 
Each  of  us  gains,  in  his  own 
eyes — the  only  relevant  test 
in  these  matters. 
Leonard  S.  Read 


He  who  calculates  is  always 
in  danger  of  miscalculating. 
Theodor  Fontane 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York.  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


I  can  remember  way  back  when 
a  liberal  was  one  who  was 
generous  with  his  own  money. 
Will  Rogers 


Self-interest  is  but  the 
survival  of  the  animal  in 
us.  Humanity  only  begins 
for  man  with  self-surrender. 
Henri  Frederic  Amiel 


Real  unselfishness 
consists  in  sharing 
the  interests  of  others. 
George  Santayana 


Honesty  is  praised, 
but  it  starves. 
Latin  Proverb 


Few  discern  where  profit  ends. 
Sanskrit  Proverb 


We  all  like  to  see 
everybody  make  a  little 
profit  ...  a  very  little. 
Cullen  Hightower 


The  covetous  person  lives 
as  if  the  world  were  made 
altogether  for  him  and  not 
he  for  the  world,  to  take 
in  everything  and  part 
with  nothing. 
Caleb  C.  Colton 


Private  property  is  a 
creature  of  society,  and 
is  subject  to  the  calls 
of  that  society  whenever 
its  necessities  shall 
require  it,  even  to  its 
last  farthing;  its 
contributions  therefore 
to  the  public  exigencies 
are  not  to  be  considered 
as  conferring  a  benefit 
to  the  public,  entitling 
the  contributors  to 
distinctions  of  honor 
and  power,  but  as  the 
return  of  an  obligation 
previously  received,  or 
the  payment  of  a  just  debt. 
Benjamin  Franklin 
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/  /     Seems  it's  always  been  like  this.  The  last  car 

in  the  lot  has  been  yours.  And  now  all  that  hard  work 
-    and  all.those  long  hours  have  paid  off. 
In  recognition,  financial  success  and  in  the  way  you  reward  yourself. 
Isn't  it  time  you  owned  a  Cadillac?  You've  earned  it. 


CADILLAC  MOTOR  CAR  DIVISIO 


10.  [<JH>  I  I  IKI  l  1  H  )|  I.AKS 
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ANNUAL 
DIRECTORY  ISSUE 

THE  NATION'S 
LARGEST  COMPANIES 
RANKED  FOUR  WAYS 


Guess  who  couldn't  punch  his  way 
out  of  a  St.  Regis  paper  bag? 


We  put  former  heavyweight  cham- 
pion, Smokin'  Joe  Frazier  in  a  bag  made 
with  our  shipping  sack  paper  and  he 
couldn't  get  through  it. 

No  wonder. 

This  is  the  kind  of  perform- 
ance you  can  expect  from 
St.  Regis'  Stress  Kraft™ 
a  paper  that  absorbs 
18%  more  energy  than 
other  Kraft  papers 
of  equivalent  weight. 
And  since  Stress  Kraft 
paper  is  so  tough,  we  can 
give  you  shipping  sacks 
with  two  plies  that  perform 
as  well  as  shipping  sacks 
made  with  three  plies  of  reg 
ular  Kraft. 

What  makes  Stress  Kraft  paper  so 
tough?  It's  easy  to  describe  but  not 
easy  to  achieve.  Traditionally,  Kraft 


paper  is  dried  over  a  series  of  rollers 
that  pull  the  paper  taut. 

Research  showed  how- 
ever, that  if  the  paper 
could  be  dried  in  a 
tension  free  way,  it 
would  have  consider- 
ably more  stretch,  and, 
hence,  more  ability  to 
absorb  energy. 
So  we  dry  Stress 
Kraft  paper  on  a  special 
machine  that  does  just  that. 
St.  Regis  is  the  only  U.S. 
company  to  have  Stress  Kraft 
paper.  And  this  is  another 
example  of  why  St.  Regis  is  a 
leader  in  packaging  technology. 
All  this  reflects  the  marketing 
stance  of  St.  Regis  toward  all  our 
packaging,  paper  and  construction 
products.  To  use  the  full  weight  of 


our  technology  and  marketing  in 
serving  our  customers  and  in  renew- 
ing the  forest  resource  our  products 
come  from. 

St.  Regis— serving  Man  and  Nature 
to  the  benefit  of  both. 
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Chemical  on 

Financial  Services:  Managing 
money  with  imagination-that's 
what  it  takes  to  succeed  in  todays 
volatile  business  climate.  To  find 
highly  creative  banking,  business  is 
looking  to  Chemical. 

Chemical  has  pioneered  in 
innovative  nonlending  services.  We 
gave  you  ChemLinkf  the  global 
electronic  cash  management 
system.  As  its  reputation  grew,  the 
demand  for  its  services  spread.  So 
we  extended  it  through  other 
banks  as  BankLink®  Today,  the 
ChemLink/BankLink  Network  is 
the  largest  system  of  its  kind,  with 
more  than  4,000  corporate 
customers  around  the  world.  And 
we  continue  to  expand  it. 


Our  Financial  Consulting 
Groups  are  staffed  by  specialists 
whose  tradition  is  breaking 
new  ground.  Among  the  oldest  of 
foreign  exchange  advisors,  we 
have  developed  sophisticated  new 
economic,  regulatory  and  cash 
management  services.  Our  consult- 
ants tackle  the  tough  issues  and 
create  imaginative  solutions  for  an 
impressive  and  varied  group  of 
clients  worldwide. 

What  Chemical  has  done 
yesterday,  what  we're  doing  today 
and  what  we're  working  toward 
for  tomorrow  are  all  part  of  the 
tradition  of  giving  you  the  very  best 
banking  services.  At  Chemical,  we 
have  many  traditions,  and  all 
of  them  started  as  innovations. 

ChemicalBaink 


innovation 
is  our  oldest 

tradition. 


Member  FDIC 


CHEMICAL  TAKES  YOU  BEYOND  TRADITION. 


OFABUSINESSJUSTBY 
INVENTING  THE  BUSINESS. 


DuMont  invented  the  first  commercial  television  set.  Duryea 
titroduced  the  first  automobile.  And  Hurley,  the  first  washing  machine. 
Obviously,  inventing  a  business  is  no  guarantee  that  a  company 


I  , 


tth^soo     will  keep  leading  that  business. 

Like  these  companies,  Xerox  also  invented 
a  business.  Unlike  them,  we're  still  leading  our 
business. 

There's  a  simple  reason:  we  never  stopped  inventing.  Just  as  our 
original  914  was  the  most  advanced  copier  in  1959,  our  9500  is  the  most 
dvanced  today. 

The  9500  performs  more  different  tasks  than  any  duplicator  ever 
nade.  It  reduces.  It  sorts.  It  collates.  It  even  makes  the  best-looking  copies 
n  the  business. 

And  it  does  all  this  nearly  twice  as  fast  as  the  next  fastest  machine 
>n  the  market.  Two  copies  per  second. 

We  also  invented  the  8200.  It  does  just  about  any  job  you  could 
ver  ask  of  a  copier.  All  at  the  touch  of  a  few  buttons, 
^nd  it  gives  you  blacker  blacks,  whiter  whites  and 
ruer  grays  than  any  copier  that's  gone  before. 

Then  there's  the  5600.  It's  the  first  and  only   n*^™ 

opier  that  automatically  makes  two-sided  copies  from  two-sided 


originals.  It  has  microcomputer  diagnostics  like  the  8200 


The  5600 


and  9500.  It  has  a  special  document  handler  to  deliver 
completely  collated  sets.  And  it  has  a  very  loyal  following. 
A  recent  independent  survey  asked  people  if  they 
vould  replace  their  5600  with  any  other  brand  of  copier.  Not  one  would. 

You  see,  you  become  the  DuMont  of  a  business  by  inventing  the 
business.  You  become  the  Xerox  of  a  business  by  going  on  and  reinvent- 
ng  it.  Year  after  year  after  year. 

For  more  information,  call  800-828-6210,*  operator  100,  or  your 
ocal  Xerox  sales  office. 

XEROX 


In  New  York  State,  call  800-462-6432. 


XEROX®.  9500,  8200and  5600  arc  trademarks  of  XEROX  CORPORATION 
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Don  I'opp 


Numbers,  numbers,  numbers 

Don  Popp,  our  statistical  editor,  remembers 
when  he  presided  over  Forbes'  first  Directo- 
ry— our  "500s"  issue — way  back  in  1969. 
"We  knew  we  were  taking  on  a  handful," 
says  the  thoughtful,  diminutive  Popp,  49,  a 
veteran  of  22  years  at  Forbes.  "Fortune  and 
others  had  been  putting  out  laundry  lists  for 
years,  simple  compilations  of  major  industri- 
al companies  in  order  of  sales  volume.  They 
were  essentially  meaningless,  because  sales 
volume  by  itself  is  an  unsatisfactory  mea- 
surement of  corporate  heft.  We  decided  that 
corporations  had  to  be  measured  not  in  one 
way  but  in  four:  according  to  profits,  assets, 
market  value  and,  finally,  sales.  For  example, 
to  this  day  Fortune's  "500"  omits  such  corporate  giants  as  Sears, 
Roebuck  and  BankAmenca  (both  nonindustrial)  while  carrying  such 
relatively  tiny  companies  as  Rath  Packing  (assets,  $67  million)  and 
Frederick  &  Herrud  (stockholders'  equity,  $26  million). 

"Our  method  involves  a  nightmare  of  checking,  compilation  and 
cross-checking,  but  it  has  paid  off.  Among  corporate  financial  people 
the  Forbes  500s  have  become  an  important  working  tool." 

This  year's  Directory  Issue  lists  798  companies;  only  284  of  them 
made  all  four  lists.  Starts  on  page  203. 

Munching  with  the  mighty 

Poor  Richard  Stern.  The  Forbes  associate  editor  was  assigned  to  do  a 
story  on  the  film  industry.  (It  starts  on  page  66  of  this  issue,  "Good 
luck,  Coca-Cola.")  His  instructions  were:  "Be  sure  to  get  not  only  the 
facts  and  figures,  but  the  atmosphere  as  well."  Good  soldier  that  he  is, 
Stern  checked  in  at  the  luxurious  Beverly  Hills  Hotel,  breakfasted 
daily  in  its  Polo  Lounge  and  kept  himself  nourished  during  the  rest  of 
the  day  at  various  other  Hollywood  "in"  places. 

Dick  wanted  to  know  where  power  lies  in  movieland.  He  soon 
discovered  a  rough  measure:  the  seating  arrangement  at  Patrick 
Terrail's  Ma  Maison  restaurant  in  West  Hollywood.  Dick  was  quite 
unimpressed  with  the  much-touted  chicken  salad,  and  the  plastic 
movieland  decor  made  him  bilious — Astroturf  carpeting,  beach  um- 
brellas hanging  from  the  ceiling.  But  the  seating  order  is  something  else 
again  (see  illustration). 

If  you're  in  Los  Angeles  and  feel  like  dining  at  Ma  Maison,  unless 
you're  a  Hollywood  personality  you'll  probably  be  seated  in  Siberia; 

Siberia  is  the  restaurant's  east 
wall,  near  the  kitchen.  But 
don't  despair:  If  celebrities  im- 
press you,  Ma  Maison's  Sibe- 
ria affords  an  excellent  view  of 
the  twosome  and  foursome 
tables  across  the  room  where 
the  film  colony's  current  stars 
and  starmakers  meet  and 
munch.  "If  it's  food  and  decor 
you're  looking  for,"  Dick 
Stern  advises,  "go  somewhere 
else."  If  you  still  can't  resist, 
Ma  Maison's  (unlisted)  num- 
ber to  call  for  reservations  is: 
(213)  655-1991. 
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Wall  plate  not  included 


NEWEST  THIEF  STOPPER 
A  LIGHT  SWITCH  WITH  EARS. 


footsteps 


Imagine  entering  a  darkened  room 

lat  lights  up  at  the  sound  of  your  foot- 

eps.  A  room  that's  also  'smart'  enough 

)  flick  off  lights  when  it's  empty. 

Imagine  too,  an  intruder  attempting 

)  pry  open  your  window  at  midnight. 

uddenly,  room  lights  are  ablaze, 
I  ightening  him  off — and  your  home 

nd  family  remain  untouched. 

And  who's  your  fearless  protector? 
I  light  switch  named  AudioLite. 
An  invention  that  offers  security 

nd  remote  convenience  straight  from 
:ie  pages  of  science  fiction. 

|  slave  to  your  every  move. 

AudioLite  is  also  a  wall  switch  you 

ever  have  to  touch — because  it's  sound 
ictivated.  It  turns  on  lights  the  second 
Dmeone  enters  a  room  and  turns  them 
'ff  when  they  leave  (works  outside  too — 
iji  driveways,  patios, 

orches). 

How  much 
ound  does  it  take? 
iou  can  adjust 
i.udioLite's  sound 
;jnsor  to  precisely 

ny  level.  At  high  sen- 

tivity  even  the  clicking 

[  a  key  in  a  lock  or  the 

pening  of  a  door  will 

am  on  the  lights.  You 
ian  also  lower  its  sensi- 

vity  so  an  extremely  loud 

erbal  command  or  noise 
I 'ill  be  required.  Or  choose 

n  infinite  number  of  adjust- 
ments in  between. 

Once  activated,  lights 

smain  on  for  the  time  dura- 

on  you  set,  anywhere  from 

seconds  to  7  minutes. 
Don't  worry  about  lights 

oing  off  when  you  need 

lem.  Each  time  AudioLite 

ears  a  new  sound,  it  resets 

nd  begins  counting  over — 

eeping  lights  on  without 

iterruption.  For  quiet  read- 


ing, simply  use  the  manual  On/Off 
override.  Easily  adjustable  timer  and 
sensitivity  controls  are  recessed  and 
child  proof. 

Save  money  in  more  ways  than 
you'd  think. 

Hall  lights  usually  left  on  for  hours 
are  now  on  only  when  you  need  them. 
Likewise  bathrooms,  closets,  garages 
and  patios.  You'll  find  about  half  the 
light  usage  in  such  areas  is  saved — 
lowering  your  utility  bill  accordingly. 

Because  AudioLite  is  also  a  full 
range  dimmer,  you  use  exactly  the 
amount  of  light  you  need — as  well  as 
extend  bulb  life  by  15  times  or  more. 

And  you  needn't  turn  AudioLite  off 
during  the  day — a  daylight-sensitive 
photocell  assures  no  unnecessary  lights 
get  turned  on  during  daytime  hours. 
Turn  on  lights  with  the  snap      Magic  that  won't  fade, 
of  your  fingers-even  the  From  the  first  snap  of  your 

fingers,  AudioLite  will  be  a 
constant  source  of  amaze- 
ment to  you  and  your 
friends.  And  because  it's 
solid  state  electronics — 
with  few  moving  parts  to 
wear  out — it  will  out- 
last conventional  light 
switches  by  many 
years.  Its  micro- 
computer cir- 
cuitry is  so 


for  o  year  s  subscription  to  our  cats 


reliable  there's  a  one  year  total  replace- 
ment warranty:  should  anything  go 
wrong,  the  manufacturer  will  send  you 
a  new  one,  free  of  charge.  After  a  year, 
prompt  service  is  available  by  mail — 
but  it  s  unlikely  you'll  ever  need  it. 

AudioLite  replaces  your  present 
light  switch  in  minutes.  All  you  need  is 
a  screwdriver.  Works  with  any  incan- 
descent bulb  up  to  300  watts. 

As  soon  as  you  try  one,  you'll  want 
to  replace  all  your  conventional  wall 
switches  with  AudioLite.  That's  why 
there's  a  special  price  if  you  order  tour 
at  a  time — $99.  (For  one  only,  the  price 
is  $34.) 

However,  you  may  order  four  on 
trial.  If  not  perfectly  satisfied  after  try- 
ing one,  return  them  all  within  30  days 
for  a  prompt,  courteous  refund.  You're 
protected  by  The  Sharper  Image  guar- 
antee of  satisfaction. 

Call  now  toll-free,  and  protect  your 
home  with  this  newest  brainchild  of 
remote  control  technology.  Be  among 
the  first  to  own  a  light  switch  with  ears, 
eyes  and  brains. 

ORDER  TOLL  FREE. 

Credit  card  holders  use  our  toll-free 
numbers.  Or  send  a  check.  Order 
product  #SM653  for  the  package  of 
four:  $99  plus  $4.50  delivery.  Order 
#SM652  for  one:  $34  plus  $2.50 
delivery.  Set  of  12  Audio Lites: 
#SM693  $269  plus  $5.50  delivery. 
Add  6%  sales  tax  in  CA. 

800  227-3436 

In  California  800  622-0733 
|  In  Alaska  and  Hawaii  800  227-3826 

THE  SHARPER  IMAGE 

755  Davis  Street   Dept.  8504 
San  Francisco,  CA  94111 

©  1981  The  Sharper  Image 

||)ive  products,  send  o  dollar  with  your  address. 


You  don't  ship  packages. 
You  ship  your  word,  your  credit  and  your  reputation. 
Our  small-package  express  service 
understands  that. 


You  can't  deliver  that  shipment  yourself.  You  have  to  give  the 
responsibility  to  somebody  else. 

But  if  it  doesn't  get  there  as  promised,  you  know  who  has  to 
take  the  heat.  The  man  with  his  name  on  the  door— and  his  integrity 
on  the  line. 

Burlington  Air  Express  can  help  protect  you  against  that  risk. 

We've  built  our  company  on  one  simple  principle:  "People, 
not  planes,  deliver."  People  who  aren't  stopped  by  bad  weather, 
grounded  planes,  stalled  trucks,  or  sputtering  systems.  Ingenius 
people.  Dedicated  people.  Responsible  people.  Proud  people. 

Next  time  you  have  need  to  deliver  on  your  promises,  entrust 
them  to  Burlington  Air  Express. 

You  couldn't  do  better  if  you  delivered  them  yourself. 


People,  not  planes,  deliver. 


The  President 
has  Camp  David. 

Now  your  president 
has  Harrah's  Lodge 
at  Middle  Fork, 
secluded  in  the 
Idaho  wilderness. 

To  get  the  "big  picture,"  your 
president  and  his  management  team 
should  retreat  to  Harrah's  Lodge  at 
Middle  Fork  secluded  in  the  Idaho 
wilderness. 

No  distractions  what-so-ever  . . . 
except  for  towering  mountains,  the 
scenic  river,  a  majestic  forest ...  as 
well  as  comfortable  meeting  facilities. 

The  Lodge  is  owned  and  operated 
by  Harrah's  Hotels  and  Casinos  — 
people  who  know  how  to  cater  to 
important  people  with  important  busi- 
ness to  accomplish. 

To  find  out  more,  write  on  your 
corporate  letterhead  to:  Harrah's 
Lodge  at  Middle  Fork  7<  Harrah's, 
P.  0.  Box  10,  Reno, 
Nevada  89504.    ^  -^O^tt 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 

ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


L 


Name         ( please  print ) 


New  Address: 


City 


State  Zip 


Date  of  Address  Change  F3820 


Trends 


The  name  is  the  game 

The  magic  name  of  Morgan  will  soon 
have  another  Wall  Street  nameplate. 
Morgan  Stanley,  the  investment 
banker,  and  Morgan  Guaranty,  the 
commercial  bank  (owned  by  J. P.  Mor- 
gan &  Co.),  plan  to  set  up  a  money 
market  fund.  Its  name  is  not  yet  set, 
but  high  on  the  list  is  one  with  a 
historic  ring,  the  Pierpont  Fund,  an 
echo  of  the  man  who  changed  a  bank 
into  an  empire  at  the  turn  of  the  cen- 
tury— John  Pierpont  Morgan.  The  sep- 
arate bank  and  investment  banking 
firms  were  created  in  the  1930s  when 
Congress  decreed  (under  the  Glass- 
Steagall  Act)  that  bankers  and  brokers 
could  not  coexist  under  the  same  cor- 
porate roof.  The  new  fund  will  be 
Morgan  Stanley's;  Morgan  Guaranty 
will  be  its  adviser.  Thus  the  bank  will 
collect  fees  from  the  fund  and,  it 
hopes,  the  linkage  will  encourage  its 
well-heeled  corporate  and  private  de- 
positors to  put  their  money  in  a  Mor- 
gan fund,  rather  than  in  less  grandly 
connected  rivals.  It  also  means  that 
another  Glass-Steagall  curb  on 
banks — forbidding  them  to  own  mon- 
ey market  funds — has  lost  some  of  its 
meaning.  (Banks  have  already  found 
myriad  ways  of  crossing  state  lines — 
another  Glass-Steagall  no-no.) 


Cleaning  up  the  dashboard 

Washington's  highway-safety  wizards 
have  decided  to  drop  a  few  of  their 
stranger  rules.  Going  is  the  one  that 
banned  putting  numbers  on  speedom- 
eters to  register  anything  higher  than 
85  miles  per  hour.  Cars  go  faster,  of 
course,  but  the  rule  was  based  on  the 
bizarre  theory  that  you  wouldn't  drive 
faster  if  you  couldn't  see  the  numbers. 
Another  scratched  entry  is  the  one 
ordering  speeds  shown  in  kilometers, 
since  no  one  is  changing  the  road 
markers  to  metric  numbers.  The  re- 
quirement that  dashboards  highlight 
the  number  "55"  has  also  been 
dropped,  presumably  on  the  grounds 
that  no  one  still  has  to  be  reminded  of 
the  national  speed  limit,  which  was 
imposed  almost  a  decade  ago. 


Your  table  is  waiting 

Arnaud's,  one  of  New  Orleans'  storied 
French  Quarter  restaurants,  is  offer- 
ing something  new  in  VIP  treat- 
ment— three-year  reservations  for 
$10,000  in  advance.  For  that,  the  cli- 
ent gets  a  permanent  table  (with  a 
brass  nameplate)  and  $4,000-a-year 


Edited  by  John  A.  Conway 


credit  for  food  and  drink.  The  restau- 
rant will  also  throw  in  a  key  to  its 
private  drinking  club  next  door  and 
will  arrange  to  stock  anyone's  choice 
of  liquor.  Proprietor  Archie  Casbar- 
ian,  who  acquired  the  64-year-old  res- 
taurant three  years  ago,  says  he  want- 
ed a  gimmick  to  counter  New  Or- 
leans' cyclical  tourist  flow.  "Local 
corporate  patrons  are  put  out  at  the 


Arnaud's  in  New  Orleans 

Instant  seating  and  a  S  10,000  tab. 


tourist  times,"  he  says,  "and  this  is  a 
way  to  keep  them  happy.  We  wanted 
to  offer  something  that  would  be  a 
personal  service  and  also  novel — 
something  people  would  talk  about." 
So  far  he  has  sold  7  of  Arnaud's  90-odd 
tables,  4  to  companies,  3  to  individ- 
uals, and  has  commitments  for  an- 
other 11.  (He  will  stop  at  20.)  The 
three-year  clients  include  oil  compa- 
nies, investment  bankers,  a  Mercedes 
dealer,  doctors  and  lawyers.  "Some- 
thing like  this  can  mean  a  lot  to  peo- 
ple who  entertain  heavily  and  are  sell- 
ing all  the  time,"  Casbarian  says. 


From  wheels  to  wings 

Washington  is  beginning  to  fear  that 
Japan  may  do  to  the  U.S.  aircraft  in- 
dustry in  the  1980s  and  1990s  what  it 
did  to  the  auto  industry  in  the  1970s. 
Ironically,  the  U.S.,  through  licensing 
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Kodak  announces 
mass  production 
reproduction. 


Introducing  the  Kodak  Ektaprint  250  dupli- 
cator. It's  Kodak's  newest,  fastest,  most  talented, 
most  productive  duplicator. 


©Eastman  Kodak  Company.  1982 


Do  you  need  a  Kodak  Ektaprint  250  duplicator? 
Answer  these  questions  and  see. 


□  1 .  New  automatic,  single-pass,  full-speed, 

2-sided  copying. 

□  2.  Collated  sets  at  full  duplicator  speed. 

□  3.  Six-position  stapling  at  full  duplicator  speed. 

□  4.  New  automatic,  in-line,  cover-sheet 

insertion. 

□  5.  New  94%  reduction,  plus  77%  and  64% 

reductions  and  true  1:1 . 

□  6.  New  advanced  image-tone  control  for 

superior  results  from  a  variety  of  originals. 

□  7.  New  computer  control  for  increased  operat- 

ing ease  and  uptime. 

□  8.  New  preset  controls  for  complex  jobs.  Inter- 

rupt for  anything  you  wish .  Then  return  to  the 
basic  program. 

□  9.  New  high-volume  efficiency— all  functions 

in-line. 


How  many  copies  do  you  make  per 
month?  


What  copiers/duplicators  do  you 
have  now?  


Here  are  my  answers.  Please 

Z]  Have  a  representative  call. 
Zl  Send  information. 

Name  


Title- 


Company. 

Address  

City  


State. 


.Zip. 


Telephone 


(  ) 


Eastman  Kodak  Company,  CD2380,  Rochester,  NY  14650 


.J 


"Coca-Cola"  and  "Coke"  are  registered  trade-marks  which  identify  the  same  product  of  The  Coca-Cola  Company. 


Ich  bin  ein  Berliner. 


Harry  Gray,  Chairman  and  CEO.  United  Technologies.  Hartford,  CT. 


Harry  Gray  speaks  one  important  line  in 
'  German.  It's  the  one  that  has  called  Berlin  home 
i  for  United  Technologies'  Flohr-Otis  Division  for 
i  nearly  30  years.  Elevators  and  escalators  are 
manufactured  there  and  sold  throughout  Europe 
and  overseas. 

Flohr-Otis  has  more  employees  in  West 
Germany  than  any  other  United  Technologies' 
unit.  Half  of  those  employees  work  in  Berlin. 

Why  is  Berlin  a  successful  Common  Market 
location  for  United  Technologies,  Ford,  GTE, 
;  Gillette,  ITT,  IBM,  Philip  Morris,  Warner 
Lambert  and  others? 

Berlin  is  high  tech. 
The  Technical  University  graduates  over 
2,000  each  year.  And  recently  added  three  chairs 
in  micro-electronics. 

There  are  185  technical  and  R&D  institutes 
employing  30,000,  and  such  German  technologi- 
cal giants  as  Siemens,  Nixdorf,  AEG-Telefunken, 
Mercedes  Benz  and  Schering.  In  short,  a  techno- 
logical climate  and  infrastructure  second  to  none. 
Berlin  is  quality  and  reliability. 
An  economically  and  politically  stable  city 


that  hasn't  had  a  major  industrial  strike  in  35  years. 
3,000  supplier  companies.  Unrestricted  access. 

Berlin  is  good  business. 

□  A  unique  turnover  bonus  which  adds  up  to 
10.2%  of  sales  to  the  bottom  line,  annually.  Up  to 
14.2%  for  software  and  other  service  companies. 

□  Tax  free  investment  grants  averaging  25%  of 
the  capital  requirements  for  plant,  machinery  and 
equipment. 

□  Ten-year,  fixed  rate  loans  at  7.5-9.5%. 

□  Substantially  reduced  corporate  and  personal 
income  tax  rates,  75%  depreciation  in  year  one, 
50-year  leases  of  land  at  3%  of  appraised  value 
p. a.,  and  more. 

If  you  are  planning  to  expand  in  Europe,  you 
owe  your  company  and  its  stockholders  the  best 
you  can  find.  You  owe  them  a  look  at  Berlin. 

For  more  information  contact:  Mr.  Wolfe  J. 
Frank!,  the  North  American  Representative,  (212) 
980-1545.  Or  fill  in  the  coupon. 


Economic  Development 


Please  send  me  more  details  about 
Berlin's  business  incentives. 


O 

Lf) 


Name 
Title 


Company^ 
Address  _ 
City  


State_ 


_Zip  . 


_Tel. 


Mail  to:  W  J  Frankl,  Berlin  Economic  Development  Corporation, 
767  Third  Avenue.  New  York.  NY  10017-2079 


J 


Wolfe  J.  Frankl,  767  Third  Avenue,  New  York.  NY,  is  registered 
under  the  Foreign  Agents  Registration  Act  as  an  agent  of  the  Berlin 
Economic  Development  Corporation,  Budapester  Strasse  1,  Berlin 
30,  West  Germany.  This  material  is  filed  with  the  Department  of 
Justice,  where  the  required  registration  statement  is  available  for 
public  inspection.  Registration  does  not  indicate  approval  of  the 
contents  of  this  document  by  the  U.S.  Government. 


LINCOLN 
ANNOUNCES 
3  YEARS  OF 
VIRTUALLY 
COST-FREE 

DRIVING. 

IF  WE  DIDN'T 
BUILD  THEM 
SO  WELL 
WE  COULDN'T 
BACK  THEM 
THIS  WELL. 


Starting  right  now,  no  one  backs 
their  cars  as  well  as  we  back  ours. 

Not  Cadillac. 

Not  anyone. 

How  can  we  be  so  confident? 

Because  our  high  quality 
is  based  on  the  use  of 
advanced  technology. 

Precision 
robotics,  laser 
controlled 
paint 

application,  and  more. 

Not  the  least 
of  which  is  a  work 
force  dedicated  to  quality 

We  are  literally  making  the 
finest  luxury  cars  in  our  history. 

That's  why  we're  willing  to  back  our 
cars  in  a  way  that  nobody  else  has. 


A  laser  light  beam  follows 
the  contour  ot  the  car 
body  as  part  of  the 
automatic  paint  system 
assuring  uniform  and  consistent 
paint  application. 


FREE  SCHEDULED 
MAINTENANCE 
FOR  3  FULL  YEARS 


Your  scheduled  maintenance  costs  just 
became  zero. 

What's  more,  we  even  cover  "wear 
items"  like  brake  pads  and  linings, 
wiper  blades  and  shock  absorbers. 

All  parts.  All  labor 

All  free. 

For  3  full  years. 

So  for  3  years  or  36,000  miles 
(whichever  comes  first) — virtually  the 
only  thing  you  have  to 
pay  for  is  gas. 


It's  a  totally  free,  no-stnngs-attached 
warranty.  It's  good  for  3  full  years.  Or 
36,000  miles.  Whichever  comes  first. 

While  termed  a  "limited"  warranty  our 
comprehensive  program  covers 
virtually  everything  except  accidents, 
driver  abuse,  tires,  and  fluids  between 
maintenance  intervals. 


5%  CASH  BONUS 


To  further  invite  you  into  an  '82  Lincoln, 
Mark  VI,  or  Continental,  we're  offering 
5%  off  the  base  vehicle  sticker  price. 
This  is  all  factory  money  so  you  may 
apply  the  total  amount  to  your  down 
payment  or  get  a  check  direct  from 
Lincoln-Mercury.  Lease  customers  may 
select  either  the  5%  cash  bonus  or  our 
exclusive  factory-to-dealer  9.9%  inter- 
K)  est  plan.  See  your 
dealer  for  details. 
(Limit  one  per 
customer.) 


Lincoln,  Mark  VI,  and  Continental  body 
components  are  welded  using 
computer-controlled  robots.  The 
robots  provide  100%  consistency  and  uniformity 
tor  repetitive,  difficult  operations. 


THE  LINCOLN 
COMMITMENT 


you  see  on  the  left  Is 
a  universal  micro- 
processor electrical  testing 
system  (UNIMETS).  It 
functionally  tests  the  electrical 
system  ot  every  Mark  VI,  Lincoln, 
and  Continental  prior  to  vehicle 
shipment.  The  test  results 
verifying  the  integrity  of  the 
electrical  system  are  reflected  In 
a  computer  printout. 


FREE  WARRANTY 
FOR  3  FULL  YEARS 


LINCOLN-MERCURY  DIVISION 


Every  Lincoln,  Mark  VI,  and  Continental 
is  built  to  such  exacting  specifications, 
we'll  also  offer  you  something  else 
that's  exclusive. 


To  introduce  you  to  the  high  quality 
of  our  new  cars,  we'll  give  you  both 
the  Free  Maintenance  and  Free 
Warranty,  plus  the  5%  cash  bonus 
on  any  (repeat,  any)  new  '82 
Lincoln,  Mark  VI,  or  Continental 
which  you  take  delivery  of  by 
May  17, 

But  that's  not  all. 

You'll  also  receive  something  else 

The  preferential  treatment  of  "The 
Lincoln  Commitment." 

A  quality  program  so  extensive  it 
includes  everything  from  special 
transportation  allowances  (for  when 
your  car  is  being  serviced  overnight)  to 
special  owner  contact  programs  that 
guarantee  your  opinions  will  be  h°ard. 

To  us,  all  this  isn't  just  a  matter  of  quality. 

Ifs  a  matter  of  pride. 

Your  pride. 

In  driving  something  special.  And 
being  treated  that  way  yourself. 

MARK  VI, 
CONTINENTAL, 
AND  LINCOLN. 


Trends 


and  joint  production  of  military 
Dlan.es,  really  created  the  Japanese  in- 
dustry. A  study  made  by  the  General 
Accounting  Office  for  Florida  Repre- 
sentative Sam  Gibbons,  chairman  of 
:he  House  Trade  Subcommittee, 
:ound  that  the  U.S.  failed  to  give  "ade- 
quate attention"  to  what  giving  away 
technology  might  do  to  U.S.  plane- 
makers.  And  Lionel  Olmer,  Com- 
merce Under  Secretary  for  Interna- 
tional Trade,  says:  "We  know  Japan 
has  targeted  the  development  of  an 
internationally  competitive  aircraft 
industry  as  a  high  priority  in  the 
1980s."  Japan  began  sharing  construc- 
tion of  the  F-86  fighter  and  the  T-33 
let  trainer  in  the  mid-1950s  and  has 
since  worked  on  other  U.S.  designs, 
including  the  F- 15.  It  is  now  a  partner 
with  the  U.S.  and  Italy  for  the  Boeing 
mid-range  767  transport,  designed  to 
compete  with  Europe's  A-310  Airbus. 
It  is  building  a  business  jet  for  the  U.S. 
(market,  and  has  plans  for  a  150-pas- 
benger  jet.  Stephen  Piper,  who  coordi- 
nates aerospace  policy  for  U.S.  Trade 
iRepresentative  Bill  Brock,  sums  up: 
|"Japan  has  the  opportunity,  will  and 
Capability  to  become  a  major  force  in 
[the  world's  civil-aircraft  industry." 

i  High-tech  on  the  highway 

iLatest  on  the  highway  scene  is  the 
high-tech  car  wash.  Joseph  Enning, 
vvho  introduced  the  car-wash  idea  to 
bis  native  Germany  in  1964  (his  inspi- 
ration was  one  on  New  York's  Queens 
: Boulevard),  has  worked  a  computer- 
icontrolled,  recycled  hot-water  and 
hot-air  wash-and-dry  system  for  the 
iU.S.  driver.  Two  of  the  $3  million 
jsetups  are  splashing  away  now,  one  in 
jRichmond,  Va.,  the  second  in  Char- 
lotte, N.C.,  with  Grand  Rapids  and 
I  Nashville  on  the  drawing  board.  Fi- 
nanced as  limited  partnerships,  the 
iHot  Springs  Auto  Washes  charge 
:$2.90  per  car  and  use  computers  and 
photoelectric  cells  to  keep  water  and 
iair  nozzles  the  proper  distance  from  a 
jvehicle's  contours.  Enning  hopes  to 
jput  5  or  10  new  sites  a  year  into  per- 
ihaps  80  of  the  100  major  U.S.  cities, 
mainly  medium-size  ones  like  Char- 
llotte  and  Richmond.  He  plans  one 
(wash  to  a  city,  except  for  a  place  like 
New  York,  which  he  thinks  would 
|need  four.  Los  Angeles  (because  of 
'fierce  competition),  the  Northwest 
I  (because  of  its  constant  rain)  and  win- 
ter capitals  like  Minneapolis  and  Buf- 
falo have  been  scratched  from  his  fu- 
tures list.  Enning's  parent  company 
has  ten  similar  installations  in  West 
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performance 


Fidelity 

Magellan  Fund's 
Total  Return:* 


1,213%  past  15  years. 


For  each  of  these  periods  Fidelity  Magellan  Fund  was  one 
of  the  top  20  performers?  *  Even  last  year  —  when  the  stock 
market  was  down  —  the  fund  was  up  16.4%?  In  fact,  there 
was  only  one  fund  in  the  top  20  for  both  the  years  1980  and 
1981:  Magellan.** 

Find  out  more  about  Fidelity's  top  performing  stock  fund. 
And  if  you're  considering  investing  aggressively  for  your 
retirement,  ask  about  using  Magellan  for  your  IRA. 


Hello,  Fidelity. 
I  want  top 
performance 
for  my  IRA. 


*For  periods  ended 
12/31/81.  These  figures 
update  those  found  on 
page  4  of  the  Fund's 
Prospectus  and  assume 
reinvestment  of  all 
dividends  and  capital 
gains  distributions.  No 
adjustments  have  been 
made  for  tax  considera- 
tions. Market  conditions 
fluctuate  and  these 
figures  are  not  neces- 
sarily representative 
of  future  performance. 
*  *  According  to  Upper 
Analytical  Services, 
Inc.,  which  monitors 
500  mutual  funds. 


Call  Free 
[800]  225-6190 

In  Mass.  Call  Collect 
(617)  523-1919 

™  Fidelity  Over  $13  billion  of  assets  under 
i     Group  management. 

IDELITY 

MAGELLAN  FUND 

P.O.  Box 832.  Dept.  JB051 082  21 
82  Devonshire  St..  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


Zip 


□  IRA  Information 
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114  Barrel  Proof 
so  smooth,  some  people  wont  go 
anywhere  without  the  barrel. 


Slightly  more  portable  by 
the  bottle 


Old  Grand  Dad  Distillery  Co .  Frankfort,  KY  40601.  Kentucky  Straight  Bourbon  Whiskey  114  Proof 


IBM  SYSTEM/34 

You  can  buy  a  System/34  for  as  little  as  $30,000.  And,  until  now,  software  would 
cost  more  than  $10,000.  Para  Research  offers  a  different  marketing  approach  for 
software.  We  provide  the  best  software  packages  at  lower  prices.  We  do  this  to 
obtain  volume  sales,  a  larger  user  base  and  to  encourage  user  feedback.  In  fact, 
this  approach  and  the  input  of  our  many  users  have  made  us  what  we  are  today: 
the  world's  largest  distributor  of  System/34  software.  All  packages  are  completely 
documented,  supported  by  our  hotline  staff  and  our  money-back  guarantee. 

WORD  PROCESSING  $750 

Paratext  is  the  most  successful  and  complete  word  processing  system  available 
for  the  System/34.  There  are  more  than  1,700  Paratext  users.  Paratext  offers  full- 
screen text  editor,  automatic  justification,  individual  forms  design,  viewable 
corrections,  heads-down  typing,  word  wraparound,  variable  data  insertion,  label 
printing  and  math  capabilities.  Paratext  is  also  available  for  the  System/38  at  $1 ,500 

FINANCIAL  MODELING  $500 

Paracalc  is  a  diversified  modeling  system  that  easily  calculates  budgets,  cash  flow, 
sales  projections,  commissions,  return  on  investment,  production  forecasts, 
anything  you  can  set  up  in  rows  and  columns.  Change  one  entry  and  all  amounts 
are  re-calculated  accordingly  in  up  to  24  columns  and  400  rows. 

ACCOUNTING  SYSTEMS  $500 

General  Ledger,  Accounts  Payable,  Payroll,  Fixed  Assets  Accounting,  Billing, 
Accounts  Receivable  and  Inventory.  Whatever  your  needs  in  financial  applications. 
Para  Research  has  the  answer.  All  modules  support  multiple  companies,  all  are 
interactive  and  all  can  be  interfaced  with  existing  software. 

PARAPLOT  GRAPHING  $350 

Paraplot  turns  statistical  data  into  easy-to-read  bars  or  points.  It  creates  graphs 
and  charts  for  almost  any  business  activity.  In  fact,  you  can  produce  graphs  over 
25  inches  high:  The  system  plots  on  your  system/34  character  printer  and  CRTs 
No  special  plotting  equipment  is  required. 

For  more  information  call  or  write  Josh  Brackett,  Dept  FB1.  Para  Research  Inc.. 
Whistlestop  Mall,  Rockport,  MA  01966  (617)  546-3413 


Trends 


Germany  (where  they're  called  "MrJ 
Wash")  and  three  more  abuilding. 
Now  ensconced  on  a  700-acre  Virgin- 
ia farm  near  Charlottesville,  Enning 
trains  and  sells  imported  dressage 
horses  as  a  sideline. 


Debts  and  deadbeats 

After  years  of  hand-wringing  about  its 
uncollected  debts,  the  government  is 
trying  an  often-urged  but  never-tried 
remedy — private  collection  agencies. 
Following  a  February  meeting  called 
by  the  General  Accounting  Office,  the 
Department  of  Education,  which  has 
between  $2.8  billion  and  $3  billion  in 
outstanding  direct,  guaranteed  or  in- 
sured student  loans,  tried  a  two-city 
pilot  program  using  commercial  col- 
lection agencies.  The  results  were 
encouraging  enough  that  the  depart- 
ment has  now  let  more  private  con- 
tracts, covering  the  San  Francisco, 
Chicago  and  Atlanta  areas,  to  track 
down  and  collect  from  nonpayers. 
The  Office  of  Management  &  Budget, 
which  is  urging  on  the  new  program, 
estimates  that  last  year  the  DOE  had 
one  in  seven  of  its  7,000  employees 
busy  trying  to  collect  debts,  at  a  cost 
of  $186  million  a  year.  Keeping  a 
close  eye  on  the  results,  along  with 
the  OMB,  should  be  the  Internal 
Revenue  Service,  which  is  owed 
$20.5  billion  of  the  $33.5  billion  U.S. 
citizens  are  supposed  to  owe  their 
government.  An  unspoken — and  still 
unsolved — problem  will  be  how  to 
convince  delinquent  citizens  that 
just  because  they  own  their  govern- 
ment, they  still  have  to  repay  what 
they  borrow  from  it. 

Castro's  crunch 

Even  with  Moscow  paying  his  bills, 
Fidel  Castro's  economy  is  in  bad 
shape,  according  to  a  new  report  from 
the  foint  Economic  Committee  of 
Congress.  "Cuban  dependence  on 
sugar  exports  has  grown  rather  than 
diminished  since  Cuba  joined  the  So- 
viet trade  bloc,"  says  the  Joint  Com- 
mittee's chairman,  Representative 
Henry  Reuss  of  Wisconsin,  adding, 
"The  outlook  is  for  further  austerity 
measures."  The  study  was  done  by 
Lawrence  Theriot,  an  East-West  poli- 
cy expert  with  the  Commerce  Depart- 
ment. Theriot  says  that  Cuba  now 
depends  on  the  Soviet  bloc  for  three- 
fourths  of  its  world  trade  and  that 
without  prices  subsidized  by  Mos- 
cow, Cuba's  1978  global  trade  deficit, 
a  modest  $187  million,  would  have 
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Placido  Domingo,  the  complete  musician, 
discusses  his  favorite  instrument. 


Every  half  century  or  so,  a 
leader  emerges  in  his  field  of 
such  substance  and  force  that 
he  stands  out  head  and  shoul- 
ders above  the  rest,  and  the 
best. 

Even  to  people  who  have 
never  graced  the  great  opera 
houses  of  the  world,  the 
name  and  the  voice  of  Placido 
Domingo  are  justifiably 
hailed.  But  for  those  who  will 
stand  in  line  all  night  to  share 
the  beauty  of  this  man's  sing- 
ing, he  is  a  legend. 

A  legend  which  can  be 
heard  from  Hamburg  to  Paris, 
from  Milan  to  New  York. 

"I  can  only  sing  five  or  six 
performances  a  month,"  he 
says.  "In  order  to  give  of  my 
best,  I  must  make  sure  I  do 
not  sing  too  much.  That  is  my 
responsibility  to  the  people  who  try  so  hard  to 
see  me." 

Placido  is  not  simply  the  world's  greatest 
tenor,  but  rather  a  complete  musician  who  also 
possesses  a  marvelous  voice. 

At  rehearsals,  his  mastery  of  the  piano  en- 
ables him  to  sit  and  play  through  the  score, 
thinking  of  the  emotions  that  words  and  music 
are  attempting  to  communicate. 


His  experience  as  a  con- 
ductor gives  him  objectivity, 
not  only  about  his  own  inter- 
pretation of  the  part,  but  also 
of  the  total  performance. 

"To  understand  the  part" 
he  says,  "one  must  first  musi- 
cally and  dramatically  under- 
stand the  whole.  I  was  lucky 
to  have  been  given  the  tal- 
ents to  do  this." 

Placido  Domingo  also  has 
an  extremely  good  under- 
standing of  the  watch  he 
chooses  to  wear. 

A  Rolex  Oyster  GMT- 
Master  in  18kt.  gold. 

"This  watch  is  perfect  for 
me,"  he  says,  "because  it 
simultaneously  tells  me  the 
time  in  two  different  coun- 
tries... which  is  extremely 
useful  considering  the 
amount  of  traveling  I  have  to  do. 

"And  opera  people  all  over  the  world  are 
pleased  too,  because  now  I  don't  get  them  out  of 
bed  when  I  phone  them.  And,  unlike  me,  this 
watch  never  needs  a  rest.  You  could  say  it's  my 
favorite  instrument." 

For  the  complete  musician.  ^j^r 

ROLEX 


The  complete  watch.  By  Rolex. 


Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  149,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y.  10022-5383. 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


R%-fivetears  c 
Now  Fues  toTwent) 


San  Francisco  New  Orleans 


Pan  Am  Abu  Can 


an  Am  Experience 
ive  American  Gties. 


Tampa/St.  Pete 


Nfew^brk 


Washington 


And 


Detroit,  Phoenix, 
Sarasota  /  Bradenton, 
Fort  Myers,  West  Palm  Beach, 
Ft.  Lauderdale/Hollywood, 
Dallas/Ft.  Worth,  San  Diego,  Seattle/ 
Tacoma,  Pittsburgh,  Kansas  City,  Atlanta 
and  Honolulu.  And  on  every  flight  to 
every  city,  you'll  find  our  experience  shows 
in  everything  we  do. 

For  reservations  and  information  call 
Pan  Am,  your  Travel  Agent  or  Corporate 
Travel  Department 


Miami 


os  Angeles 


leat  the  Experience. 


Come  to  The  Homestead.  Enjoy  the  beauty  of  southern 
mountains.  Play  golf  on  our  three  great  courses.  Try  our  tennis, 
swimming,  horseback  riding,  or  fish  our  private  trout  stream.  Then 
relax  and  dine  magnificently.  For  reservations  see  your  travel  agent, 
or  call  toll-free  800-336-5771.  In  Virginia,  call  800-542-5734. 

V  HOMESTEAD 

^fr*...  \j  '  1  ^fjjjjtll'  _    ^*  Hot  Springs, Virginia 
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Need  An 
Energy  Boost? 

Investigate  Oklahoma  Natural  Gas  Company 
and  Oklahoma. 

Oklahoma  Natural  Gas  Company  and  Oklahoma  are  recognized  as 
leaders  in  energy. 

That's  one  of  the  reasons  many  of  the  nation's  top  corporations 
have  opened  new  plants  in  the  state.  They  knew  energy  was 
available  and  will  continue  to  be  in  the  future. 
Of  course,  energy  wasn't  the  only  reason. 

Labor,  water  transportation,  market  access,  and  a  favorable  tax 
structure  are  just  a  few  more  incentives  to  take  Oklahoma  seriously. 

Find  out  all  the  reasons  why  Oklahoma  has  become  a  prime  choice 
of  the  nation's  top  businesses.  Call  or  write,  in  confidence: 
Ken  Coe 

Manager  Industrial  Development 
Post  Office  Box  871,  Tulsa,  Oklahoma  74102 
918/583-6161 

Oklahoma  Natural  Gas  Company 

A  Division  of  ONEOK  Inc. 

Oldalioma 
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been  $2.8  billion.  Chairman  Reuss 
thinks  that  Soviet  help  will  be  ineffec- 
tive over  the  next  five  years  in  offset- 
ting the  effect  of  U.S.  trade  sanctions, 
solving  Cuba's  energy  crunch  or  stim- 
ulating new  industries. 
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Banking  the  furnaces 

One  good  measure  of  how  badly  bent 
the  steel  industry  is  can  be  found  in 
the  latest  figures  for  hourly  employ- 
ment. The  number  for  February  was 
242,000  workers  (at  a  cost  of  $22.40 
an  hour),  compared  with  252,000  in 
January  and  293,000  for  February 
1981.  It  was  the  lowest  figure  since 
the  industry  began  compiling  month- 
ly records  back  in  June  1933.  Steel 
shipments  for  the  month  were  5.4 
million  net  tons,  the  lowest  February 
since  1958.  Imports  accounted  for 
23%  of  the  February  market,  and  the 
forecasts  for  1982  domestic  produc- 
tion, now  a  gloomy  80  million  tons, 
are  expected  to  drop  even  lower. 

Help  wanted,  help  given 

Newspaper  publishers  may  have  a 
well-earned  reputation  for  watching 
their  pennies,  particularly  in  these 
parlous  times,  but  they  have  their 
generous  moments  too.  This  year 
three  major  dailies  in  areas  hard  hit  by 
the  recession  have  handed  out  thou- 
sands of  lines  of  advertising  space  to 
let  their  readers  run  free  job-wanted 
notices.  In  January  and  February,  the 
Detroit  Free  Press,  a  Knight-Ridder  pa- 
per, donated  5,000  five-line  ads  to  job- 
seekers.  Such  insertions  would  nor- 
mally cost  about  $9  each,  and  the 
paper  estimates  that  the  bill  for  news- 
print used  in  the  program  ran  about 
$30,000.  In  the  Pacific  Northwest,  the 
Portland  Oregonian,  a  Newhouse  dai- 
ly, gave  away  6,126  ads,  each  running 
for  two  days,  to  anyone  seeking  work. 
The  usual  tab  for  such  space:  $14.  In 
neighboring  Washington,  hard  hit  by 
layoffs  in  the  depressed  lumber  indus- 
try and  more  recently  by  the  drop  in 
plane  orders  for  Boeing,  the  state's 
biggest  employer,  the  Seattle  Times 
gave  away  7,000  two-day  ads,  which 
would  go  for  $6  to  $9  apiece  in  good 
times.  All  three  papers  say  the  re- 
sponse was  both  warm  and  rewarding, 
though  none  kept  count  of  how  many 
jobs  actually  were  generated.  For  the 
moment,  none  plans  a  repeat,  not  be- 
cause things  have  improved  but,  as 
the  Oregonian's  classified  director  put 
it:  "I'm  tired!" 
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Well  mate  less  of 
your  originals. 


Original. 


Copy. 


Introducing  the  3M  "595" 
Plain  Paper  Copier  with  Sensitron. 


w  you  can  take  your  oversized 
)erwork  and  make  less  of  it. 
With  the  new  3M  "595"  Plain 
Der  Copier  with  Sensitron. 
A  reduction  copier  that  can  take 
x  17"  originals  and  reduce  them  to 
idy  8V2"x11"  sheets. 
So  you  can  take  things  like 
nputer  printouts,  accounting 
gers,  engineering  drawings 
J  ad  lay-outs,  and  simply  reduce 
m.  Just  by  pushing  a  button. 
Making  them  convenient  for 
ig  purposes.  And  ideal  for  mailings. 
In  fact,  you  can  even  put  two  8V2" 
I"  sheets  on  the  "595"  together 
i  reduce  them  down  to  one  single 
"  x  11"  page  copy. 
Saving  you  even  more  time, 
ney,  and  filing  space. 
What's  more,  you  can  always  be 
e  of  the  copy  quality. 
Because  every  3M  Plain  Copier 


has  Sensitron.  A  remarkable  3M 
automatic  exposure  system  that  in- 
stantly fine-tunes  itself. 

So  what  you  see  is  what  you  get. 

Copies  that  are  crisp,  clear,  and 
readable.  Time  after  time. 

Even  from  some  of  the  hardeSt- 


Name- 


to-copy  tone-background  originals. 

Why  not  look  at  the  3M  "595" 
Plain  Paper  Copier.  Once  you  do,  you 
won't  settle  for  anything  less. 

For  more  information  call  toll-free: 
800-328-1684.  (In  Minnesota:  800- 
792-1072.)  Or  send  us  this  coupon. 

With  Sensitron, 
what  you  see 
is  what  you  get. 


I  want  to  make  less  of  my  originals. 
Please  send  me  more  information 
about  the  3M  "595"  Plain  Paper  Copier. 


Phone ( 


Company . 
Address 
C  ■ 


Zip_ 


I  Send  to:  3M  Copying  Products  Division,  Building 
220-10E,  3M  Center,  St.  Paul,  MN  55144 

[fbss  iq  | 

  3M  hears  you . . . 


3M 
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All  that  glisters  . . . 

Two  years  ago  Uncle  Sam  plunged 
into  the  gold-coin  business.  Following 
direct  orders  from  Congress,  the  Mint 
stamped  out  1.5  million  gold  medal- 
lions blazoned  with  the  likenesses  of 
artist  Grant  Wood  and  contralto  Mar- 
ian Anderson.  The  timing  couldn't 
have  been  worse.  When  the  medals 
went  on  sale  in  the  post  offices,  gold 
stood  at  $640  an  ounce.  It  promptly 
began  to  fall  as  interest  rates  rose  and 
the  dollar  kept  gaining  strength.  A 
year  later  the  Treasury  had  more  than 
900,000  medals  stored,  and  with  gold 
selling  for  around  $400  an  ounce,  buy- 
ers had  a  paper  loss  of  $230  on  every 
one  they  owned.  Was  Uncle  discour- 
aged? Despite  that  dismal  record  two 
more  medals  went  on  sale  last  July,  a 
half-ounce  one  commemorating  nov- 
elist Willa  Cather,  the  other  a  one- 
ouncer  of  Mark  Twain,  and  this  year 
the  Mint  will  add  two  more,  heralding 
architect  Frank  Lloyd  Wright  and 
trumpeter  Louis  Armstrong  (Forbes, 
Trends,  Aug.  3,  1981). 

Only  dogged  perseverance  can  ex- 
plain the  operation.  The  Mint  did  gear 
down  on  last  year's  coins,  producing 
only  342,000,  but  even  so  managed  to 
sell  only  about  a  third  of  them.  The 
problem,  obviously,  is  that  sales  of 
the  medals  are  totally  dependent  on 
the  trend  in  gold.  "Buyers  tend  to  be 
more  interested  when  they  think  the 
price  of  gold  is  going  up,"  says  George 
Hunter,  project  director  for  the  Mint. 
"That's  more  important  than  whether 
the  price  is  high  or  low."  The  face- 
down in  the  Falkland  Islands  has 
sparked  a  few  upward  quivers  in  bul- 
lion prices,  but  whether  they  will  be 
enough  to  send  Americans  out  to  buy 
Wright  and  Armstrong  embossed  on 
gold  is  still  a  good  question. 

The  Treasury  has  made  some  effort 
to  improve  its  low-key  marketing.  It 
has  started  running  the  first  newspa- 
per advertising  for  the  medals  and  is 
trying  to  set  up  a  way  to  get  the  things 
into  coin  shops,  the  route  taken  by 
South  Africa,  Canada  and  Mexico  for 
their  coins.  Post  office  counters,  with 
their  accompanying  forms  and  other 
red  tape,  have  hardly  matched  the 
successful  efforts  of  those  other  gold 
producers. 

While  it  is  making  these  changes,  it 
is  obvious  that  the  Treasury  is  turning 
out  medals  only  because  the  Congress 
ordered  it  to.  The  government  really 
seems  more  interested  in  keeping  in- 
tact the  U.S.  gold  hoard,  which  now 
measures  284  million  ounces.  After 


more  than  eight  months  of  delibera 
tion,  the  17-member  U.S.  Gold  Com) 
mission,  set  up  to  study  just  wha| 
Washington  should  do  about  gold,  ar 
rived  at  a  solid  approval  of  the  status 
quo  that  has  ruled  since  the  country 
dropped  the  gold  standard  in  1933 
Returning  to  that  standard,  said  Trea 
sury  Secretary  Donald  Regan,  wh« 
acted  as  the  commission's  chairman 
did  not  appear  "fruitful."  The  com| 
mission  did  recommend  a  nev< 
"coin,"  to  be  called  the  American  Ea 
gle,  that  could  be  bought  as  an  alter 
native  to  Krugerrands  and  other  for 
eign  gold.  The  Eagle,  however,  wouk 
really  be  just  another  medal,  with  nc 
dollar  denomination  and  no  status  as 
legal  tender.  Asked  whether  the  Ea 
gle,  if  it  ever  came  into  being,  wouk 
be  a  move  back  toward  gold  money  foi 
the  U.S.,  Secretary  Regan  said:  "It  ii 
not  a  step  in  that  direction." 


A  Mark  Twain  medallion 
Gold  medals  for  losers. 

Nor,  despite  its  original  mandate  t<i 
keep  turning  out  commemorativt 
medals  (Robert  Frost  and  Alexande: 
Calder  are  due  in  1983,  John  Stein 
beck  and  Helen  Hayes  in  1984),  doej 
Congress  seem  all  that  enthusiastic 
Promoters  of  the  1984  Summe: 
Olympics  in  Los  Angeles,  for  in 
stance,  have  so  far  been  frustrated  in 
their  hopes  for  commemorative  coin) 
to  finance  the  games. 

The  Senate  has  passed  a  bill  calling 
for  $425  million  worth  of  gold  coin 
age — real  coins,  not  medals — with  ; 
cut  of  the  proceeds  earmarked  for  thi 
Olympics.  In  the  House,  however 
this  plan  has  been  locked  up  in  thi 
coinage  subcommittee  headed  by  Illi 
nois  Democrat  Frank  Annunzio.  Thj 
Chicago  legislator  wants  to  cut  th< 
proposed  29  designs  to  1  or,  at  most 
10.  He  does  propose  to  guarantee  thi 
Olympic  fathers  $50  million  frora 
sales  of  such  a  coin,  70%  to  the  U.9 
Olympic  Committee,  the  balance  td 


i 

Hamilton... 

a  time 
to  reward. 

For  a  catalog  of  the  new 
Masterpiece  Collection 
of  Award  Watches 
and  Clocks 
call  us  toll  free 
800-233-0281,  Ext.  136 
In  Pennsylvania 
call  717-394-7161,  Ext.  136 
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What  Dictaphone  did  for  dictation, 
Dictaphone  is  doing  for  word  processing. 


Nobody  knows  more  about  getting  more 
work  done  in  the  office  than  Dictaphone. 

Now  Dictaphone  has  brought  all  its 
years  of  experience  to  bear  on  word  pro- 
cessing. And  the  result  is  the  Dictaphone 
Dual  Display  word  processor. 

Unlike  other  word  processors,  the  Dual 
Display  system  gives  you  two  displays  to 
work  with.  One,  a  full  66-line  video  screen, 
is  more  than  twice  the  size  of  most  and 
lets  you  review  and  edit  a  full  page  of  text 
at  a  time.  The  other  is  a  one-line  keyboard 
display  called  Insight  which  shows 
prompts  and  text  as  entered. 

This  makes  word  processing  a  snap  to 
learn,  and  easier  to  master.  The  Dual  Dis- 
play system  also  comes  expertly  installed 
by  Dictaphone  with  free  classroom  or  on- 
site  training,  plus  follow-up  service  by 
trained  technicians.  Other  word  processors 


come  in  a  box.  With  instructions. 

To  get  more  work  done  in  the  office,  the 
time  to  begin  is  now.  The  place  to  begin  is 
Dictaphone. 

'"call  your  Dictaphone  representative  or  complete"^ 
the  coupon  today.  Call  toll-free: 

1-800-431-1052  g 

(Except  Hawaii  and  Alaska)  d. 
In  New  York  call  1-914-967-6067  g 


Name_ 


.Title 


Company. 
Address  _ 

City  

Phone  


.State. 


-Zip- 


_Best  time  to  call 


_AM/PM 


Mail  to:  Dictaphone  Corporation 

120  Old  Post  Road,  Rye,  New  York  10580 

^  i  lii  laphone  and  Dual  Display  are  trademarks  ol  Dictaphone  Corp  Rye  N  Y  J 

<  1982.  Dictaphone  Corp 


=p  Dictaphone 

A  Pitney  Bowes  Company 


Grow  Group  Innovation 

The  AWLGRIP°polyurethane  system  enhances  the  look, 
performance  and  value  of  any  boat  it  covers. 


Innovation  Topside.  Keeping  a  boat  sleek  and  shiny  is 
as  important  to  the  owner  of  an  outboard  as  it  is  to  Dennis 
Conner,  skipper  of  "Freedom,"  successful  defender  of  the 
America's  Cup.  A  smoother,  more  resistant  finish  adds 
dramatically  to  a  vessel's  overall  look  and  style.  The 
AWLGRIP  polyurethane  system,  developed  by  our  U.S. 
Paint  Division,  is  the  recognized  leader  in  the  field  of 
topside  pleasure  craft  coatings.  AWLGRIP's  mirror -like 
finish  and  rugged  durability  have  made  it  the  choice  of 
the  winners  of  nearly  every  major  yachting  race  since  its 
introduction  in  1976. 

Innovation  Below  The  Surface.  Recognizing  the 
multimillion  dollar  bottom  coatings  market,  U.S.  Paint 


has  expanded  the  AWLGRIP  system  by  introducing 
AWLGRIP  ANTI-FOULING  PAINT,  a  blend  of  time- 
released  agents  which  inhibit  fouling  marine  growth.  The 
result  is  reduced  fouling,  greater  fuel  efficiency  and  less 
dry  dock  maintenance. 

The  AWLGRIP  system  represents  the  kind  of  innovative 
technology  that  has  helped  Grow  Group  increase  sales 
from  $10  million  in  1961  to  over  $230  million,  while 
paying  cash  dividends  for  the  past  18  consecutive  years 
and  over  143%  in  stock  dividends.  For  the  full  story  write 
Grow  Group,  Inc.,  Pan  Am  Building,  200  Park  Avenue, 
New  York,  N.Y.  10017.  We'll  send  you  a  copy  of  our 
annual  report. 


Why  just  ten 
of  us  can  do  the 
work  of  eleven. 


According  to  the  U.S. 
DepartmentofCommerce, 
North  Carolina  workers 
are  10%  more  productive 
than  workers  in  the  nation 
as  a  whole. 

They  lead  the  South  in 
productivity  in  industries 
tike  petroleum  refining 
and  glass  products. 

They  rank  third  in  the 
nation  in  productivity  in 
primary  metals.  Fourth  in 
non-electric  machinery 

And  well  above  the 
national  average  in  paper, 
rubber,  fabricated  metals, 
and  plastics. 

Those  may  seem  like 
surprising  statistics. 


Until  you  learn  a  bit 
more  about  the  caliber  of 
the  men  and  women  who 
make  up  North  Carolina's 
industrial  work  force. 

They  are  people  with 
the  skill  to  work.  Skill 
gained  in  vocational  and 
technical  schools  all  over 
North  Carolina. 

But,more  importantly 
they  are  also  people  with 
the  will  to  work 

People  whose  fathers 
and  grandfathers  worked 
harcTon  the  land.  Right 
alongside  their  mothers 
and  grandmothers. 

Absenteeism  is  low 
So  is  job  turnover. 


The  work  stoppage 
rate  is  one  of  the  lowest  on 
record  anywhere. 

If  you'd  like  to  know 
more  about  this  place 
where  the  American  work 
ethic  is  still  alive  and  well, 
send  us  the  coupon. 

Our  productivity  just 
could  improve  yours, 
i  1 

Please  send  me  more  information  about 
productivity  in  North  Carolina. 


NAME 


TITLE 


COMPANY 


a/)/  ms\ 


CITY 


STATE 


NORTH  CAROLINA 

North  Carolina  Department  of  Commerce 
Industrial  Development  Division, Suite  N9  1713 
430  N.  Salisbury  Street,  Raleigh,  NC  27611 


What  are  you  going  to  do 
when  you  can't  charge  anymore 
for  your  products  ? 


If  you  pass  on  too  many  cost  in- 
creases, it  won't  take  too  long  be- 
fore your  customers  will  pass  up 
what  you're  trying  to  sell. 

If  you  don't  pass  on  cost  in- 
creases, you  start  losing  money. 

It's  a  tough  problem.  But  fortu- 
nately, there's  a  good  way  to  solve 
it.  With  a  Bodme  assembly  ma- 
chine. 

A  Bodme  machine  is  designed  to 
increase  your  productivity  by  au- 
tomating the  one  place  where  you 
can  probably  save  the  most-your 
small  parts  assembly  operation. 
The  fact  is,  a  Bodine  machine  just 
may  be  able  to  cut  the  cost  of  small 
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parts  assembly  by  95%  or  more. 

At  the  same  time,  it  can  cut  war- 
ranty and  liability  costs.  Because  a 
Bodine  machine  can  provide  100% 
inspection  and  verification  of  all 
parts. 

The  result  is  a  higher  quality 
product  at  lower  cost.  If  that 
sounds  like  the  land  of  thing  you'd 
like  to  hear,  call  Frank  Riley,  our 
Vice  President.  He'll  tell  you  even 
more.  The  Bodme  Corporation,  317 
Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 


Mm 


Follow-Through 

the  Los  Angeles  promoters.  In  the  on( 
hearing  Annunzio  has  held  on  the 
subject,  however,  the  General  Ac 
counting  Office  complained  that  th<( 
proposal  of  the  Olympic  groups,  en 
dorsed  by  the  Senate,  could  mean  i 
$360  million  loss  to  the  Treasury.  A 
decision  on  what  Olympic  coins  wil 
be  minted — if  any — will  have  to  awai 
further  hearings. 

All  in  all,  the  day  of  the  goldbuj 
does  not  seem  to  have  dawned. 


Family  plan 

Early  this  year,  South  Jersey  Indus 
tries,  a  small  utility  with  some  $30G 
million  in  revenues,  tried  a  new  tactic 
to  persuade  more  of  its  shareholders  tc 
reinvest  their  dividends  (Forbesi 
Trends,  Feb.  I ).  S JI — basically  a  gas  comi 
pany  that  also  mines  sand  for  glassi 
makers,  sells  fuel  oil  and  is  involved  ir 
Louisiana  and  Texas  oil  and  gas  devel 
opment — offered  to  let  stockholder} 
buy  up  to  $20,000  a  year  in  new  share} 
at  5%  below  the  market,  with  no  broi 
kerage  or  other  fees.  Dividend  rein 
vestment  is  a  popular  practice  in  the 
capital-intensive  utility  industry,  buj 
Financial  Vice  President  Harvey  Has 
lett  thought  the  idea  of  allowing  ar 
optional  cash  contribution  to  buy  dis 
counted  stock  was  a  new  twist. 

Apparently,  SJI  stockholders  likec 
the  idea.  During  the  new  plan's  firs) 
quarter  of  operation,  it  brought  ir| 
$123,000  in  reinvested  dividends  (the 
equivalent  of  6,676  shares),  plus  an| 
other  $78,000  in  cash  (worth  4,24^ 
shares),  for  a  total  of  $201,000,  oi 
10,920  shares.  The  numbers  mean 
that  the  plan  had  increased  shareholdi 
er  participation  by  156%  and  th.q 
number  of  shares  involved  by  132% 
Now,  9%  of  SJI  shares  are  part  of  the 
reinvestment  program,  comparec 
with  4%  in  the  last  quarter  of  1981 
while  15%  of  the  company's  stock 
holders  are  involved,  against  5%  ir 
the  last  1981  quarter. 

The  Jersey  utility's  management 
according  to  Haslett,  is  "elated"  ove: 
the  results.  When  he  made  his  origina 
presentation  to  the  board,  he  recalls; 
he  estimated  that  SJI  would  need  three 
years  to  reach  the  15%  shareholde 
participation  it  has  gained  in  three 
months.  Haslett  also  takes  pleasure  ir 
what  the  plan  is  doing  for  his  casi 
flow.  With  an  annual  cash  dividenc 
payout  of  about  $5  million,  the  succes: 
of  the  new  reinvestment  campaign 
will  mean  a  saving  of  $500,000  a  yeaj 
in  cash,  he  figures. 
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oday's  battle  for  increased  office 
■ductivity.  you  need  a  copier  that's 
ally,  not  an  enemy.  That's  why 
ve  assembled  the  Royal  l  ask 
ce.  An  elite  line  of  tougher,  more 
Dendable  copiers  with  the 
/anced  features  and  options  to 
et  any  copying  challenge, 
f  you're  fortifying  a  small  office, 
yal  is  ready  with  a  better  quality 
sktop  copier.  If  you're  holding  the 
jdle  ground,  Royal  has  a  choice  of 
>ductive  medium-volume  copiers, 
ou  have  a  larger  mission,  Royal 
ars  features  like  reduction  and 
:omatic  document  feeding  and 
ting. 

Whether  you  need  one  reliable 
Dier,  or  an  entire  corporate  platoon, 


the  Royal  Task  Force  is  prepared  for 
active  duty.  And  every  copier  we 
put  in  the  field  is  backed  by  a 
nationwide  army  of  expert  service 
engineers. 

You  can  win  the  battle  for  greater 
productivity!  The  first  step  towards 
victory  is  the  coupon  on  the  right. 


Office  Typewriters  •  Plain  Paper  Copiers  •  Electronic  Typewriters 
Text  Editing  Typewriters  •  Word  Processing  •  Roytype"-  Supplies 


Royal  Business  Machines,  Inc 
Dept  510 
500  Day  Hill  Road, 
Windsor,  CT  06095. 

I'M  READY  TO 

FIGHT  FOR 

PRODUCTIVITY. 

Send  me  more  information 
on  the  Royal  Task  Force  of  reliable  copiers. 

Name 


Title 


Phone 


Company 


Address 


City 


State  Zip_ 


ROYAL 

■  ROYAL  BUSINESS  MACHINES.  INC 

A  copier  for  every  task. 


KkMei;  Peabody 
thinks  twice. 


William  R.  Becklean,  Boston.  Hi-Tech  Analyst 


Kenneth  C  Uarkley,  Chicago,  Stockbroker 


When  you're  making  a  big 
investment  decision,  you  want 
the  best  possible  thinking  on  it. 

At  Kidder,  Peabody  you  get 
the  best.  And  you  get  it  from 
two  sources. 

First,  from  your  Kidder, 
Peabody  stockbroker.  An  expe- 
rienced, dedicated  professional 
who  knows  how  to  anticipate 
the  needs  of  the  most  sophis- 
ticated investor. 

Then,  a  second  opinion  is 
there  for  your  broker's  asking, 
from  Kidder,  Peabody  research. 

Our  research  department  is 
recognized  as  one  of  the  best 
in  the  business.  The  fact  is, 
Kidder,  Peabody  has  probably 
the  most  favorable  broker-to- 
analyst  ratio  of  any  investment 
firm.  Which  means  that  your 
Kidder,  Peabody  broker  has 
direct  access  to  timely,  per- 
sonal research  advice  when- 
ever the  need  arises. 

That's  Kidder,  Peabody.  A 
company  that's  been  carefully 
structured  to  have  the  ability, 
and  the  time,  to  double-team 
your  investment  problems— to 
think  and  re-think— whenever 
the  need  arises. 

That's  why  we  say,  at  Kidder, 
Peabody,  we  think  twice. 

We  think  you'll  thinkthat's  a 
very  professional  way  to  do 
business. 

H  Kidder.  Peabody 
|  I&C°- 


INCORPORATED 


-over  60  offices  worldwide- 


Copynght  1982  Kidder  Peabody  &  Co  incorporated 


Readers  Say 


Tie  the  politicians'  hands 

Sir:  Your  opposing  the  balanced-bud- 
get amendment  (Apr.  12)  engages  in 
petty  nitpicking.  Maybe  this  amend- 
ment won't  stop  off-budget  shenani- 
gans, but  isn't  $  1 00  billion  of  nominal 
deficits  worth  eliminating?  Think  of 
what  would  have  happened  had  we 
passed  this  amendment  in  1976. 

This  amendment  will  also  have  an 
effect  on  Congress'  power  to  raise 
taxes.  There  are  loopholes,  but  on  the 
whole,  Congress  will  have  difficulty 
raising  taxes  beyond  the  growth  of  the 
economy. 
— Grant  D.  Noble 
Lake  Forest,  III. 

Sir:  Congress  may  come  up  with  new 
ways  to  "jiggle  budget  figures,"  but  it 
took  us  50  years  to  get  into  this  mess, 
so  let's  solve  it  a  step  at  a  time.  You 
point  out  that  Congress  would  more 
likely  boost  taxes  rather  than  restrain 
spending.  If  we  are  going  to  go  on 
spending  like  we  have  been,  at  least 

;  we  would  have  the  courage  to  pay  for 
it  ourselves  rather  than  foisting  it  on 
our  children  and  grandchildren. 

I — Lewis  T.  Hardy 

\St.  Louis,  Mo. 

Sir:  Increases  in  taxation  are  more 
difficult  to  sell  to  the  people  than 
spending  programs  which  offer  a  little 
bit  of  something  to  everyone. 
— Richard  H.  Macatee 
Arlington,  Va. 

Sir:  A  constitutional  convention 
would  be  very  healthy;  it  would  cer- 
tainly shake  up  the  politicians  in 
Washington. 

—Leslie  T.  Welsh 
Barrington,  III 


Golden  nostrum 

Sir:  A  hundred  years  ago  or  so,  there 
was  no  such  word  as  economics — eco- 
nomics was  called  political  arithme- 
tic. It  hasn't  changed  a  great  deal. 

Each  Administration  goes  through 
roughly  the  same  sequence  in  behav- 
t  ior:  1 )  blame  the  previous  Administra- 
i  tion  (except  George  Washington);  2) 
blame  the  legislative  process;  3) 
blame  the  Fed;  4)  fire  a  few  top  mem- 
bers of  the  Administration;  5)  blame 
the  Russians  or  other  external  force; 
6)  blame  the  people;  7)  blame  the  eco- 
nomic system;  8)  propose  controls. 

At  some  point  the  Administration 
will  need  to  buy  a  good  deal  of  time 


and  will  turn  to  a  nostrum,  [perhaps]  a 
gold  standard,  in  conjunction  with 
controls. 

— -James  Balog 

Senior  Executive  Vice  President, 
Drexel  Burnham  Lambert 
New  York,  NY. 


Mirror,  mirror,  on  the  wall 

Sir:  I  take  issue  with  your  item  "You 
can't  fool  tbe  mirror — what  you  see  is 
what  you  are"  (Fact  and  Comment, 
Mar.  15).  You  should  have  written: 
"You  can't  fool  the  mirror — What  you 
see  is  what  you  look  like,"  in  that 
what  you  look  like  is  very  often  not 
relevant  to  what  you  are. 
— Barry  Ross  Weiner 
New  York,  NY. 


Poor  net 

Sir:  Your  Fact  and  Comment  (Apr.  12) 
on  the  "safety  net"  for  the  poor  shows 
programs  for  the  elderly  (most  of 
them  not  poor) — Social  Security  and 
Medicare — up  27%.  But  programs  for 
the  poor,  such  as  Food  Stamps,  are 
down  13%,  in  a  time  when  their  num- 
bers have  grown  dramatically. 

There  are  two  safety  nets:  a  strong 
one  for  the  politically  powerful  elder- 
ly, and  a  tattered  one  for  the  political- 
ly weak  poor. 
—Robert  B.  Rackleff 
New  York,  NY. 


Widespread  consequences 

Sir:  Economic  and  political  conse- 
quences of  the  conflict  between  Sunni 
and  Shiite  philosophies  (Apr.  12)  are 
not  limited  to  the  Middle  East  or  to 
oil  alone.  Less  than  20%  of  the  world 
Islamic  population  lives  in  the  Middle 
East.  Secular  and  parochial  political 
differences  exist  from  Indonesia  to 
Nigeria.  Americans  know  far  too  lit- 
tle about  Islam  and  the  convictions  of 
perhaps  1  billion  people.  Your  story  is 
a  beginning. 
— Royal  Alcott 
Lake  In  The  Hills,  III 


Overgenerous? 

Sir:  In  a  letter  published  under  Read- 
ers Say  (Mar.  29)  headed  "Is  this  piti- 
ful?" the  author  flatly  avers  that  the 
Social  Security  system  is  grossly  over- 
paying its  recipients,  returning  their 


New  extra  fine 
writing  from  Cross. 


NOW  A  DISTINCTIVE 
BUSINESS  GIFT  IS 
EVEN  FINER. 


CROSS" 

SINCE  1B46 

With  the  gift  of  Cross,  one  is  always  in  good 
company.  This  year,  the  Selectip  Pen,  with  your 
corporate  emblem  For  a  business  gift 

catalog,  write  A.  T.  Cross,  70  Albion  Road, 
Lincoln,  R  I  02865  on  your  company  letterhead 
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Report  from  GTE. 


Some  of  ou 
are  phon 


One  of  our  big  businesses  is  the  phone 
business.  In  fact,  twenty-seven  million 
Americans  know  GTE  primarily  as  the  phone 
company. 

But  we're  in  the  phone  equipment  business, 
too.  And  more  than  139  telephone  companies 
around  the  world  have  bought  major  systems 
from  us. 

Computers,  electronics  and  digits. 

Several  of  the  Bell  companies  are  among  our 
customers.  To  say  nothing  of  phone  companies 
from  Lexington,  North  Carolina  to  Clear 
Lake,  Iowa.  And  Australia  to  Algeria. 

Maybe  one  reason  there's  been  such  wide- 
spread acceptance  is  that  we  offer  such  a 
variety  of  equipment  that's  computer- 
controlled,  solid-state  and  digital.  These 
products  are  reliable,  compact  and  precise. 

And  they  provide  the  most  up-to-the-minute 
conveniences  not  only  for  the  phone  companies 
themselves,  but  for  their  customers  as  well. 

Transmission,  too. 

Once  your  call  reaches  the  central  office,  it 
has  to  be  forwarded.  Here,  too,  products  from 
GTE  are  in  use  by  telephone  companies 
around  the  country— and  around  the  world. 


Microwave  radio,  for  example.  We  ma 
some  of  the  most  advanced  radio  systems  i 
today.  Some  of  them  are  even  solar-powe: 
so  they  are  essentially  self-sustaining. 

Fiber-optics  transmission  systems  anc 
earth  stations  for  satellite  communicatio 
are  among  other  advanced  techniques  w< 
made  available  to  our  customers  around 
the  world. 

Telecommunications  is  our  busin 

Out  of  our  long  experience  in  telecomn 
cations  comes  the  special  skill  to  help  tele 
phone  companies  in  their  operations. 

Whether  it's  the  world's  largest 
phone  system  or  one  of  the  small 
est,  we  help  fill  their  needs  for 
equipment  to  help  you  make 
phone  calls  more  easily. 

GTE  is  telecommunica 
tions.  And  a  great  deal  more. 


The  Berkshire  Place.  Manhattan's  green  and  civilized 
oasis,  where  the  world  comes  to  be  refreshed. 


Other  Dunfey  Classic  Hotels 
Parker  House,  Boston, 
Ambassador  East,  Chicago; 
Royal  Orleans,  New  Orleans 
and  Park  Lane,  London. 


Dunfey 
Classic  Hotels 

Creating  new  standards  in  the  art  of  hospitality 

For  reservations  call  your  travel  agent  or  800-228-2121 


ssy. 

The  world's  most 
civilized  spirit. 


TO  GIVE  HENNESSY  VS  0  P.  CALLTOLL  FREE  800-528-6148  EXT  6639.  MAJOR  CREDIT  CARDS  ACCEPTED  VOID  WHERE  PROHIBITED 
HENNESSY  COGNAC.  80  PROOF.  IMPORTED  BY  SCHIEFFELIN  &  CO  ,  NEW  YORK,  NEW  YORK. 


Readers  Say 


full  lifetime  contribution  within  . 
year  or  two.  This  fully  ignores  thj 
employers'  matching  contnbutioi 
and  the  interest  factor  covering  nearly 
half  a  century. 
— S.A.  Tesoriere 
Southampton,  N.Y, 

If  both  worker  and  employer  contribm 
tiom  had  been  invested  since  inception  a 
Social  Security  (about  $29,500)  into  th\ 
Standard  &  Poor's  500,  the  total  valm 
would  have  come  to  about  $102,000  a 
year-end  1981.  If  that  money  were  the* 
put  into  a  lifetime  annuity,  the  beneficial 
ry  would  receive  abdut  $1,200  a  month 
in  contrast  to  the  $790  he'd  receive  as  \ 
single  person  from  Social  Security  am 
the  $1,185  he'd  receive  if  his  wife  also 
qualified  for  benefits.  However,  unlikt 
Social  Security,  annuities  are  not  in\ 
dexed for  inflation. — Ed. 


Heavenly  prayer 

Sir:  I  am  in  full  agreement  with  the 
last  sentence  of  your  "Anent  The  Enc 
Of  The  World"  (Fact  and  Comment^ 
Apr.  12),  "What  would  you  do  on  the 
last  day  of  the  world?  A.  I'd  spend  the 
day  asking  God  to  call  it  off." 

For  myself,  I  would  keep  repeating 
my  favorite  prayer — "Dear  Lord,  I  am 
a  sinner  and  do  not  deserve  to  go  tc 
heaven.  Please  just  let  me  stay  here.'' 
—John  C.  Stewart 
Sonoma,  Calif. 


Nasty  scenario 

Sir:  The  oversupply  of  doctors  and 
dentists  (Feb.  1)  is  just  the  beginning 
of  a  potentially  nasty  scenario. 
Through  appropriation  and  subse- 
quent withdrawal  of  large  grants  td 
health  educational  institutions,  gov- 
ernment created  a  manpower  surplus 
and  skyrocketing  tuition.  This  leads 
to  higher  consumer  health  costs. 

The  solution  is  structural  reform  of 
the-  health-care  financing  system  to| 
develop  a  competitive  marketplace 
with  informed  consumers  who  then 
set  health  policy. 
— Richard  A.  Gephardt  (D-Mo.) 
House  of  Representatives 
Washington,  DC. 


Still  fulminating  about  FDR 

Sir:  You  racked  your  brains  butj 
couldn't  find  one  person  who  still  felt 
bitterly   about   Franklin  Roosevelt 
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V*  oz. 


V2  oz. 


1  oz. 


1.2  oz. 


For  information  call-toll-free  1-800-447-2882. 
In  Illinois,  call  1-800-322-4400. 

Or  write:  The  Gold  Coins  of  Mexico,  PO.  Box  3900,  Peoria,  Illinois  61614 


American  corporations  interested 
in  everything  from  foreign  exchange  to 
investment  opportunities  in  Australia 
have  come  to  rely  on  Bank  of  New  South 
Wiles. 

And  the  reason  is  simple.  As 
Australia's  first  and  largest  commercial 
bank  (with  assets  of  30  billion  dollars), 
our  expertise,  contacts  and  range  of 
financial  services  are  unparalleled. 

We've  made  it  our  business  to 
help  American  business  take  full  advan- 
tage of  Australia's  unique  and  expanding 
financial  opportunities.  Our  three 
conveniently  located  offices  in  America 
are  staffed  by  people  who  can  give  you 


sound  advice  on  investments  that  are 
strategically  aligned  to  your  corporate 
requirements.  And  our  foreign  exchane 
traders  in  New  York  and  San  Franciscc 
can  meet  all  your  needs  in  Australian 
dollars,  or  other  major  currencies. 

Other  services  include  trade 
finance,  lines  of  credit,  stand-by  letters 
of  credit,  and,  in  Australia,  portfolio 
management  and  custodial  services  for 
your  Australian  investments. 

So,  if  you're  currently  doing  bus 
ness  in  Australia  or  the  prospect  interest 
you,  contact  our  office  nearest  you. 


%l#  Bank  of  New  South  Wales 


Australia's  International  Bank 


Suite  2412,  200  Park  Avenue, 
NEW  YORK,  NY  10166 
Telephone  (212)  949-9830 
Telex:  12096 


Suite  3100,  One  California  Street, 
SAN  FRANCISCO,  CA  94111 
Telephone  (415)  986-4222 
Telex:  171079 


Suite  3680,  Texas  Commerce  Tower,  And  over 

600  Travis  Street,  1,000  offices 

HOUSTON,  TX  77002-3005  throughout 

Telephone  (713)  224-0955  Australia. 
Telex:  775886 


WITH  AUSTRALIAN 
BUSINESS 
ON  TOUR  MIND 
A  MEETING  WITH 

BANK  OF 
NEW  SOUTH  WALES 

SHOULD  BE 
ON  TOUR  AGENDA. 


Readers  Say 


(Fact  and  Comment,  Mar.  151  Well, 
here  I  am.  I  was  bitterly  opposed  to  his 
v/elfare  programs.  We  now  see  the 
latitude  of  these  programs  to  the  fifth 
generation.  Even  now,  the  Democrats 
refuse  to  lop  off  the  malingerers. 
— Carol  Van  den  Bulcke 
Nice,  France 

Sir:  By  executive  decree,  FDR  abol- 
ished the  gold  standard  which  had 
kept  the  nation's  money  sound 
throughout  most  of  its  history.  This 
led  to  our  present  fiat  paper  currency 
and  an  attendant  inflation  that  now 
threatens  ruin. 

He  prolonged  the  Depression  of 
1929-33,  which  was  on  its  way  to  re- 
covery in  May  1932,  by  refusing  to 
cooperate  with  President  Hoover  and 
then  permitting  the  bank  crisis  to  ac- 
celerate until  he  closed  all  of  the  na- 
tion's banks.  His  subsequent  pana- 
ceas (NRA,  WPA,  etc.)  for  curing  the 
Depression  only  prolonged  it.  There 
were  still  some  12  million  unem- 
ployed by  1939. 
— Paul  H.  Dudley 
Rancho  Santa  Fe,  Calif. 

Sir:  He  gave  away  Poland  as  well  as 
all  of  the  eastern  part  of  Europe.  I  also 
resent  all  the  silly  and  unworkable 
rules  and  regulations. 

— Bertan  R.  Swanger 
Sarasota,  Fla. 


Established  scholar 

Sir:  Forbes'  article  "Great  expecta- 
tions" (Mar.  15)  implied  that  the  Uni- 
versity of  Texas  Law  School  hired 
Louise  Weinberg  as  an  accommoda- 
tion. That  is  a  condescending  and  un- 
true reference  to  an  established  schol- 
ar of  Louise  Weinberg's  stature. 
— Charles  Alan  Wright 
Bates  Chair  for  Administration  of  Justice, 
University  of  Texas  Law  School 
Austin,  Tex. 

Forbes  regrets  any  negative  inference 
as  to  the  hiring  and  scholarship  of  Mrs. 
Weinberg. — Ed. 


Big  spinoffs 

Sir:  Instead  of  trying  for  pennies  by 
selling  off  a  few  acres  of  Hawaiian 
beachfront  (Nov.  23,  1981),  why 
doesn't  the  government  consider  ei- 
ther spinning  off  both  the  Bonneville 
and  TVA  projects — they  could  both  be 
broken  up  into  smaller  units  for  resale 


The  charm  of  chimes 

This  elegant  Seiko  mantel  clock  with  rotat-  complete  silence.  The  plaque  is  engravable 

ing  pendulum  brings  the  beauty  of  the  for  your  name,  coat  of  arms  or  a  precious 

Westminster/Whittington  chime  into  your  gift  message.  Cordless  battery  operation 

home.  The  antique  white  dial  has  four  and  famous  Seiko  Quartz  accuracy.  Only 

Arabic  numerals  and  eight  one  from  a  vast  collection  of 
markers  on  a  champagne  ^^IT^TT^^^\  Seiko  Clocks  from  $45  to 

circle.  A  stroke  of  genius:  a              «  I^LV.  3  $395  at  better  gift,  depart- 

silencer  for  accurate  time  in  ment  and  jewelry  stores. 


Available  at  the  following  fine 
jewelry  stores: 

ALABAMA-Jobe-Rose,  Birmingham 
ARIZONA-Rosenzweigs,  Scottsdale 

CALI FORN I A  -  Bailey  Banks  & 

Biddle,  Costa  Mesa  •  Torrance 
Granat  Bros,  Concord 
San  Francisco  •  Cupertino 
Slavick's,  Los  Angeles  •  Newport 
Beach  •  Torrance  •  Northridge 

COLORADO-Bohm-Allen, 

Denver  •  Colorado  Springs 

FLORIDA -Jacobs,  St.  Petersburg 
West  Palm  Beach  •Jacksonville 
Clearwater 

GEORGIA -Bailey  Banks  &  Biddle, 

Atlanta 

HAWAII-Granat  Bros,  Honolulu 

ILLINOIS-Bailey  Banks  &  Biddle, 

Chicago 

KENTUCKY-Bailey  Banks  & 
Biddle,  Louisville 

LOUISIANA-Rider's,  Shreveport 

MARYLAND-Bailey  Banks  & 

Biddle,  Bethesda  •  Gaithersburg 

MASSACHUSETTS-Stowell's, 
Springfield  •  Boston 

MICHIGAN-Wright  Kay, 

Grosse  Point  •  Birmingham 
Dearborn 


MISSOURI-Hess  &  Culbertson, 

Springfield  •  Frontenac 

NEW  HAMPSHIRE-  Stowell's, 
Manchester 

NEW  JERSEY-Bailey  Banks  & 
Biddle,  Cherry  Hill 
Wiss  &  Lambert  Bros.,  Short  Hills 
Hackensack  •  Paramus 

NEVADA-Bailey  Banks  &  Biddle, 

Las  Vegas 
Granat  Bros,  Reno 

NORTH  CAROLINA-Bailey  Banks 
8c  Biddle,  Charlotte  •  Durham 
Winston-Salem 

OKLAHOMA-Boswell's,  Tulsa 
Peacock,  Oklahoma  City 

OREGON -Zell  Bros,  Pordand 

PENNSYLVANIA-Bailey  Banks  & 
Biddle,  Philadelphia  •  Pittsburgh 

TENNESSEE-Brodnax, 
Memphis  •  Nashville 

TEXAS -Corrigan's,  Dallas 
San  Angelo 

Hertzberg's,  San  Antonio 
Wagner's,  Amarillo 
Kruger,  Midland 

VIRGINIA-Bailey  Banks  &  Biddle, 

McLean 

WISCONSIN-Bailey  Banks  & 
Biddle,  Milwaukee 
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Reach  the  higl 

for  Wl 


Nothing  gets  through  to  people 
in  high  places  like  a  Telex  message. 
For  example,  nearly  all  of  Fortune's 
500  leading  industrials  are  on  the 
Telex  network.  And  you  can  reach 
any  one  of  them  for  just  34%  cents. 
Instantly.  And  in  writing. 

But  that's  not  all.  There  are  another 
200,000  North  American  Telex  sub- 
scribers, and  more  than  1.5  million 
overseas.  Here  is  just  a  sampling 
of  Who's  Who  on  the  Telex  network. 

Bureaus  and  bureaucrats. 

Want  to  do  business  with  your 
rich  uncle?  (Sam,  that  is.) 

Most  government  agencies  are 
on  the  Telex  network.  (The  Defense 


Department  alone  has  more  than  400 
listings.)  And  a  Telex  message  cuts 
red  tape  a  lot  faster  than  a  letter  or 
phone  call. 

The  fourth  estate. 

The  Telex  network  also  includes 
nearly  three  hundred  major  news- 
papers, business  and  trade  publica- 
tions and  broadcast  media. 

Use  Telex  messages  to  squash  a 
rumor,  for  example,  or  make  an 
important  announcement. 

Money  makers  and 
risk  takers. 

Closing  an  important  deal? 
Business  and  financial 
services  abound  on  the  Telex 
network,  including  leading 
brokerage  houses,  more 


ind  mighty 
;ach. 


than  four  hundred  banks  and  over  five 
hundred  insurance  firms. 

And  when  the  pursuit  of  profit 
takes  you  overseas,  use  Telex  to  do 
business  in  154  countries  worldwide. 

And  then  some. 

But  what  if  you  want  to 
reach  someone  who's  not  a  Telex 
[subscriber? 

Simple.  With  your  Telex  you 
:san  send  a  message  directly  to  any 


one  of  thousands  of  office  facsimile 
machines.  Or  send  Telegram, 
Mailgram®  or  International 
Cablegram  messages. 

For  our  free  booklet,  "What 
every  executive  should  know  about 
Western  Union's  Telex  network," 
Telex  us  at  642-491.  Or  write  Tom 
Mathai,  Vice  President,  Office 
Message  Services,  Western  Union, 
One  Lake  Street,  Upper  Saddle 
River,  NJ  07458. 


Western  Union's  Telex. 

The  most  underpriced 
message  service  in  the  world. 


mm 


ANTIQUES 

One  of  the  few — 
kept,  read,  referred  to. 

Now  in  its  60th  year — 
The  Magazine  ANTIQUES 
has  itself  become  a  collectible 
American  classic. 

SUBSCRIBE  TODAY! 


ANTIQUES  Dept.  FBE2 

551  Fifth  Ave.  New  York,  N.Y.  10017 


Enter  your  subscription  NOW.' 
Regular  rate:  12  singles  issues  are  $48. 


Yes,  enter  my  subscription  for  12  months  at  $38.00.  *Add  $10.00  for  mailing  outside  the  U.S.A. 

Name    

Address  (Please  Print) 


City  State 

Zip 

i  □  Check  enclosed.  Charge  my  □  Visa  □  MasterCard 

Exp.  Date 

j  Credit  Card  Number 

L  ! 

1 

HOW  TO  MOVE  YOUR 
COMPANY  TO  WASHINGTON 
WITHOUT  MAKING  A 
FEDERAL  CASE  OUT  OF  IT. 

Whether  your  company  deals  directly 
with  the  federal  government  or  not,  there 
are  enormous  benefits  to  locating  near 
Washington. 

Mail  us  this  coupon,  and  we'll  tell 
you  what  they  are  and  how  you  can 
take  advantage  of  them  by  moving 
to  Fairfax  County,  Virginia. 

Name. 
Title  _ 


Company. 
Address  _ 


. Phone . 


City. 


.State. 


.Zip. 


Inquire  in  confidence  to:  Mr.  David  Edwards,  Executive  Director,  Fairfax  County  Economic  Development 
Authonty,  8330  Old  Courthouse  Rd.,  Suite  800,  Tysons  Comer, Vienna, Virginia  22180  Phone  (703)  790-0600. 


FAIRFAX  COUNTY,  VIRGINIA 


F907 
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Readers  Say 


purposes — to  the  private  sector  or 
deeding  both  to  Social  Security.  This 
would  he  a  good  time  to  get  both  away 
from  government  ownership  and  help 
our  [finances]  at  the  same  time. 
— -J.C.  Solenberger 
Mt.  Prospect,  III. 


Comeback 

Sir:   While   Wichita's   Jim  Hersh- 
berger's  net  worth  did  go  from  $8  mil- 
lion to  almost  zero  a  few  years  back, 
as  you  mention  ("What  makes  CEOs 
run?"  Mar.  29),  your  article  failed  to 
mention  that  today  Mr.  Hershberger 
is  worth  over  $20  million.  His  busi- 
ness   associates    here    in  Kansas 
thought  enough  of  him  to  name  him 
"Man  of  the  Year"  for  1981. 
— Tom  Heapes 
Corporate  Relations, 
Petroleum  Energy,  Inc. 
Wichita,  Kans 


What  he  really  meant 

Sir:  Your  article  "Wrong  numbers" 
(Mar.  1)  mentioned  that  I  insist  that 
inside  wiring  should  be  a  deregulated 
function  and  should  go  to  AT&T. 
What  I  intended  to  convey  is  that 
since  the  provision  of  inside  wiring  is 
not  a  natural  monopoly,  assigning  it 
to  the  operating  companies  runs 
counter  to  the  logic  of  the  decree.  As  a 
practical  matter,  the  operating  com- 
pany would  be  the  better  entity  of  the 
two  to  provide  inside  wire. 
Neil  A.  Swift 

Director  of  Communications  Division, 
Department  of  Public  Service 
State  of  New  York 
Albany,  N.Y. 


Suit-able  observation? 

Sir:  Your  book  review  on  The  Last  Ma- 
fioso  (Mar.  1)  says,  "[No  one  J  has  filed 
a  libel  suit."  In  fact,  three  libel  suits 
have  been  filed.  Also,  Aldena  (Jimmy 
the  Weasel)  Fratianno,  the  main  sub- 
ject of  the  book,  has  sued  the  author, 
Ovid  Demaris.  The  circumstances 
surrounding  the  publication  of  this 
book  are  curious  indeed,  especially 
when  one  considers  the  principal  char- 
acter has  sued  the  author  who  worked 
on  the  book  in  cooperation  with  him. 

Art  for  art's  sake. 
— Car\'l  Warner 
Los  Angeles,  Calif. 
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Guest  Quarters  hotels  will  impress  you  immediately. 
They  have  luxurious  suites  instead  of  rooms. 
And,  of  course,  the  good  taste 
to  ask  me  to  tell  you  about  them.'— Dick  Cavett 


1 


Mr.  Cavett  is  shown  relaxing  in  the 

living  room  of  a  spacious  Guest  Quarters  suite. 


"I  have  achieved  some  success;  I  am  a  frequent  traveller 
and  a  patron  of  finer  hotels.  I  have,  as  we  say  in  Nebraska, 
the  right  stuff  for  this  job.  First,  let  me  explain  what  the  ad 
guys  refer  to  as  Guest  Quarters'  Unique  Selling  Proposi- 
tion. Or,  when  they're  in  a  hurry,  USP. 

"Guest  Quarters  hotels  have  no  rooms.  Only  suites. 
Big,  elegantly  appointed  suites,  each  with  its  own  living 
room,  full  dining  area,  and  separate  bedroom.  All  for  the 
price  of  but  a  single  room  at  other  fine  hotels.  Which  is 
certainly  USP  enough  for  me. 

"I  am  also  impressed  by  Guest  Quarters'  very  personal 
suite  service.  They  will  set  your  dining  room  table  and 
serve  you  a  sumptuous  meal.  And  special  suite  service 


arrangements  may  also  be  made  for  small  business 
meetings  or  private  parties. 

"Even  if  you're  only  going  to  be  in  town  for  a  night, 
you  may  now  spend  it  more  comfortably  than  ever  before, 
without  paying  extra  for  the  privilege. 

"I  encourage  you  to  reserve  a  Guest  Quarters  suite  in 
any  of  the  cities  listed.  Tell  them  Dick  Cavett  sent  you. 

"I've  always  wanted  to  say  that." 

Washington,  D.C.,  two  locations;  Houston,  TX.,  two  loca- 
tions; Greensboro,  N.C.;  Atlanta,  GA,  two  locations;  and 
Alexandria,  VA.  For  reservations  and  information  call  toll-free, 
800-424-2900.  In  Washington,  D.C.  call  861-6610. 


Only  suites.  Only  the  best  hotels  in  America. 


The  annual  new-car  introductions 
have  ushered  in  cars  so  strongly  resem- 
bling BMW's  as  to  suggest  new  mean- 
ing for  the  term  'coincidence.' 

And  a  good  many  of  these  newcom- 
ers claim  to  perform  'like'  a  BMW. 

This  sudden  enthusiasm  for  BMW- 
like  performance  is  rather  amusing. 

Because  while  it's  possible  to 
develop  enthusiasm  virtually  overnight, 
the  development  of  engineering  takes 
considerably  longer— a  fact  that's  amply 
demonstrated  by  the  BMW  320i. 
THE  BMW320i  VS. 
UNREASONABLE  FACSIMILES. 

The  320i  is  engineered  according  to 
a  belief  that  hasn't  changed  for  decades: 

Namely,  that  performance  is,  and 
will  always  be,  the  ultimate  measure  of 
a  car's  worth— a  belief  that  permits  a 
car  to  grow  by  gradual  refinement, 
instead  of  hasty  responses  to  changing 
fashions. 

The  current  preference  for  leaner, 


moreefficientengines,  for  example,  has 
caused  no  radical  reshuffling  of  priorities 
at  BMW.  The  320i  is  powered  by  a  1.8- 
liter  engine  equipped  with  K-Jetronic 
fuel  injection— and  has  been  for  years. 

Nor  has  the  320i  needed  any  instant 
re-engineering  to  deliver  better  mileage. 
It  delivers  an  EPA-estimated  [25]  mpg, 
36  mpg  highway,  figures  that  would  be 
respectable  even  in  an  economy  car. 

(Fuel  efficiency  figures  are  for  com- 
parison purposes  only.  Your  actual  mile- 
age may  vary,  depending  on  speed, 
weather  and  trip  length.  Youractual  high- 
way mileage  will  most  likely  be  lower.) 

In  fact,  despite  all  the  flurry  of  emu- 
lation, the  320i— with  its  fully  indepen- 
dent suspension,  precise  steering,  and 
decades  of  technological  refinements 
bred  on  racecourses— remains  unique. 

So  much  so  as  to  awaken  an  almost 
unseemly  ardor  in  automotive  critics  who 
are  implacable  for  a  living. 

One  nominates  the  320i  as  "the  sort 
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of  car  enthusiasts  turn  into  legend."  He 
might  have  added  that  there  are  no  rea- 
sonable facsimiles  for  legends. 

INVEST  IN  AN  ORIGINAL 
INSTEAD  OF  A  REPRODUCTION. 

Originals  generally  bring  their  owners 
higher  prices  than  reproductions.  Which 
could  help  account  for  the  following: 

According  to  the  January  1982 
NADA  Used-Car  Guide,  while  the  value 
of  other  cars  was  dwindling  consider- 
ably, the  average  320i  sold  over  the  past 
3  years  retained  a  phenomenal  96.9% 
of  its  original  price. 

All  things  considered,  the  appear- 
ance of  so  many  BMW  surrogates  is 
perfectly  understandable. 

If  you  suspect  you  might  not  be 
content  to  spend  the  next  sev- 
eral years  with  a  surrogate, 
we  suggest  you  contact  your 
nearest  BMW  dealer  for  a 
test  drive. 

THE  ULTIMATE  DRIVING  MACHINE. 

BMW  MUNICH  GERMANY 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


MULTI  MORE  DOLLARS  NEEDED  FOR  THIS  DEFENSE 


The  fiddly-diddle  reductions  proposed  by  Congress  in 
the  Administration's  superspending  defense  budget  will 
have  no  effect  in  reordering  the  Department's  priorities. 

One  of  our  most  critical  first-lines  of  defense  isn't  part  of 
DOD's  budget  at  all — it's  the  U.S.  oil  stockpile.  Yet  securing 
our  overseas  sources  of  oil  is  a  prime  purpose  of  much  of  the 
countless  Sbillions  being  spent  for  a  rapid  deployment  force. 

A  program  to  store  a  billion  barrels  of  oil  (the  equivalent 
of  seven  months'  imports)  was  created  seven  years  ago. 
Thanks  to  Carter  trepidation  and,  currently,  a  misguided 
Reagan  budget  cut,  we  now  have  less  than  a  quarter  of 
those  billion  barrels  in  storage.  Presently,  we've  not  even 
enough  storage  capacity  to  reach  our  goal.  The  sooner  we 
have  a  seven  months'  oil  supply  on  hand  instead  of  six 
weeks'  worth,  the  less  likely  is  OPEC  to  try  bludgeoning 


prices  back  up  by  production  cutbacks.  And  the  less  likely 
is  a  Mideast  military  crisis  to  erupt  from  attempts  to 
upend  moderate  governments  there. 

With  prices  lower  than  they've  been  in  years;  with  the 
oil  market  still  glutted;  with  tremendous  empty  storage 
capacity  immediately  available  from  the  oil  companies; 
and  with  hundreds  of  empty  tankers  sitting  around,  now  is 
the  time  to  go  all  out  in  stashing  away  the  other  three- 
quarters  of  that  billion-barrel  reserve.  While  belatedly 
readying  its  own  additional  salt  formation  storage  areas, 
the  government  can  lease  at  reasonable  prices  the  oil 
industry's  empty  facilities  afloat  and  ashore. 

Even  the  incumbent  Secretary  of  Defense  &  World 
Travel  ought  to  recognize  this  as  a  defense  priority  of  a 
most  high  order. 


IF  YOU  AGREE  WITH  US  THAT  THE  CALIBER  OF  A  CEO 


is  a  prime  determinant  for  deciding  whether  to 
buy  corporate  stocks,  then  Gulf  Oil  Corp. 
should  be  way  up  on  your  list  these  days. 

Jim  Lee,  the  company's  new  chief  execu- 
tive officer,  deeply  impressed  a  handful  of 
Forbes'  topmost  editors  here  the  other  day 
with  the  scope  and  depth  of  his  knowledge, 
the  breadth  of  his  vision  and  the  candor  of  his 
appraisal.  Not  only  about  Gulf,  the  oil  industry  and 
OPEC,  but  the  whole  energy  field,  present  and  prospective. 


A  lot  of  oil  yet  to  be  found:  Says  Lee,  "In  and 
off  Canada  there  are  enormous  quantities 
that  will  be  discovered.  And  Mexico  has  only 
begun  to  learn  the  vast  extent  of  its  oil." 

All  this  and  more  to  be  had — over  an  indeter- 
minate but  long  period  of  time  and  at  a  price  as 
yet  unknowable. 

There's  the  rub  (see  above). 
OPEC?  Oil  prices  may  not  hold  firm,  but  OPEC  itself 
will  muddle  through. 


WHERE  DID  ALL  THE  SUPERMARKET  CARTS  GO? 


It  doesn't  seem  all  that  long  ago  when  every  television 
news  show  contained  a  segment  depicting  some  housewife 
pushing  her  cart  through  supermarket  aisles  and  then 
fuming  or  fainting  or  both  at  the  ever-soaring  cost  for  an 
unvarying  amount  of  groceries. 


It  was  television's  "action-film"  way  of  illustrating  in- 
flation's pain. 

Has  anyone  seen  on  those  same  TV  shows  somebody 
pushing  a  cart  to  illustrate  the  astonishing  drop  in  the  rate 
of  inflation? 
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WHAT  A  POLISH 

Almost  from  the  day  it  was  born  and  named,  Apple 
Computer  has  been — mostly — that  in  the  eyes  of  investors 
and  customers,  heralded  more  by  the  soothsayers  than  the 
doomsayers.  The  relative  promptness  of  its  recovery  from 
the  initial  Apple  III  stumble  is  one  confirmation  that  this 
outfit  is  as  savvy  as  it  seems.  But  an  even  more  dramatic 
one  was  Apple  Chairman  Steven  Jobs'  imaginatively 
sweeping  offer  to  put  an  Apple  on  one  teacher's  desk  in 
every  public  school  in  the  country. 

Some  dumb  computer-industry  analysts  promptly  cal- 
culated the  estimated  costs  at  $200  million  and  said  the 
company  couldn't  afford  it,  even  if  Congress  enacted  a  bill 
that  would  cost  the  Feds  a  mere  $20  million  in  tax  deduct- 
ibility. Extraordinary  myopia  even  for  "analysts." 

In  every  school,  at  ever-earlier  levels,  a  computer  course 
is  rapidly  becoming  as  basic  an  educational  requirement  as 


ON  THAT  APPLE! 

the  Three  Rs.  And,  incidentally,  kids  are  more  apt  to  b^ 
turned  on,  tuned  up  and  "with"  the  computer  bit  than 
they  are  by  the  Three  Rs — be  that  ever  so  deplorable. 

Couple  that  with  the  fact  that  what  we  learn  on  is  wha 
we  naturally  tend  to  stay  with,  and  you'll  have  one  of  the 
most  remarkable  of  marketing  coups  if  Apple  pulls  it  off.  As 
CEO  A.C.  "Mike"  Markkula  told  us  at  lunch,  by  giving 
schools  one  free,  it  doesn't  take  a  computer  programming 
genius  to  see  the  plusses — spare  parts,  add-ons,  upgraded 
models  and  brand-acclimated  young.  Combined,  those 
soon  could  turn  the  giving  into  an  earnings  bonanza. 

Of  course,  Apple  won't  get  a  law  letting  'em  do  it  solo. 
But  the  proposal  is  a  can't-lose  one  for  everyone.  Congres- 
sional action  to  make  it  possible  for  companies  to  give  our 
public  schools  the  latest  tabletop  computers  should  get 
prompt  attention. 


EDITORIAL  INSIGHT 

owes  more  to  hindsight  than  to  foresight. 

SUSAN  SONTAG  COMES  IN  OUT  OF  THE  LEFT 


The  ultimate  un-In-ness  among  the  Inmost  intellectual 
group  is  to  speak  well  of  un-Left  governments  or  to 
speak  ill  of  self-proclaimed  socialist  governments.  It's  as 
if  a  preppie  were  to  wear  a  T-shirt  with  a  message.  Just 
not  done. 

To  a  startled  audience  of  New  York's  elitist  Left,  gath- 
ered to  protest  the  suppression  of  Solidarity  in  Poland,  one 
of  their  most  luminous,  Susan  Sontag,  attacked  the 
group's  core  concepts. 


Though  her  speech  (see  excerpts  below)  was  hailed  with 
boos  and  shouts,  there's  every  indication  much  of  the 
message  has  struck  home.  No  one  in  his  right  mind  (as 
well  as  those  left)  would  maintain  for  a  moment  that  any 
system  of  government,  including,  certainly,  our  own, 
meets  the  Ideals  of  fairness,  equity,  truth  and  justice  for 
all.  But  no  governments  so  totally  abase  those  goals  as 
those  titanic  tyrannies  ruled  ruthlessly  in  the  name  of,  on 
the  behalf  of,  at  the  cost  of  "the  people." 


"I  have  the  impression  that  much  of  what  is  said 
about  politics  by  people  on  the  so-called  democratic 
left — which  includes  many  people  here  tonight — has 
been  governed  by  the  wish  not  to  give  comfort  to 
reactionary  forces.  With  that  consideration  in  mind, 
people  on  the  left  have  willingly  or  unwillingly  told  a 
lot  of  lies.  We  had  identified  the  enemy  as  Fascism.  We 
heard  the  demonic  language  of  Fascism.  We  believed  in, 
or  at  least  applied  a  double  standard  to,  the 
angelic  language  of  Communism. 

"Now  we  take  another  line.  Now  it 
seems  easy  to  do  so.  But  for  many  decades, 
when  horrors  exactly  like — no,  worse 
than — the  horrors  now  taking  place  in  Po- 
land took  place,  we  did  not  meet  to  protest 
and  express  our  indignation,  as  we  are 
doing  tonight.  We  were  so  sure  who  our 
enemies  were  (among  them,  the  profes- 
sional anti-Communists),  so  sure  who  were  the  virtuous 
and  who  the  benighted.  .  .  .And  we  were  countenancing  a 
great  deal  of  untruth.  Imagine,  if  you  will,  someone 
who  read  only  the  Reader's  Digest  between  1950  and 
1970,  and  someone  in  the  same  period  who  read  only 
The  Nation  or  The  New  Statesman.  Which  reader 
would  have  been  better  informed  about  the  realities 
of  Communism?  The  answer,  I  think,  should  give 


us  pause.  Can  it  be  that  our  enemies  were  right? 

"What  the  recent  Polish  events  illustrate  is  some- 
thing more  than  that  Fascist  rule  is  possible  within  the 
framework  of  a  Communist  society,  whereas  democrat- 
ic government  and  worker  self-rule  are  clearly  intoler- 
able and  will  not  be  tolerated.  I  would  contend  that 
what  they  illustrate  is  a  truth  that  we  should  have 
understood  a  very  long  time  ago:  that  Communism  is 
Fascism — successful  Fascism,  if  you  will. 
What  we  have  called  Fascism  is,  rather, 
the  form  of  tyranny  that  can  be  over- 
thrown— that  has,  largely,  failed. 

"I  repeat:  Not  only  is  Fascism  (and  overt 
military  rule)  the  probable  destiny  of  all 
Communist  societies — especially  when 
their  populations  are  moved  to  revolt — 
but  Communism  is  in  itself  a  variant,  the 
most  successful  variant,  of  Fascism.  Fas- 
cism with  a  human  face. 

"These  hard  truths  mean  abandoning  many  of  the 
complacencies  of  the  left,  mean  challenging  what  we 
have  meant  for  many  years  by  'radical'  and  'progres- 
sive.' The  stimulus  to  rethink  our  position,  and  to 
abandon  old  and  corrupt  rhetoric,  may  not  be  the  least 
of  what  we  owe  to  the  heroic  Poles,  and  may  be  the  best 
way  for  us  to  express  solidarity  with  them." 
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CREDIT  COMMERCIAL  DE  FRANCE. 

To  CCF  correspondents  and  customers 

Credit  Commercial 
de  France  has  been  nation- 
alized and  I  am  forced  to 
leave. . . 

I  have  always  opposed 
nationalization  and  shall 
certainly  continue  to  do 
so.  It  is  my  absolute  conviction  that  free 
enterprise  is  the  best  system,  and  its  preser- 
vation essentia]  to  the  safeguard  of  individ- 
ual freedom  and  human  right. 

However,  I  know  that'  the  men  and 
women  with  whom  I  have  worked  have  the 
highest  moral,  intellectual,  and  profession- 
al qualities,  and  will  do  everything  to 
maintain  CCF's  excellent  reputation. 

For  their  sake,  for  the  good  of  my  coun- 
try, may  I  ask  all  those  in  contact  with  CCF 
and  its  subsidiaries  worldwide,  to  grant 
them  their  full  confidence. 


Jean-Maxime  Ldveque, 
Chairman  of  CCF 


Exi 


cerpted 


TWO  TOUGH  ADS 
TARGETED  TO  TYCOONS 

Have  you  ever  read  a  more  extraordinary  "cor- 
porate image"  advertisement  than  this  farewell 
from  the  head  of  one  of  France's  major,  just- 
nationalized  banks? 

As  for  this  assault  by  one  of  our  primary  competi- 
tors, Business  Week,  on  the  effectiveness  of  adver- 
tisements in  our  other  principal  competitor  for  such, 
the  Wall  Street  Journal — we  can  with  utmost  non- 
objectivity  salute  a  point  so  graphically  depicted! 


SPEAKING  OF  HOOVER'S  DAY  . . . 


That  is  being  done  these  days  only  by  those  too  young  to 
remember  the  difference  between  that  devastating  Depres- 
sion and  this  recession.  It  brings  to  mind,  however,  one  of 
President  Hoover's  remarks  about  his  Democratic  oppo- 
nent in  the  presidential  campaign  of  1932.  Said  Hoover,  if 

SELECTIVE  RECOLLECTION 

makes  life  possible  while  total  recall  does  the  opposite. 


FDR  were  elected,  "grass  will  grow  in  the  streets." 
Now  look. 

Such  an  accusation  is  the  reverse  of  a  put-down.  At  great 
expense,  deliberately  pi  an  ting  grass  in  the  streets  is  the  big 
thing  in  reviving  America's  downtowns. 

BEING  YOUNG  AND  WILLING 

certainly  beats  the  reverse. 


UNHELPFUL  SUGGESTION 


By  M.S.  Forbes  Jr. 


Four  former  American  govern- 
ment officials  have  caused  some- 
thing of  a  stir  both  here  and  abroad 
by  jointly  advocating  that  the  U.S. 
would  not  resort  to  the  first  use  of 
nuclear  weapons  should  the  Soviet 
Union  invade  Western  Europe. 

They  argue,  in  a  recent  magazine 
article,  that  "It  is  time  to  recognize 
that  no  one  has  ever  succeeded  in 
advancing  any  persuasive  reason  to 
believe  that  any  use  of  nuclear 
weapons,  even  on  the  smallest 
scale,  could  reliably  be  expected  to 
remain  limited." 

The  suggestion  of  these  supposed 
wise  men — McGeorge  Bundy,  a  top 
foreign  policy  adviser  in  the  Kenne- 
dy and  Johnson  administrations; 
Robert  McNamara,  Secretary  of  De- 
fense, 1961-68;  George  Kennan,  for- 
mer Ambassador  to  the  Soviet 
Union;  and  Gerard  Smith,  former 
Arms  Control  and  Disarmament 
Agency  director  under  Nixon — 
should  be  rejected. 

The  reason  we  have  so-called  the- 
ater or  tactical  nuclear  weapons  in 
Europe  is  to  redress  the  Soviets' 


overwhelming  superiority  in  both 
manpower  and  conventional  mili- 
tary weaponry. 

For  the  U.S.  and  NATO  to  re- 
nounce first  use  of  nuclear  weapons 
in  the  event  of  a  Soviet  invasion  is 
to  increase,  not  reduce,  the  possibil- 
ity of  such  a  dreadful  event.  The 
point  of  NATO,  a  defensive  alli- 
ance, is  deterrence,  to  convince  the 
Russians  that  the  risks  of  war  are 
too  great.  The  awesome  uncertainty 
of  what  might  happen  if  NATO  did 
resort  to  tactical  nuclear  weapons 
in  the  face  of  a  Soviet  attack  is  pre- 
cisely the  point — the  Soviets 
couldn't  be  sure  of  an  easy  victory, 
couldn't  be  sure  that  their  attack 
might  not  escalate  to  a  nuclear  ho- 
locaust. This  uncertainty  is  a  pow- 
erful deterrent. 

The  four  men  claim  that  their 
proposal  would  in  effect  strengthen 
the  conventional  forces  of  NATO, 
as  well  as  enhance  political  cohe- 
sion within  the  alliance. 

A  renunciation  of  our  nuclear  op- 
tion in  Europe  would  not  diffuse  or 
appease  the  peaceniks.  It  would 
goad  them  on  to  greater  demands 
and  more  political  action.  It  would, 


however,  raise  serious  doubts  in  the 
minds  of  the  West  Germans,  who 
are  on  the  front  line  in  Europe, 
about  the  long-term  reliability  and 
steadfastness  of  the  U.S.  as  an  ally. 

We  must  certainly  beef  up  our 
conventional  capabilities.  But  con- 
ventional forces — even  if  we  tripled 
the  size  of  our  army  and  matched 
the  Soviets  tank  for  tank,  plane  for 
plane — would  not  be  as  effective  a 
deterrent  as  the  conventional-cum- 
nuclear  one.  Our  nukes  in  Europe 
prevent  the  Soviets  from  ever  enter- 
taining blitzkrieg  ideas. 

Another  point  made  by  the  four  is 
that  renunciation  would  "help  in- 
crease the  international  incentives 
for  the  Soviet  Union  to  show  more 
restraint  [in  building  new  nuclear 
forces]."  Where  have  these  gentle- 
men been  since  the  mid-1960s?  Un- 
til recently,  our  military  spending 
stagnated.  Some  of  this  was  inten- 
tional. One  rationale  used  by  Mc- 
Namara years  ago  was  that  such 
restraint  would  ease  Soviet  fears 
and  misapprehensions  about  our  in- 
tentions. And  the  Soviet  response? 
An  unrelenting  buildup  of  both  con- 
ventional and  nuclear  forces. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Coney  Island  Next? 

Like  many  of  our  diplomats,  I  wor- 
ry about  the  domino  theory.  The 
Falkland  Islands  this  weekend,  the 
Sandwich  Islands  next,  then  maybe 
Coney  Island.  Who  knows  where  the 
Argentinians,  flushed  with  victory, 
will  be  stopped? 

— James  Brady,  New  York  Post 

Fair  And  Square  War 

I  was  standing  next  to  a  famed  geo- 
politician  when  the  first  news  of  the 
Argentine  attack  was  received,  and 
heard  him  muse  incredulously:  "An 
old-fashioned  naval  battle.  A  war  be- 
tween two  civilized  nations,  perhaps 
with  even  a  declaration  of  war,  and 
later  a  peace  conference.  Wow."  No 
hostages,  no  nukes,  no  ideologies,  no 
religious  fanaticism;  just  a  fair-and- 
square  war  over  national  interests — 
hard  to  believe,  in  this  day  and  age. 

— columnist  William  Safire 


economies.  Thus  the  current  oversup- 
ply  of  oil  should  be  used  by  the  West 
as  an  opportunity  to  decrease  further 
its  dependence  upon  OPEC  rather 
than  as  an  excuse  to  ignore  an  energy 
crisis  that  will  not  go  away. 

— Christopher  Byron,  Time 

Why  Morning  TV? 

Look,  people  watch  morning  televi- 
sion for  two  things.  One,  they  want  to 
find  out  if  the  rest  of  the  world  has 
blown  up  while  they  were  asleep — to 
see  if  they're  the  ones  left.  Two,  most 
people  don't  like  facing  the  morn- 
ing— things  are  tough,  the  kids  are 
screaming,  you  argue  with  your  wife, 
you're  going  to  a  job  you  don't  like. 

You  have  to  give  them  other  things 
to  think  about. 

— Steve  Friedman 
of  NBC's  "Today," 
in  Washington  Journalism  Review 


that  higher  U.S.  rates  could  force 
those  in  Western  Europe  back  up 
again.  "As  long  as  there  are  high  inter- 
est rates  [in  the  U.S.],  chances  of  a 
recovery  are  slim,"  says  the  chairman 
of  a  large  West  German  construction- 
equipment  manufacturing  firm. 
— David  Brand,  Wall  Street  Journal 

Taste  Is  Temporal 

There's  no  such  thing  as  gOod  taste. 
Today's  good  taste  is  tomorrow's  bad 
taste.  The  taste  of  educated  and 
thoughtful  people  in  their  time  tends 
to  be  relatively  uniform.  There's 
nothing  permanent  about  good  taste. 
It's  a  time  phenomenon. 

— Joseph  Alsop,  in  W 


Fellow  came  by  the  other 
day  and  said,  "If  I  could  just 
get  back  up  to  broke,  I'd 
quit."  Thing  is,  he  has  to  get 
back  up  to  broke  first. 

— T.J.  Attebury,  farm  supply  dealer, 
in  the  New  York  Times 


Changing  Spots 

Joe  LaZizza,  an  ad  executive,  stalled 
on  a  narrow  side  street.  The  driver 
behind  him  went  wild  beeping  his 
horn.  After  a  couple  of  raucous  min- 
utes of  this,  LaZizza  walked  back  to 
the  impatient  motorist,  calmly  carry- 
ing a  tire  iron  in  his  hand.  As  the  now- 
silent  horn-honker  timidly  cranked 
his  window  down  just  a  bit,  LaZizza 
calmly  said:  "If  you  want  to  go  up 
there  and  get  my  car  started,  I'll  stay 
back  here  and  lean  on  your  horn.  Fair 
enough?" 

— writer  Bob  Gima 

Menu  Talk 

When  you  see  "fresh  orange  juice"  on 
a  menu,  that  may  mean  freshly  opened. 
Assuming  that  a  "Maine  lobster"  actu- 
ally comes  from  Maine  is  getting  to  be 
like  assuming  that  a  French-fried  pota- 
to comes  from  France. 

— author  Calvin  Trillin 

Which  One's  the  Shark? 

The  tiger  sharks  confronting  me 
were  somewhat  smaller,  a  mere  five 
or  six  feet  apiece.  I  kept  my  knife  in 
its  sheath.  The  only  use  for  a  knife 
during  a  shark  attack  is  pure  treach- 
ery: Stab  your  buddy,  swim  like  hell, 
and  hope  the  munchies  take  him. 

— Tim  Cahill,  Outside 


If  Saudi  Shut  Down 

The  Iranian  revolution  resulted  in  a 
loss  of  more  than  6  million  barrels  daily 
on  world  markets  and  pushed  the  price 
of  oil  from  $  1 2.50  to  $34  per  barrel.  Oil 
industry  watchers  are  nervous  that  a 
comparable  upheaval  in  Saudi  Arabia 
would  cause  even  more  dramatic  price 
increases,  and  have  even  more  disas- 
trous   consequences    for  Western 


Black  Cloud  Over  Europe 

Nearly  all  economists  note  a  major 
cloud  hanging  over  the  mildly  opti- 
mistic predictions:  U.S.  interest  rates, 
which  worry  West  Europeans  much 
more  than  oil  prices  or  the  drag  on 
trade  from  the  U.S.  recession.  Al- 
though several  West  European  na- 
tions and  Japan  recently  agreed  to 
stimulate  their  economies  by  reduc- 
ing interest  rates,  the  analysts  fear 
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"On  Wall  Street  today,  news  of  lower  interest  rates  sent  the  stock 
market  up,  but  then  the  expectation  that  these  rates  would  be 
inflationary  sent  the  market  down,  until  the  realization  that  lower 
rates  might  stimulate  the  sluggish  economy  pushed  the  market  up, 
before  it  ultimately  went  down  on  fears  that  an  overheated  economy 
would  lead  to  a  reimposition  of  higher  interest  rates." 
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MERRILL  LYNCH. THE  MARKETPLACE  FOR  MONEY. 


I 


f  you  ve  got  exceptional  income  to  protect, 

you  need  more  than  an  ordinary  tax  investment. 


For  those  who  want  liquidity  in 
addition  to  income  that's  com- 
pletely free  of  federal  taxes,  Merrill 
Lynch  maintains  one  of  the  largest 
inventories  of  municipal  bonds. 

And,  no  matter  how  you  decide 
to  protect  or  make  money,  our  Ac- 
count Executives  are  a  prime 
source  for  the  full  facts.  You'll  find 
that  their  advice  and  help  will  be 
anything  but  ordinary. 

Merrill  Lynch 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  lnc 

i  A  breed  apart. 

Services  offered  by  Merrill  Lynch  and  affiliates:  Commercial  Paper  Tax  Investments  Corporate  Bonds  Annuities   Unit  Trusts 
Municipal  Bonds  Convertible  Securities  Stocks  Options  Mortgage- Backed  Securities  Treasury  Bills  Commercial  Real  Estate 
i Government  Agency  Securities  Mutual  Funds  Residential  Real  Estate  Life  Insurance  Financial  Planning  Sharebuilder  Plan' 
Commodity  Futures  Precious  Metals  Cash  Management  A  ccount "  financial  service    ©  m2  Merrill  Lynch  Pierce  Fenner  &  Smith  inc..  Member,  sipc. 


At  Merrill  Lynch,  pro- 
I  tecting  your  hard-earned 
I  dollars  is  how  we  earned  our  repu- 
tation as  a  leading  firm  in  tax-ad- 
vantaged investments  and  capital 
{appreciation  strategies. 

How  can  we  help  you  maxi- 
mize your  after-tax  income?  With 
top  tax  advisors  and  analysts.  And 
iwith  an  extraordinary  range  of  in- 
vestment opportunities  that  fit  your 
particular  risk/reward  situation. 

Merrill  Lynch  has  a  full  spec- 
trum of  tax  investments.  Some  have 


the  advantage  of  producing  tax- 
sheltered  income.  While  others 
generate  excess  deductions  and 
credits  to  reduce  your  current  taxes. 

We  offer  the  traditional,  like  oil 
and  gas,  equipment  and  real  estate, 
as  well  as  new  and  unique  venture 
capital  financings  in  computer  re- 
search and  movie  production. 

Deferred  Annuities  are  yet  an- 
other way  to  shelter  taxes  on  in- 
come earned.  And  IRA  and  Keogh 
Plans  provide  an  immediate  tax 
deduction,  as  well. 


That's  Singer  technology. 


In  today's  energy  environment,  training  power 
plant  operators  is  more  vital  than  ever.  That's  why 
major  utilities  are  turning  to  our  Link  Simulation 
Systems  Division  for  simulators  that  can  duplicate  a 
power  plant's  routine  operations  as  well  as  problem 
situations  — without  using  fuel  or  creating  hazardous 
conditions.  That's  the  result  of  more  than  a  half- 
century  of  technological  leadership.  This  leadership 
is  now  producing  equipment  that  simulates  every- 
thing from  aircraft  to  chemical  plants,  LNG  tankers 


to  battlefield  tactics. 

Through  expanding  research  and  developme 
in  electronic-based  simulation,  guidance,  com: 
cations,  and  specialized  computer  systems,  Sin 
is  writing  a  new  chapter  in  its  corporate  histon 
Together  with  our  unique  consumer  durables  c; 
bilities  throughout  the  world,  this  technologic, 
base  positions  us  in  important  growth  markets 
of  today  and  tomorrow.  The  Singer  Company, 
8  Stamford  Forum,  Stamford,  CT  06904. 


Barclay  Barclay  »* 


99%  tar  free. 


The  pleasure  is  back. 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


THE  DEFICIT  BECOMES  A  POKER  GAME 

it's  going  to  be  tough  to  find  ways  to  reduce  the  deficit.  But  that 
doesn't  mean  it  won't  happen.  It  will,  but  only  after  the  public  is 
subjected  to  some  frightful  political  rhetoric.  The  deficit  has  become 
as  big  a  political  issue  as  social  spending  or  lower  taxes,  and  the 
pressure  is  on  to  narrow  it.  Meanwhile,  the  proposed  income  tax 
surcharge  on  the  "rich"  (meaning  much  of  the  middle  class)  is  no  sure 
thing;  its  enactment  would  be  a  bloody  blow  to  the  whole  concept  of 
supply-side  economics.  Besides,  an  income  tax  hike  would  kill  off  the 
best  hope  for  a  recovery  this  year,  a  consumer  spending  boom.  Accord- 
ing to  the  Conference  Board  survey,  consumer  confidence  in  business 
conditions  is  the  lowest  in  the  index'  15  years. 


Aborting  Reagan's  tax 
cut  would  be  a 
disaster  for 
consumer  confidence 


The  10%  income  tax  cut  scheduled  to  go  into  effect  July  1  could  lift 
some  gloom,  provided  it's  not  offset  by  a  surcharge.  Gloom,  says 
economist  Irwin  Kellner  of  Manufacturers  Hanover,  is  the  problem, 
not  money.  Despite  rising  unemployment,  over  99  million  Americans 
have  jobs.  That  translates  to  57.3%  of  the  population  over  age  16, 
above  the  postwar  average  of  55.8% .  In  addition,  consumer  purchasing 
power  is  rising  by  2%  per  year,  and  consumers  are  paying  off  debts. 


OPEC's  loss  may  be 
IRS'  gain.  But 
what  about 
natural  gas? 


Both  defense  spending 
and  social  spending 
will  be  trimmed 


SO  THE  SURTAX  MAY  NOT  COME,  BUT  TAKE  SERIOUSLY  talk  of  a  tax  On 

imported  oil.  The  Administration  is  pushing  for  such  a  levy  because, 
with  energy  prices  falling  rapidly,  the  impact  on  consumers  would  be 
slight  while  the  revenue  gained  would  be  substantial.  At  $5  per  barrel 
the  government  would  pick  up  a  quick  $13  billion. 

There'll  also  be  a  big  battle  over  deregulation  of  natural  gas  prices. 
Simply  put:  The  White  House  wants  the  market  to  determine  prices, 
while  Congress — ever  mindful  that  this  is  an  election  year — wants  to 
keep  the  lid  on.  According  to  the  Congressional  Budget  Office,  dereg- 
ulation, along  with  a  windfall  profits  tax,  would  reduce  the  deficit  by 
roughly  $10  billion. 

On  the  spending  side,  the  Administration  will  lose  another  battle.  But 
the  loss  is  a  calculated  one.  "What's  Ahead"  thinks  the  White  House  is 
betting  Congress  will  cut  projected  defense  spending.  Expect  the 
defense  total  for  fiscal  1983  to  come  in  below  estimates.  Many  Con- 
gressmen are  planning  to  campaign  on  platforms  claiming  they  will 
not  allow  defense  to  be  beefed  up  while  the  "poor"  are  facing  cuts. 

But  the  nation  isn't  in  a  mood  to  disarm — and  Congress  knows 
it.  So,  painful  as  it  will  be  to  further  reduce  the  deficit,  Congress  will 
have  to  give  some  ground  on  entitlements.  President  Reagan  will  push 
hard  for  a  freeze  on  programs  like  Social  Security  that  have  become 
overindexed.  A  simple  freeze,  holding  Social  Security  to  current  levels, 
would  save  $20  billion.  Add  that  to  $13  billion  raised  by  taxing 
imported  oil  and  you  get  $33  billion.  Throw  in  some  defense  cuts  and 
you  bring  the  projected  deficit  to  a  more  manageable  size. 

Expect  the  financial  markets  to  remain  volatile  and  interest  rates  to 
stay  up  until  the  dust  settles.  There  will  be  a  lot  of  hollering  on  both 
sides  and  this  will  unsettle  the  markets  for  a  while. 
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The  Forbes  Index 


Forbes  Index 
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Losing  ground.  The  Forbes  Index  can't  seem  to  stay  on  a 
positive  track.  After  last  issue's  surprise  gain  it  has  slipped 
back  into  the  negative  column.  Industrial  production  fell 
0.8%  in  March,  posting  its  seventh  decline  during  the  past 
eight  months.  Retail  store  sales  were  also  off  once  again, 
dropping  0.5%.  This  follows  a  2.6%  rise  in  February. 
What  it  all  means  is  that  neither  consumers  nor  busi- 


ness is  providing  enough  spark  to  ignite  an  economic 
recovery.  Further  evidence  that  consumers  are  very  wor- 
ried is  the  fact  that  installment  credit  rose  only  1.0% 
while  consumer  debt  liquidation  was  up  by  2.4%.  Once 
rates  fall,  the  pent-up  demand  for  autos  and  nouses  should 
boost  consumer  confidence  and  lay  the  groundwork  for  a 
second-half  upturn. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  Installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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bids  Go  By 


messages  a  day.  The  Ford  Aerospace  built 
munications  satellites  today  processjens 
illibns  of  messages  daily.  .  .       1  ' 

NoW  Fo^d  Aerospace  technology  helps  guide 
Columbia  Space  Shuttle.  And  helped  bring 
k  pictures  fVofri  Saturn.  In  fact,  almost  1,100  / 


of  the  people  who  work  at  NASA's  Johnson 
g  3pace  Center  are  Ford  Aerospace  employees. 
•  .  ®      if  it  were  shown  separately,  Ford  Aerospace 

would  rank  in  the  Fortune  500,  with  sales 

approaching  a  billion  dollars  a  year. 
"^gJj^^X  *  The  sky  s,the  limit. ' 


i 


here's  A  Ford  In  America's  Future. 


Getting  over 
the  hump. 


\\\ 


Worried  about  the  eco- 
nomic future? 

Then  take  heart  from 
the  camel.  An  accomplished 
survivor.  Who  doesn't  curse 
the  environment.  But 
adapts  to  it. 

The  camel  finds  nour- 
ishment where  others  see 
only  scraggly  shrubs.  Just 
as  an  investor  can  find 
opportunities  where  others 
see  only  risk. 

The  camel  saves  his 
water,  storing  against  dry 
days  ahead.  Just  as  prudent 
investors  seek  to  safeguard 
their  assets. 

If  you'd  like  to  get  over 


the  investment  hump  of  the 
next  few  years,  Drexel 
Burn  ham  Lambert  can  help. 

Through  your  Drexel 
Burnham  Lambert  account 
executive,  you  have  access 
to  our  total  resources. 

Research  aimed  at  pro- 
ducing ideas  that  can  be 
turned  to  profit. 

Tax  relief,  through  strat- 
egies and  vehicles  that  can 


Drexel  Burnham  Lambert 


help  preserve  your  capital. 

Investment  manage- 
ment for  today  s  complex 
investment  environment. 

Plus  a  full  range  of 
investment  products  and 
services.  All  tailored  to  meet 
your  needs. 

Drexel  Burnham 
Lambert  is  a  big  interna- 
tional investment  banking 
and  securities  firm.  But  not 
too  big.  For  we  know  your 
future  determines  our  future 

Drexel  Burnham 
Lambert. 

We  might  just  be  the 
oasis  for  which  you  ve  been 
looking. 


60  Broad  Street.  New  York.  NY  10004.  Offices  in  principal  financial  centers  worldwide.  Copyright  Drexel  Burnham  Ijambert  Incorporated.  1982.  Member S/PC. 


Forbes 


Through  the  economic  gloom  comes  a 
glimmer  of  renewed  business  activity 
Salesmen  are  hitting  the  road  again. 


Signs  of  spring 


By  Priscilla  S.  Meyer 
with  Theodore  Lowen 


With  every  key  economic  in- 
dicator from  projected  cap- 
ital spending  to  quarterly 
earnings  reports  pointing  down,  the 
consensus  seems  bleak.  Even  Trea- 
sury Secretary  Donald  Regan  is  call- 
ing the  economy  "dead  in  the  water." 
So  you  would  expect  businessmen  to 
be  pulling  in  their  horns  and  bracing 
for  a  continued  economic  siege.  But 
the  opposite  seems  to  be  happening. 

Business  travel,  depressed  since  the 
spring  of  1980,  made  a  sharp  turn- 
around in  March,  as  companies  from 
Warner  Lambert  and  Procter  &  Gam- 
ble to  IBM  and  American  Can  put 
more  salespeople  on  the  road.  That 
trend  is  reflected  in  figures  for  every- 
thing from  business-related  air  travel 
to  rent-a-car  volume  to  use  of  corpo- 
rate American  Express  cards  for  ho- 
tels and  restaurants. 

Other  straws  in  the  wind  suggest 
executives  are  showing  renewed  opti- 
mism about  their  own  companies.  In- 
sider buying  of  corporate  shares  has 
outpaced  insider  selling  for  the  first 
time  since  the  end  of  1978.  EdwinBuck 
Jr.  of  the  New  York-based  Stock  Re- 
search Corp.  said  the  eight-week  mov- 
ing average  shifted  to  net  insider 
buying  in  late  March.  This  move 
spanned  industries  as  diverse  as  real 
estate  investment,  electric  and  gas  util- 


ities, rare  metals  and  textilemaking. 

In  short,  businessmen  are  sounding 
and  acting  as  if  they  expect  a  turn- 
around in  the  next  few  months,  even 
if  many  economists  are  skeptical. 
And  business  is  putting  its  money 
where  its  mouth  is. 

The  turnaround  in  business  travel 
is  no  small  uptilt.  Budget  Rent-a-Car, 
for  example,  said  March  rental  reser- 
vations shot  up  40%  from  a  year  earli- 
er, and  three-quarters  of  such  rentals 
are  normally  for  business.  Hertz 
Corp.,  the  industry  giant,  said  it  added 
in  excess  of  35,000  cars  to  its  fleet  in 
anticipation  of  the  turnaround.  Its 
unit  sales  were  up  23%  in  March. 

"The  car  rental  business  usually 
leads  the  economy  out  of  a  recession 
by  about  four  to  six  months.  Our  vol- 


ume  goes  up  first  in  an  upturn,"  says 
Craig  Koch,  vice  president  and  gener- 
al manager  of  Hertz.  In  the  1975  reces- 
sion, rent-a-car  volume  also  led  the 
upswing  by  about  four  months,  he 
explains. 

Now  Hertz  is  projecting  a  continu- 
ing 14%  to  17%  increase  in  business 
unit  rental  through  summer  and  is 
ordering  additional  new  cars.  Over 
the  past  year  some  200  people  have 
been  added  to  handle  an  "unbeliev- 
able jump"  in  call  volume  for  ad- 
vanced rentals.  Other  car  rental  com- 
panies also  expect  increased  business. 

The  upturn  was  reflected  in  air  trav- 
el as  well.  Delta  Air  Lines  said  March 
revenue  passenger-miles  increased 
5.1%,  after  a  few  flat  months.  "We  are 
hopeful  this  upturn  in  traffic  will  rep- 
resent the  beginning  of  the  end  of  the 
recession,"  said  J. A.  Cooper,  senior 
vice  president  of  marketing  for  Delta. 

Total  airline  figures,  of  course,  in- 
clude increased  discount  travel  to  va- 
cation areas  like  Florida  and  Califor- 
nia. A  better  measure  of  the  jump  in 
business  travel  comes  from  the  shut- 
tles, which  almost  exclusively  carry 
business  travelers.  Eastern  Airlines' 
shuttle  service  to  Washington  and 
Boston  had  15%  more  passengers  in 
March  than  a  year  earlier.  United, 
which  has  a  Los  Angeles-San  Francis- 
co shuttle,  says  this  improved  in 
March  as  well. 

As  for  the  future,  airlines  say  that 
advance  bookings  for  spring  and  early 
summer  continue  to  indicate  in- 
creased traffic  strength.  At  Marriott 
Hotels,  advance  bookings  were  up 
50%,  after  a  first-quarter  sales  in- 
crease of  34% . 

What's  happening,  according  to  ex- 
ecutive search  firms,  is  that  compa- 
nies are  increasing  their  sales  forces. 
"We  are  seeing  the  most  dramatic  in- 
creases [in  requests  for  salespeople] 
that  we  have  seen  in  the  last  five  to 
six  years.  I'm  so  busy  I  can't  even 
think  straight,"  says  Don  Waldron,  of 
the  big  New  York  search  firm  of  the 
same  name. 

According  to  Waldron,  orders  are 
almost  entirely  for  sales  and  line  peo- 
ple as  opposed  to  marketing  and  staff 
people.  "That  means  they're  going 
out  to  get  the  business.  They  have 
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finally  decided  they  are  just  going  to 
go  do  it,"  Waldron  says. 

Search  firms  say  sales  forces  in 
some  industries,  like  textiles  and  con- 
sumer products,  have  increased  20% 
in  the  last  three  months.  The  general 
demand  for  new  salespeople  started 
about  the  second  week  in  February 
and  was  in  full  bloom  by  the  third 
week  of  March,  they  say. 

A  major  thrust  appears  to  be  in  the 


Northeast  corridor,  which  has  been 
static  for  some  time.  Hertz  says  air- 
port business  is  up  25%  in  New  York 
and  Boston,  20%  in  Philadelphia  and 
17%  in  Detroit. 

Just  because  U.S.  industry  puts  an 
army  of  salesmen  on  the  road  doesn't 
mean  that  a  turnaround  will  auto- 
matically follow,  of  course.  Renewed 
high  interest  rates  or  other  economic 
pressures  could  intervene. 


Beyond  that,  economists  have  pre 
dieted  a  difficult  recovery,  partly  be 
cause  many  suppliers  have  been 
pressed  to  the  brink  of  bankruptcy; 
That  would  be  typical.  Collapses  gen 
erally  come  during  the  recovery. 

But  a  recovery  can't  come  without 
an  outpouring  of  salespeople  to  getj 
the  business.  And  at  this  point  it  ap 
pears  business  is  sowing  seeds  that} 
could  produce  a  fruitful  summer.  1 


"Ever)?  time  the  business  cycle  goes  down, 
the  corporate  barter  brokers  come  out  of 
the  woodwork, "  says  one  top  executive. 


"Writeoff 
avoidance" 


By  Richard  Greene 
and  Laura  Rohmann 


In  fiscal  1981  Mattel,  the  $1.1 
billion  toy  company,  found  it- 
self stuck  with  $12  million 
worth  of  electronic  games.  Mattel  cer- 
tainly didn't  want  to  take  a  writeoff; 
its  earnings  were  going  to  fall  from 
$31  million  to  $8  million  as  it  was. 

Answer:  barter.  Mattel  located  one 
of  the  companies  that  acts  as  a  go- 
between  in  corporate  barter,  Deerfield 
Communications  Corp.,  and  traded 
the  games  for  $5.5  million  in  cash 
plus  $6.3  million  in  so-called  trade 
credits.  These  trade  credits  represent- 
ed Deerfield's  promise  to  reimburse 
Mattel  with  over  $6  million  worth  of 
advertising. 

Result:  no  writeoff  for  Mattel.  And 
a  tidy  profit  for  Deerfield.  How?  Deer- 
field  as  a  volume  buyer  was  able  to  get 
the  advertising  at  a  steep  discount 
from  what  it  charged  Mattel.  So  there 
was  sufficient  margin  to  sell  the 
games  at  a  discount  from  their  book 
value  and  still  make  a  profit.  Conceiv- 
ably Mattel  could  also  have  gotten  a 
steep  discount  on  the  advertising,  but 
by  using  Deerfield  as  a  middleman  it 
managed  to  avoid  that  writeoff. 

Once  almost  the  exclusive  province 
of  advertising  salesmen,  who  have 
long  bartered  ad  space  for  products, 


barter  is  now  a  fast-growing  tech- 
nique among  Forbes  500  firms.  Al- 
though the  biggest  deals  have  taken 
place  internationally — for  example, 
PepsiCo's  trade  with  the  Russians  of 
Pepsi  for  vodka — the  domestic  use  of 
barter  is  increasing  dramatically. 

Companies  such  as  Xerox,  Pan  Am, 
Continental  Air  Lines,  National 
Semiconductor,  Fairchild  Camera, 
Chrysler,  Ramada  Inns,  Hilton  and 
Shell  Oil  have  all  done  domestic  bar- 
ter deals  in  recent  years. 

Rare  is  the  company  that  likes  to 
talk  about  barter  deals,  of  course.  Be- 
cause they're  such  an  obvious  way  to 
boost  cash  flow,  avoid  embarrassing 
writeoffs  and  get  rid  of  unsalable  in- 
ventories, they  suggest  the  company 
that  does  them  is  having  difficulty.  So 
barter  deals  tend  to  be  treated  like  a 
dirty  little  secret. 

How  much  corporate  barter  is  going 
on?  Estimates  range  as  high  as  $20 
billion  in  1981. 

Obviously,  troubled  times  spell  op- 
portunity for  corporate  barter  work- 
ers. Says  Michael  Leven,  executive 
vice  president  of  Americana  Hotels, 
with  a  chuckle:  "These  barter  guys, 
the  brokers,  are  like  vultures.  Every 
time  the  business  cycle  goes  down, 
they  come  out  of  the  woodwork." 

The  barter  middlemen  operate  as 
tiny  governments  with  their  own  eco- 


nomic systems  and  currencies.  Of 
course,  their  currencies — trade  cred- 
its— are  backed  only  by  the  broker.  So, 
some  firms  hesitate  to  book  the  rev- 
enues from  barter  deals  until  the  trade 
credits  have  been  bartered  back  to  the 
middleman  for  goods  and  services, 
largely  airline  tickets,  hotel  rooms 
and  advertising. 

But  such  deferrals  don't  save  them 
from  paying  taxes  that  year.  The  IRS 
has  made  it  crystal  clear  that  compa- 
nies must  report  trade  credits  as  rev- 
enue as  soon  as  they  receive  them. 

No,  that's  not  the  tax  dodge. 

Instead,  the  tax  game  is  played  in 
the  valuation  of  the  goods.  Firms  are 
supposed  to  use  "fair  market  value," 
but  the  IRS  has  never  adequately  de- 
fined that  term.  So,  while  the  IRS 
wants  fair  market  to  be  close  to  the 
normal  distribution  price,  many  firms 
place  it  at  their  cost.  In  practice,  they 
frequently  split  the  difference. 

While  the  brokers  deny  that  they 
are  encouraging  tax  avoidance,  their 
advice  to  clients  is  simple:  "Consult 
your  CP. A."  Translation:  Do  what- 
ever your  accountant  will  allow  and 
your  conscience  will  permit. 

Fred  Tarter,  president  of  New  York- 
based  Deerfield,  is  one  of  the  biggest 
middlemen  in  the  business.  He  ar- 
ranged for  about  $175  million  in  deals 
last  year.  Listening  to  Tarter  explain  a 
typical  deal  is  an  education. 

"Let's  say  a  hotel  company  wants  to 
buy  some  television  sets,"  he  says. 
"They  pick  out  the  exact  model  and 
they  negotiate  the  price.  And  I  say  to 
them,  'Let  me  write  the  check  instead 
of  you  and  you  give  me  $2  worth  of 
hotel  rooms  for  every  dollar  I  write 
the  check  for.' 

"That's  not  a  bad  deal  for  them,"  he 
explains.  "The  hotel  conserves  cash, 
plus  it  gets  business  in  rooms  that 
would  have  been  empty." 

Tarter  goes  on,  with  a  glint  in  his 
eye,  "So  I  go  to  another  company,  a 
toy  company,  and  say,  'I  have 
$200,000  worth  of  hotel  rooms.  You 
want  to  run  a  sales  meeting.  Why 
don't  you  run  it  at  this  hotel?  In  ex- 
change, give  me  $200,000  of  your 
merchandise,  at  book  value,  that  you 
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Deerf'ield  Communications'  Fred  Tarter 

"They  pick  out  the  exact  model  and  they  negotiate  the  price.  I  say  to 
them,  'Let  me  write  the  check  instead  of  you.'  " 


can't  sell.'  The  guy  says,  'Fine.'  " 

Now  for  the  punch  line,  and 
Tarter's  eyes  are  glowing.  "So,  I  go 
into  the  traditional  marketplace  and 
sell  the  toys  for  something  over 
$100,000 — my  cost — and  something 
less  than  the  $200,000  that  the  toy 
company  couldn't  get." 

Tarter  calls  his  service  "writeoff 
avoidance."  But  a  competitor,  Barter 
Systems  Inc.,  says  its  clients  frequent- 
ly do  barter  deals  simply  to  gain  ac- 
cess to  some  new  markets. 

Take  Xerox,  for  example.  Recently 
it  traded  about  $650,000  worth  of  its 
copiers  for  that  much  in  trade  credits, 
expecting  to  use  those  credits  for 
items  like  real  estate,  car  rentals  and 
audiovisual  equipment. 

"We  see  this  as  an  opportunity  to 
get  to  smaller  companies,"  says  Leo 
McDonough,  manager  of  reseller 
strategy  for  Xerox.  "Barter  Systems 
has  a  membership  of  about  20,000 
small  firms,  most  of  which  use  a  great 
deal  of  barter.  That's  a  great  market 
for  us." 

If  barter  is  such  a  great  deal  for 
unloading  unwanted  inventories  and 
opening  new  markets,  why  isn't  ev- 
eryone doing  it  on  a  big  scale?  Simple. 
There's  a  stigma  attached.  It  suggests 
the  company  is  really  in  a  bind  finan- 
cially. Among  the  best-known  barter 
deals  in  the  last  several  years  have 
been  Pan  Am's  trade  for  coffee  and 
Chrysler's  trade  for  ad  time. 

Then  there  was  the  recent  scandal 
at  f .  Walter  Thompson  U.S.A.'s  syndi- 
cation unit,  in  which  the  firm  was 
accused  of  fabricating  records  of  bar- 
ters that  had  never  taken  place.  So, 
it's  little  surprise  that  firms  like  Ap- 
ple Computer  have  shied  away.  Says 
Henry  Whitfield,  advertising  manager 
for  Apple,  "No  company  likes  it  to  be 
known  that  they  are  bartering.  It  im- 
plies you've  got  distress  merchandise. 
Our  sales  group  did  not  think  it  was 
consistent  with  our  image,  so  we've 
stopped  bartering." 

But  good  business  sense  generally 
triumphs  over  concern  for  image,  and 
the  chances  are  that  the  growing 
boom  in  corporate  barter  is  here  to 
stay.  Just  take  a  look  at  the  first  annu- 
al report  of  Business  Exchange,  Inc.,  a 
California-based  barter  middleman 
that  went  public  a  year  ago.  Its  report- 
ed earnings  are  indicative  of  what's 
going  on  in  the  industry:  1979  earn- 
ings, 6  cents  a  share,-  1980  earnings,  12 
cents  a  share;  1981  earnings,  25  cents 
a  share.  Although  most  of  that  comes 
from  small  and  medium-size  firms, 
big  companies  like  Republic  Airlines 
are  signing  up. 

As  long  as  times  stay  hard,  barter 
will  thrive.  ■ 
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W.  Clement  Stone  is  back  running  Com- 
bined International,  but  he  isn 't  eager  to 
explain  why  or  to  talk  about  the  company. 

The  perils 
of  Positive 
Mental  Attitude 


Combined  International's  W.  Clement  Stone 

Is  he  polishing  things  up  to  attract  a  buyer? 


By  Howard  Rudnitsky 

He  tried  to  make  it  seem  like 
old  times.  There  was  W.  Clem- 
ent Stone,  the  80-year-old 
founder  of  Combined  International, 
back  in  charge  again — and  unexpect- 
edly too. 

At  the  insurance  marketer's  annual 
meeting  in  early  April,  Stone  strode 
out  wearing  his  famous  loud  bow  tie 
and  asked  150  or  so  shareholders,  "Is 
everybody  happy?"  The  crowd  shout- 
ed "Yes!"  In  vintage  style,  Stone  then 
proceeded  to  introduce  his  manage- 
ment team  as  if  it  were  a  football 
lineup. 

Stone,  who  retired  as  chief  execu- 
tive in  the  late  Sixties  to  write  books 
and  dabble  in  Republican  politics,  had 


some  good  news  for  the  faithful.  Com- 
bined's  quarterly  dividend  is  going  to 
go  up  again  in  the  fall,  for  the  31st 
consecutive  year,  because  of  what  he 
sees  as  "the  positive  outlook  for 
1982."  Just  what  you  would  expect 
from  a  man  whose  philosophy  is 
something  called  Positive  Mental  At- 
titude and  who  chose  the  letters  PMA 
as  his  company's  stock  ticker  symbol. 
With  the  dividend  hike,  Combined 
shares,  which  trade  at  around  21, 
should  offer  close  to  a  9%  yield. 

Despite  all  the  rosy  optimism,  how- 
ever, Stone  refuses  to  talk  to  the  press. 
There  are  certain  questions  he  seems 
to  be  dodging.  In  fourth-quarter  1981, 
earnings  plunged  28%,  which  meant 
profits  for  the  year  were  virtually  un- 
changed from  1980.  The  first  part  of 


1982  is  likely  to  be  up  only  modestly. 
More  important,  the  earnings  gains 
that  were  supposed  to  continue  after 
last  June's  $103  million  cash  purchase 
of  Union  Fidelity,  a  mass-market  and 
direct-mail  accident  and  health  insur- 
er, haven't  materialized.  And  demand 
for  Combined's  bread-and-butter 
product — supplemental  accident  and 
health  insurance — has  been  slowing 
for  years. 

On  top  of  all  this  comes  manage- 
ment turmoil.  Early  in  March,  Clem- 
ent Stone,  W.  Clement's  53-year-old 
son  and  the  company's  chief  executive 
since  1974,  resigned  unexpectedly. 
Stone  even  left  the  board,  despite  the 
fact  that  he  owns  about  3.7%  of  Com- 
bined's stock — some  1  million  shares. 
That  brought  the  elder  Stone  out  of 
retirement.  The  company's  official  ex- 
planation was  cryptic:  "Clement 
Stone  advised  the  board  that  personal 
reasons,  including  the  need  to  direct 
greater  attention  to  his  own  financial 
affairs,  dictated  this  decision." 

This  version  isn't  accepted  by  some 
close  observers.  They  say  that  marital 
problems,  or  personal  investment 
losses — perhaps  incurred  in  London, 
where  Stone  ran  Combined's  success- 
ful foreign  operations  until  the  early 
Seventies — could  have  led  to  his  de- 
parture. "These  people  are  just  specu- 
lating. He  just  decided  to  resign,"  says 
Raymond  Skilling,  a  Combined  "ex- 
ecutive vice  president. 

"Only  a  real  babe  in  the  woods  be- 
lieves that,"  suggests  a  local  lawyer 
who  knows  the  company  well.  In  any 
event,  Combined's  board  clapped  on 
the  golden  handshake.  As  a  parting 
gift  Clem  Stone  gets  $500,000  a  year 
for  a  six-year  consulting  contract. 
"After  all,  his  father  built  this  com- 
pany," says  director  Millburn  Smith. 
"If  he  wants  to  pass  on  a  few  goodies 
to  his  son,  he's  entitled  to  do  so." 

The  elder  Stone's  influence  on 
Combined  does  continue,  even 
though  he  controls  only  5.8%  of  the 
stock — worth  about  $33  million. 
Longtime  directors  are  used  to  his 
style,  and  some  are  paid  handsomely, 
too..  Perry  Lewis,  for  example,  heads 
up  a  consulting  firm  that  advises 
Combined  on  new  business  opportu- 
nities. That  has  earned  his  firm  over 
$250,000  in  retainers  since  1980,  over 
and  above  the  $12,000  annual  direc- 
tor's fee.  Millburn  Smith  also  gets  a 
$45,000-a-year  retainer  for  consult- 
ing, and  he  is  a  director  of  American 
International  Group,  a  reinsurance 
firm.  Combined  places  a  considerable 
amount  of  insurance  with  AIG. 

These  little  matters  would  be  insig- 


FORBES,  MAY  10,  1982 


Mnificant  if  the  Stones  had  run  Com- 
,  bined  well  in  recent  years,  but  the 
company  has  been  coasting.  Domes- 
tic accident  and  health  insurance  op- 
erations have  shown  little  earnings 
growth.  That  has  been  obscured  by  a 
big  surge  in  investment  income,  up 
from  $41  million  in  1977  to  $108  mil- 
lion last  year. 

These  kinds  of  gains,  however, 
won't  continue.  Much  of  the  im- 
provement came  from  rising  fixed  in- 
come yields  when  maturities  were 
shortened — a  one-time  opportunity. 
In  addition,  Combined  paid  out  more 
cash  for  Union  Fidelity  than  it  got 
back  in  portfolio  assets.  The  result: 
Investment  income  in  1982  may  well 
be  flat. 

Combined's  marketing  group  re- 
cently introduced  several  higher- 
priced  policies  that  could  help  earn- 
ings in  the  short  run.  A  portion  of 
the  additional  income  from  collect- 
ing $40  to  $80  in  an  annual  policy 
premium  instead  of  $20  to  $40  will 
flow  straight  to  the  bottom  line  in 
the  first  few  years.  These  larger  poli- 
cies could  also  be  more  attractive  to 
sales  agents  who  can  earn  fat  first- 
year  sales  commissions. 

Indeed,  one  of  the  most  serious 
problems  facing  Combined  relates  to 
its  7,000-person  field  force.  Turnover 
has  always  been  high,  and  inflation 
has  only  made  it  worse.  Commissions 
on  the  small  policies  Combined 
writes  haven't  been  adequate  to  at- 
tract lots  of  new  salesmen.  Its  army  of 
doorbell  ringers  may  have  trouble 
moving  up-market. 

Clem  Stone  seemed  to  realize  this 
last  year  when  he  acquired  Union  Fi- 
delity. That  expands  Combined's 
product  line  and  broadens  its  market- 
ing mix.  It  also  means  there  will  be 
competition  against  bigger  firms  with 
deeper  pockets. 

Still,  Combined  desperately  needs 
to  diversify.  Another  acquisition  like 
Union  Fidelity  is  not  out  of  the  ques- 
tion. There's  even  talk  in  insurance 
circles  of  a  potential  combination 
with  a  portion  of  the  late  John  Mac- 
Arthur's  larger  Bankers  Life  &  Casu- 
alty. Both  firms  are  Chicago-based 
and  sell  similar  products.  Bankers  Life 
is  owned  by  a  foundation  and  must 
sell  off  its  assets  by  next  year. 

Lost  in  the  annual  meeting  hoopla, 
however,  was  the  fact  that  there  was 
no  mention  of  who  will  replace  Clem 
Stone  as  president.  With  an  80-year- 
old  founder  at  the  helm,  there's  an- 
other possibility  too:  Combined  is  be- 
ing dressed  up  to  sell.  Not  this  year, 
but  perhaps  in  1983  or  1984.  After  all, 
the  acquisition  of  a  direct  marketer 
creates  the  appearance  that  Com- 


bined is  gearing  up  for  the  insurance 
growth  markets  of  the  1980s. 

If  W.  Clement  Stone  can  find  a  buy- 
er willing  to  pay  handsomely,  the 
folks  at  the  annual  meeting  will  sure- 
ly clap  louder  than  ever.  Over  the 
years,  the  Stones  have  raked  in  mil- 


lions in  dividends;  small  stockholders 
have  done  less  well.  Combined  shares 
haven't  been  above  $25  for  ten  years, 
and  in  the  late  Sixties  they  sold  at 
around  40.  A  positive  mental  attitude 
may  help  in  lots  of  places — but  not  on 
Wall  Street.  ■ 


When  Sol  Kittay  moves  in  on  a  company, 
its  stock  often  drops.  Is  he  just  unlucky? 


KDT's  comedown 


By  William  Baldwin 


Who's  minding  the  stores  at 
KDT  Industries?  The  New- 
ton, Mass. -based  discount 
chain  is  winding  up  lease  terminations 
on  58  stores  closed  in  a  desperation 
move  last  fall.  Shoppers  are  deserting 
the  remaining  181  because  of  sparsely 
stocked  shelves.  KDT  has  had  to  allay 
supplier  fears  of  a  Chapter  11  bank- 
ruptcy with  repeated  announcements 
about  its  new  $20  million  bank  credit 
line.  It  lost  an  estimated  $57  million, 
about  $7.75  a  share,  on  $741  million 
sales  for  the  year  ended  Jan.  30.  The 
stock  trades  on  the  Big  Board  at  2%. 

Two  years  ago  the  company — then 
called  King's  Department  Stores — was 
near  the  top  of  the  discount  industry, 
with  net  income  averaging  about  3% 
of  sales,  return  on  equity  17%  and 
fiscal  1979  earnings  of  $2.08  a  share. 
The  stock  was  trading  around  13. 

That  was  when  Sol  Kittay,  the  Lon- 
don-born underwear  magnate  who 
made  a  fortune  in  BVD,  bought  1 1.9% 
of  King's  stock  from  three  retiring 
King's  executives  for  $17  a  share.  As 
part  of  the  transaction  they  ceded  the 
board  of  directors  by  resigning  in  a 
way  that  let  Kittay — who  became 
King's  chairman — put  a  majority  on 
the  board.  Kittay,  now  71,  also  in- 
stalled as  vice  chairman  his  longtime 
protege  Steven  J.  Green,  36,  a  polished 
real  estate  negotiator. 

But  why  is  KDT  in  a  tailspin?  Is  it 
because,    as    a    businessman  who 


knows  Kittay  and  Green  well  puts  it: 
"Neither  one  of  them  knows  any- 
thing about  retailing"?  Perhaps.  But 
Kittay  has  shown  over  the  course  of  a 
fairly  remarkable  business  career  that 
he  knows  quite  a  bit  about  buying  and 
selling. 

An  erudite,  sometimes  charming 
man,  Kittay  came  to  the  U.S.  in 
about  1927,  worked  his  way  up  in 
sales  in  the  garment  industry, 
bought  into  the  BVD  operation  and 
then  parlayed  that  into  an  apparel 
conglomerate.  He  sold  most  of  his 
BVD  investment  in  1966  to  Meshu- 
lam  Riklis'  Glen  Alden  Corp.,  for 
$35  million  in  stock. 

But  Kittay  was  not  one  to  settle 
back  at  Red  Roof  Farm,  his  art-filled 
Port  Chester,  N.Y.  estate,  and  merely 
cash  dividend  checks.  Since  the  BVD 
deal  he  has  involved  himself  in  at 
least  six  public  or  formerly  public 
companies.  He  seems  to  have  lost  his 
shirt  more  than  once. 

Kittay,  for  instance,  has  been  chair- 
man of  NCC  Industries  for  most  of  the 
last  12  years.  He  got  control  of  the 
computer  leasing  firm  after  it  bought 
his  stock  in  a  hosiery  business  in  1970. 
The  sock  outfit,  it  seems,  was  a  lemon. 
Five  years  later  NCC  was  telling  share- 
holders that  this  operation  was  losing 
so  much  money  it  had  to  be  sold  "for  a 
nominal  sum"  to  an  individual  inves- 
tor. When  Kittay  got  into  NCC  its 
stock  was  7l/i.  Now  it's  %  bid. 

Kleinert's,  a  pajama  maker  and 
KDT  supplier,  is  also  part  of  the  Kit- 
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tay  turf.  He  has  been  on  the  board 
since  1967  and  is  the  largest  share- 
holder. The  company  is  in  the  red; 
and  the  stock  is  off  90%  from  its  1972 
high  of  35%.  Kittay  was  a  director  of 
and  one  of  the  larger  shareholders  in 
Franklin  National,  one  of  the  worst 
bank  failures  on  record.  Kittay  has 
been  a  major  shareholder  in  Inprojet, 
a  real  estate  firm,  since  1972.  When 
he  got  in,  the  stock  was  at  185/s.  Now 
it's  at  Vi. 

Most  of  the  paper  value  of  Kittay's 
Inprojet  stock  had  vanished  by  the 
time  he  and  Steve  Green  assumed 
control  in  1974.  But  a  lot  has  hap- 
pened since  then.  Most  of  Inprojet's 
$140  million  in  assets  has  been  liqui- 
dated or  written  down.  Securities  fit- 
Exchange  Commission  filings  list 
failed  real  estate  in  Florida,  consult- 
ing fees  and  interest  paid  to  Sol  Kittay 
or  his  holding  company  and  the  sale  of 
a  Puerto  Rican  housing  project  to  a 
company  whose  ownership  is  unex- 
plained but  whose  president  says  he 
sometimes  works  out  of  KDT  offices. 
The  history  of  other  Kittay  companies 
is  almost  as  complex.  One  Swiss-resi- 
dent Israeli  showed  up  as  the  repre- 
sentative of  an  NCC  creditor,  as  the 
man  behind  Liechtenstein  and  Cay- 
man Islands  entities  bankrolling  a 
Kittay  investment,  and  most  recently 
as  principal  in  a  company  with  a  5.7% 
block  of  KDT. 

Kittay  and  Green's  partnership  goes 
back  almost  a  decade.  Former  asso- 
ciates explain  that  Kittay  had  the 
money,  Green  the  negotiating  talent, 
and  Kittay  gradually  cut  Green  in. 
Green  is  now  25%  partner  and  Kittay 
75%  in  shopping  centers  in  which 
KDT  stores  are  tenants.  "Steve  is  the 
son  Sol  wanted  to  have,"  says  a  for- 
mer colleague.  Kittay's  daughter  is  an 
officer  at  KDT  but  his  son,  a  French 
literature  scholar,  has  reportedly 
shown  little  interest  in  business. 


In  the  case  of  KDT  Industries,  the 
trail  is  relatively  clear,  if  winding. 
Don't  worry  about  Kittay's  $12  mil- 
lion paper  loss  in  KDT  stock.  He  has 
more  than  recouped  that.  Or  seems  to. 
Kittay  and  Green  cut  short  ah  inter- 
view on  KDT,  pleading  the  delicacy  of 
the  pending  bank  agreement. 

No  sooner  had  Kittay  and  Green 
taken  over  than  they  decided  it  was 
time  for  KDT  to  make  a  big  acquisi- 
tion. So  they  offered  $29.9  million, 
$20  million  of  it  in  cash,  for  the  oper- 
ating assets  of  Cornwall  Equities,  op- 
erator of  171  Barkers  and  Franklin 
stores.  They  knew  the  owner  would 
accept  readily.  After  all,  the  owner 
was  Sol  Kittay. 

This  Cornwall  was  no  plum.  A 
once-thriving  chain  with  a  lucrative 
number  one  position  in  the  Puerto 
Rico  market,  it  was  beginning  to  lose 
its  hold  there,  and  talented  executives 
were  leaving.  In  the  first  half  of  1980 
Cornwall  lost  $7.2  million  before 
taxes.  It  was  debt-heavy,  with  only 
$15.8  million  in  net  assets.  Kittay, 
then,  was  proposing  to  have  KDT  pay 
nearly  twice  book  for  a  loser. 

The  justification,  as  presented  by 
KDT's  attorney  defending  a  still-unre- 
solved shareholders'  suit  in  Delaware, 
was  "what  King's  expects  it  can  do 
with  Cornwall."  A  turnaround,  then, 
that  would  make  Cornwall's  good 
store  sites  into  gold  mines.  There's 
just  one  hitch  with  this  turnaround — 
the  management  was  the  same.  Kit- 
tay was  boss  at  KDT  and,  as  owner, 
boss  at  Cornwall. 

How  Kittay  got  Cornwall  is  a  case 
study  in  Kittay  buying,  the  first  rule 
of  which  is:  Never  pay  retail.  In  1974 
he  snapped  up  a  44%  stake  for  $7.8 
million  in  a  distress  sale  by  British 
financier  Jim  Slater.  The  remaining 
shares  dwindled  in  price  and  Kittay 
was  soon  tendering — with  the  com- 
pany's money,  of  course — to  buy  in 


stock  at  4,  when  there  was  $6  a  share 
in  cash  on  hand.  After  a  shareholders 
suit  the  tender  was  made  at  7Vi.  By 
1978  Kittay  was  ready  to  force  out  the 
last  holdouts  in  a  going-private  trans 
action  at  18 — increased  to  21  in  set-l 
tlement  of  a  shareholders'  suit.  That! 
price  was  still  a  bargain,  since  it 
equated  to  paying  $20  million  for  thej 
whole  company,  at  a  time  when  Corn-! 
wall  had  $35  million  in  net  assets  and 
a  lot  of  earning  power  ($7  million  pre* 
tax  in  1977). 

Consider  that  one  again.  Kittay 
took  Cornwall  private  at  $20  million,, 
a  little  over  half  of  book  value,  in 
1978.  Two  years  later  he  wanted  td 
sell  the  stores  to  KDT  for  $29.9  mil-) 
lion,  twice  their  book  value  then. 

What  happened  to  the  assets  be- 
tween 1978  and  1980?  Kittay  used 
$14.8  million  of  Cornwall's  money  to 
buy  KDT  stock,  and  he  was  going  to 
keep  the  stock  when  the  stores  went  to 
KDT.  He  had  also  stripped  real  estate 
out  of  the  company.  By  the  time  Kittay 
was  ready  to  sell  Cornwall  to  KDT  he 
had  become  landlord  at  a  dozen  Bark 
ers  and  Franklin  stores.  Nothing 
wrong  with  that,  since  at  the  time 
Cornwall  was  his  private  property.  But: 
it  left  less  of  a  gold  mine  for  KDT. 

Before  proceeding,  the  cautious 
KDT  board  hired  a  real  estate  consul 
tant,  Wilder-Manley  Associates  ini 
Boston,  to  evaluate  the  leases.  A  KDT 
statement  notes  that  Wilder-Manley 
was  a  good  choice  because  it  enjoyed 
"a  certain  familiarity  with  many  of 
the  Cornwall  store  units."  How?  It 
was  a  Cornwall  creditor  and  was  ne 
gotiating  to  buy  three  Kittay  shopping; 
centers  in  Puerto  Rico.  Wilder-Man- 
ley came  in  handy  again  last  year, 
when  Kittay  and  Green  were  trying  to 
sell  their  New  Milford  (Conn.)  Plaza 
KDT,  it  seems,  just  happened  to  be  in 
the  market  for  a  shopping  center  and 
bought   it.    Shareholders   were  as 


A  closed  Barkers  store  near  Cornwall,  N.Y.  and  Chairman  Sol  Kittay  of  KDT  Industries 
What  has  caused  KDT's  extraordinary  tailspin? 
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sured— by  Wilder-Manley,  natural- 
ly— it  was  a  bargain.  KDT  announced 
that  it  made  the  acquisition  "in  order 
to  eliminate  a  potential  conflict  of 
interest  between  the  company  and 
certain  of  its  officers." 

Ever  mindful  of  a  potential  con- 
flict, Kittay  abstained  from  the  KDT 
directors'  vote  on  buying  his  Corn- 
wall Equities.  Who  did  that  leave  on 
the  12-man  board?  Well,  Steve  Green 
was  among  them.  Plus  three  KDT 


and  Cornwall  employees.  Plus  two 
longtime  Kittay  allies  in  the  apparel 
business  who  show  up  on  his  director 
slates  at  NCC  and  Cornwall.  Then 
there  was  the  chief  executive  of 
Kleinert's,  of  which  Kittay  owns 
25%,  and  a  CPA  who  had  a  contract 
with  KDT  as  consultant.  The  board 
approved  the  purchase. 

So  did  shareholders,  even  after  re- 
ceiving a  75-page  statement  detailing 
Cornwall's  sorry  finances.  But  then, 


shareholders  sometimes  miss  the 
point.  One  of  the  more  curious  ele- 
ments in  the  KDT  saga  is  what  hap- 
pened on  Wall  Street  when  Kittay 
announced  his  $17-a-share  deal  with 
the  retiring  executives.  The  stock  ini- 
tially popped  up  two  points,  appar- 
ently on  hopes  that  Kittay  would 
follow  up  with  an  equally  lucrative 
tender  for  the  rest  of  the  company. 
The  public,  evidently,  doesn't  know 
the  first  thing  about  buying.  ■ 


Brokers  are  using  a  neat  and  usually  legal 
game  to  profit  from  customer  stocks  they 
hold.  We  said  usually  legal. 


Reverse 
conversions 


By  Richard  L.  Stern 


B 


efore  Carl  Icahn  became  a 
corporate  raider,  he  was 
known  as  a  bear.  Nowadays, 
Icahn  threatens  vulnerable  corpora- 
tions like  Marshall  Field  with  take- 
over, but  as  the  owner  of  a  small 
Wall  Street  brokerage  firm  he  consis- 
tently was  taking  short  positions  in 
stocks — frequently  when  all  the  sig- 
nals were  up,  not  down.  Was  he  just 
being  contrary?  Hardly.  Icahn  was 
playing  a  game  that  makes  loads  of 
money  for  a  brokerage  firm;  a  game 
that  many  other  Wall  Street  firms 
have  since  begun  to  play  with  enthu- 
siasm: reverse  conversion. 

Reverse  conversion  and  some  of  its 
equally  esoteric  cousins  are  part  of 
the  huge  amount  of  trading  that  bro- 
kerage firms  and  other  Wall  Street 
professionals  are  doing  for  their  own 
accounts  these  days.  Which  is  a  ma- 
jor reason  that  volume  remains  so 
high  on  the  New  York  Stock  Ex- 
change, despite  weak  stock  prices. 
Volume  at  the  Big  Board  is  running 
55.2  million  shares  a  day — more 
than  the  46.8  million  daily  average 
in  the  last  quarter  of  1980,  when 
stocks  were  rising. 

Normally,  volume  drops  with 
prices.  Certainly  the  small  investor 
has  fled  to  the  sidelines  in  confusion. 
He  now  represents  only  20%  of  trad- 
ing activity  on  the  exchange,  com- 
pared with  35%  just  12  months  ago, 


says  Howard  Brenner,  executive  vice 
president  of  options  for  Drexel  Burn- 
ham  Lambert.  The  Street  itself  and  its 
institutional  clients  constitute  the  re- 
maining 80%,  he  notes.  Stan  West, 
vice  president  of  the  New  York  Stock 
Exchange,  adds  that  there  are  days 
when  the  brokerage  firms,  the  special- 
ists and  floor  traders  alone  account  for 
about  30%  of  the  business,  compared 
with  25%  two  years  ago. 

This  is  where  reverse  conversions 
play  their  role.  Options  represent, 
says  Brenner,  7%  of  all  trading  vol- 
ume. He  adds  that  70%  of  all  options 
trading  is  by  professionals,  and  small 
wonder,  options  are  an  integral  part  of 
this  complex  Street  maneuver  known 
as  reverse  conversion. 

What  are  reverse  conversions?  Start 
with  the  fact  that  when  someone  sells 
short — 1,000  shares  of  Digital  Com- 
puter at  $80,  for  example — he's  sell- 
ing stock  he  doesn't  own.  The  law 
says  a  broker  must  deliver  the  stock 
to  the  buyer  within  a  five-day  settle- 
ment period.  Brokerage  firms  have  the 
right,  without  asking  permission,  to 
borrow  a  stock  from  a  client  who  is 
buying  it  on  margin  to  make  deliv- 
eries against  short  sales.  So  when  the 
broker  delivers  the  borrowed  Digital 
Computer  stock,  he  gets  a  check  for 
$80,000,  which  he  likely  will  lend  to 
another  customer  to  buy  stock  on 
margin.  That  $80,000  at  15%  lent  out 
for  a  month  amounts  to  $1,000. 

Icahn  and  other  smart  brokers  real- 


ized some  time  ago  that  there  was  no 
reason  to  wait  for  the  customer.  They 
sold  short,  using  customer  stock.  But 
there's  a  catch.  You  can  lose  money 
selling  short  if  the  stock  goes  up  in- 
stead of  down.  Enter  reverse  conver- 
sions, or  hedging  with  options.  The 
broker  sells  Digital  short  at  $80,  buys 
an  $80  Digital  call  and  sells  an  $80 
Digital  put.  If  Digital  goes  to  $90,  he 
exercises  the  call  to  wipe  out  his  short 
position.  If  it  goes  to  $70,  the  put  is 
worthless  but  the  call  allows  him  to 
buy  the  stock  at  $80.  So  he's  fully 
hedged.  But  there's  still  another  risk. 
The  broker  must  realize  a  profit  from 
the  interest  on  the  $80,000  that  is 
greater  than  the  money  he  laid  out  to 
buy  his  puts  and  calls.  If,  as  in  the 
earlier  case,  the  broker  earns  $1,000  a 
month  on  the  deal,  he  must  make 
sure  that  losses  on  the  puts  and  calls 
don't  exceed  that  amount.  "This  can 
get  tricky,"  says  Brenner,  "because 
markets  tend  to  be  very  efficient." 

Nevertheless,  reverse  conversions 
suddenly  have  become  a  major  and 
profitable  way  of  life  on  Wall  Street. 
One  reason:  About  350  stocks  now  are 
backed  by  both  puts  and  calls,  up  50% 
from  a  year  ago. 

Officials  say  there's  no  way  of 
breaking  out  how  much  money 
brokers  make  in  this  business.  But 
stock  loans  amount  to  well  over  $100 
million  of  the  $1.09  billion  in  profits 
New  York  Stock  Exchange  member 
firms  made  last  year. 

Unfortunately,  there's  still  another 
catch.  Just  as  the  stock  loan  business 
has  produced  a  rash  of  embezzle- 
ments by  employees,  the  profitability 
of  reverse  conversions  is  leading  some 
firms  to  overreach  themselves. 
Sources  say  that  some  brokers  are  dip- 
ping into  stock  that  is  not  on  margin 
and  therefore  restricted  from  being 
used  for  this  game. 

If  interest  rates  should  drop  sharply, 
of  course,  the  whole  game  could  be 
over.  That's  unlikely — though  it 
could  become  less  profitable.  A  more 
immediate  risk  is  that  there  will  be  a 
scandal,  and  the  game  will  be  spoiled 
for  everybody.  ■ 
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Kemper  Corp.,  the  regional  stockbroker's 
friend,  is  making  a  practice  of  beating  the 
big  hitters  of  Wall  Street. 

Attack, 
always  attack 


By  Maurice  Barnfather 

While  Prudential  acquired 
and  American  Express 
merged  with  stockbrokers, 
Kemper  Corp.  has  followed  a  quieter, 
subtler  strategy  to  transform  itself 
from  a  property/casualty  insurer  into  a 
broadly  diversified  financial  company. 
Chicago-based  Kemper 
has  relied  on  arrange- 
ments with  the  regional 
brokerage  houses, 
which  sell  41%  of  the 
new  business  Kemper 
writes  each  year  while 
passing  along  money  to 
Kemper's  money  mar- 
ket fund — now  $6.7  bil- 
lion from  $1.2  billion 
three  years  ago — and 
selling  other  Kemper  fi- 
nancial services. 

The  arrangements 
have  worked  well  for 
Chairman  Joseph  E. 
Luecke's  $2.1  billion 
(revenues)  company, 
bringing  its  nonproper- 
ty/casualty  insurance 
business  to  more  than 
50%  of  its  $83.3  million 
earnings — $6.34  per 
share — from  roughly 
30%  five  years  ago.  But 
now  Luecke,  a  30-year 
Kemper  veteran,  has  to 
be  looking  over  his  shoulder.  The  big 
fellows  are  going  after  the  regional 
brokers.  In  March,  Shearson/American 
Express  acquired  Seattle  broker  Foster 
&  Marshall  Inc.,  and  Prudential's 
Bache  is  prowling  the  same  regional 
fields. 

Is  Luecke  worried  that  the  20  or  so 
significant  (250  account  executives 
and  revenues  of  at  least  $55  million) 
regional  brokers  will  start  falling  like 


dominoes,  denying  Kemper  its  "sales 
force"?  "I'm  not  losing  sleep,"  he 
says.  "Our  best  defense  is  offense." 

He  went  on  the  attack  last  December 
when  Milwaukee-based  Loewi  Finan- 
cial Cos.  Ltd.  held  talks  with  two  un- 
identified suitors.  Kemper  manages  al- 
most $  1  billion  in  money  market  funds 
for  Loewi  clients.  That  business  might 


Kemper  Corp.  Chairman  Joseph  Luecke  and  President  James  Harding 
"Our  best  defense  is  offense." 


switch  to  an  aggressive  acquirer.  So 
Luecke  is  paying  $64  millionf  or  Loewi. 

Three  months  later,  Kemper 
Corp.'s  56%  owner — the  Lumber- 
mens  Mutual  Casualty  Co.,  which 
was  founded  in  1912  by  the  late 
James  Scott  Kemper — laid  out  more 
than  $50  million  to  pick  off  Los 
Angeles-based  Bateman  Eichler,  Hill 
Richards.  It  was  in  effect  a  dramatic 
rescue  because  Bateman  had  already 


agreed  to  be  taken  over  by  Bache 
whose  chairman,  Harry  A.  Jacobs  Jr. 
retired  to  lick  his  wounds,  mutter 
ing:  "This  isn't  the  real  estate  busi 
ness.  We  had  shaken  hands  on  thi 
two  weeks  ago." 

Kemper  was  quick  but,  say 
Luecke,  not  panicky.  The  compan 
realized  two  years  ago,  he  says,  that  ii 
had  to  secure  the  retail  outlets  offeree) 
by  the  regional  brokers  or  face  jeopar| 
dizing  its  future  growth  in  financial 
services. 

While  paying  the  going  rate,  2.5  to  3\ 
times  assets,  for  Loewi  and  Bateman 
Kemper  only  matched  the  price  offered 
by  its  rivals.  Did  Luecke  offer  an  added 
attraction?  "Kemper  attracted  us  be 
cause  we  could  retain  our  franchise  ancj 
name  and  have  operating  autonomy,' 
says  Loewi  CEO  Robert  Pagel.  "In  fact, 
three  stockbrokers  who  had  left  re< 
turned  because  of  Kemper."  Bateman 
Eichler's  vice  chairman,  Rockwell 
Schnabel,  joins  the  approving  chorusj 
"Kemper  will  let  us  remain  indepeni 
dent  with  all  our  staff  stayingin  place," 
he  says,  noting  that  Kemper  is  acquir- 
ing a  Bateman  leasing 
subsidiary  Bache  haq 
not  planned  to  buy. 

But  the  boss  of  one 
the  largest  regionals — 
Benjamin  F.  Edwards  oi 
A.G.  Edwards — is\ 
skeptical  of  all  the 
sweetness  and  light.  "Ij 
Loewi  has  a  bad  year, 
you  can  bet  Kemper 
will  get  out  the  knife 
and  they  don't  know 
the  business,"  he  says. 
To  which  the  tennis- 
loving  Luecke  volleys: 
"It's  because  we  don't 
know  the  business  that! 
we  won't  step  in." 

Thus  Luecke  seems 
to  be  offering  a  refuge 
in  Kemper  both  to  re 
gional  brokers  who 
want  to  sell  out  and  to 
those  who  wish  to  re- 
main independent. 
Clearly,    $3.8  billion 

  (assets),    $1.4  billion- 

cash-flow  Kemper  is  fighting  with  a 
weight  disadvantage  against  Pru's 
Bache  and  Shearson/Amex,  to  say 
nothing  of  Sears'  Dean  Witter.  But 
Luecke's  more  collaborative  strategy 
has  outclassed  the  big  boys  so  far — 
increasing  Kemper's  profits  while 
transforming  its  product  mix.  And  as 
recent  months  have  shown,  the  first 
non-Kemper  to  head  the  firm  doesn't 
only  win  at  tennis.  ■ 
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■  XJI  KSWAGI  N  Of  «MI  BIKA 


It's  not  what  you  think  it  is. 
(But  you're  close.) 


This  Volkswagen  Jetta  is  often 
onfused  with  another  well-known 
German  car. 

And  not  just  because  their  lines 
re  so  similar.  But  because  their 
ersonalities  are  so  similar. 

After  all,  both  were  designed  for 
ie  serious  driver. 
And  both  were  built  to  handle  the 


toughest  driving  challenges  Europe 
has  to  offer.  From  Alpine  curves  with 
no  guard  rails  to  autobahns  with  no 
speed  limits. 

Turn  these  remarkable  cars  loose 
on  a  really  demanding  road  and 
they'll  both  respond:  With  rambunc- 
tious performance.  Razor-sharp 
handling.  And  a  rarely-equalled 


Nothing  else  is  a  Volkswagen. 


feel  for  the  road. 

All  of  which  brings  up  a  rather 
obvious  question: 

Why  should  you  choose  Jetta 
over  the  other  car? 

Well,  the  fact  is  that  Jetta  has  a 
feature  that  makes  it  considerably 
easier  to  handle. 

A  considerably  smaller  price  tag. 

g 


WkoQ\NlN 

QFENERGYl 

Those  of  you  faced  with  the  frustrating  task  of  finding  the  right 
insurance  coverage  for  an  energy-related  risk  should  know  there  is  a 
comforting  alternative. 

AIG  Energy  Inc.  A  company  whose  every  ounce  of  energy  is  devoted 
solely  to  every  source  of  energy 

At  AIG  Energy  Inc.,  a  subsidiary  of  AIG,  you'll  find  people  with  a 
remarkable  amount  of  expertise  in  the  highly  technical  field  of  energy 
An  expertise  that  runs  the  gamut  from  the  most  common  forms  of  energy 
the  newly  emerging  technologies. 

It  is  this  expertise  that  leads  to  cost-saving,  tailor-made  comprehen- 
sive coverage.  In  fact,  you'd  be  hard  pressed  to  find  a  company,  or  even  a 
combination  of  companies  for  that  matter,  that  can  offer  you  more  help  inj 
more  areas,  in  more  cost-efficient  ways,  than  AIG  Energy,  Inc.  From  the 
simplest  to  the  most  complex  coverages.  In  every  form  of  energy.  From 
coal  mines  to  uranium  mines.  From  garbage  conversions  to  tar  sand 
extraction.  From  oil  to  solar. 

Incidentally,  for  over  60  years,  we've  seen  to  it  that  clients  have 
received  optimum  protection  against  things  like  hurricanes,  fires,  floods, 
employee  fraud  and  political  upheavals. 

Today  you'll  find  AIG  Companies  leading  the  way  in  insuring  global, 
pollution  and  all  types  of  property  and  casualty  risks,  to  mention  just  a  few. 

So  whatever  your  energy  project,  contact  AIG,  Department  A, 
70  Pine  Street,  New  York,  N.Y.  10270.  Or  your  broker. 

Looking  for  energy  is  a  big  job.  Looking  for  insurance  shouldn't  be. 


G  COMPANIES:  American  International  Underwriters,  American  Home  Assurance  Co.,  Commerce  and  Industry  Insurance  Co. ,  National  Union  Fire  Insurance  Company  of  Pittsburgh,  Pa. , 
nencan  International  Life  Assurance  Co. ,  North  American  Managers,  New  Hampshire  Insurance  Co.  and  over  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs. 


QnceAgmn 

ThEANSWERlsAlG. 


A  form  of  Parkinson 's  Law  operates  in  Hollywood,  a  place  where 
costs  seem  always  to  grow  faster  than  revenues. 


Good  luck, 
Coca-Cola 


By  Richard  L.  Stern 
with  Jon  Schriber 

P>  atti  Davis,  the  28-year-old 
"  daughter  of  oilman-turned- 
movie-mogul  Marvin  Davis,  was 
dressed  neck-to-toe  in  beige  Ultra- 
suede.  In  Hollywood  to  help  daddy 
run  Twentieth  Century-Fox,  for 
which  he  traded  a  heap  of  oil  wells 
last  year,  Patti  was  standing  in  front 
of  that  pink  stucco  palace  of  Holly- 
wood royalty,  the  Beverly  Hills  Hotel, 
where  she  lives — camps  out,  rather — 
in  an  $800-a-day  "cottage." 

A  small  fat  man,  a  near-nobody, 
approaches,  wearing  bright  slacks,  his 


shirt  unbuttoned  almost  to  the  waist. 
"How  are  ya,  Patti?"  he  ventures. 
"Fine,  just  fine,"  the  princess  mur- 
murs as  she  glides  into  the  backseat  of 
a  shiny  black  limousine. 

The  little  fat  man  is  in  seventh 
heaven.  She  spoke  to  him.  He  turns  to 
his  wife:  "Such  a  nice  girl,  Patti." 

Nice?  Well,  the  word  doesn't  mean 
quite  the  same  thing  in  Hollywood  as 
it  does  everywhere  else.  Here  it  means 
powerful.  Power  is  nice.  It's  instant 
recognition.  Power  is  a  desirable  table 
at  a  restaurant  like  Ma  Maison. 

You  thought  Hollywood  was  all 
about  making  money?  No,  it's  really 
about  power.  Power  and  fame.  The 


keys  to  the  kingdom?  Patti's  daddy 
has  a  set.  The  money's  almost  inci- 
dental. Only  one-fifth  of  the  135  ma- 
jor films  released  last  year  turned  a 
profit.  Virtually  all  of  the  MGM  pic- 
tures bombed — including  the  $22  mil- 
lion Pennies  Irani  Heaven  Columbia 
was  the  most  successful  of  the  stu- 
dios, thanks  to  winners  like  Stir  Crazyi 
and  Stripes — and  even  Columbia 
earned  only  $44  million  on  revenues 
of  $686  million.  But  these  are  just 
accountants'  numbers.  When  movies 
cost  up  to  $35  million  to  produce,  lots 
of  people  can  live  very  well.  The  cus- 
tom grew,  says  Frank  Rothman,  new 
chairman    of    financially  troubled 
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iMGM/UA,  of  paying  "stars  and  direc- 
tors $4  million  and  $5  million  up- 
lifront."  The  backers — the  investors,  if 
Byou  will — didn't  get  rich, 
fl  Into  this  insubstantial  world  has 
i/now  stepped  blue-chip  Coca-Cola, 
j .paying  $750  million  in  stock  to  ac- 
l|quire  Columbia  Pictures  and  promis- 
t!ing  more  investments  to  come.  Why? 

Fame.  Power.  Stars.  Sex.  They're 
I  all  still  there,  but  something  else 
:has  been  added:  cable  television  and 
iTsimilar  technologies  that  promise  to 
t:  broaden  the  market  for  Hollywood's 
t:  product  on  a  scale  hitherto  un- 
Itdreamt  of.  That's  what  Coke  says 
lilt's  after. 

^^ver  lunch  one  day  at  New  York's 
I  ^#Dorset  Hotel,  one  of  Hollywood's 
i  greats,  72-year-old  Arthur  Krim,  ex- 
i  plains  the  economics.  Krim,  who 
B  i  nursed  United  Artists  to  financial  sta- 
bility in  the  Fifties  and  Sixties  but  left 
Ijit  to  Transamerica's  hands  in  1978, 
51  notes:  "Virtually  no  one  would  have 
limade  any  money  last  year  without 
revenues  from  film  libraries,  sales  to 
television  and  cable." 

Until  recently  Krim  had  been  inde- 
pendently producing  films  under  his 
IjlOrion  Pictures  banner.  A  big  suc- 
IJcess?  No,  but  Krim,  too,  has  the 
[■keys  to  the  kingdom.  A  group  of 
llNew  York  financiers  has  bought 
|:|Krim  and  his  team — Eric  Pleskow 
,  [and  Mike  Medavoy — a  movie  com- 
||pany  all  their  own,  Filmways,  which 
fwas  teetering  on  bankruptcy. 

Why  can't  Hollywood  make  money 
|| without  cable?  Because  costs  rise 
i  [steadily  but  revenues  don't.  The  1.1 
i  pillion  tickets  sold  at  the  box  office  in 
jthe  U.S.  and  Canada  last  year  are 
•  about  equal  to  the  number  in  1978. 
The  average  ticket  price,  meanwhile, 


Alan  Hirshfield,  chairman  of 
Twentieth  Century-Fox,  main- 
tains that  screwing  up  is  no 
sin  in  movieland 
"This  industry  rewards 
failure  at  the  executive 
and  creative  levels.  You 
never  pay  the  piper." 


rose  only  from  $2.34  to  $2.78.  But  the 
cost  of  making  the  average  movie 
roughly  doubled,  to  $10.6  million. 
Add  $5  million  to  $8  million  for  ad- 
vertising, plus  prints  and  distribution 
fees,  and  add  in  a  couple  million  for 
interest  charges,  and  you're  talking 
about  a  product  that  needs  something 
like  $35  million  to  break  even.  Last 
year  only  eight  films  grossed  that 
much  in  domestic  rentals. 

Cut  to  Lee  Rich  having  canapes  one 
night  at  Lorimar's  studios  on  the 
MGM  lot.  Rich  runs  Lorimar,  and  he's 
trying  to  explain  why  he  failed  at 
bringing  the  success  of  TV  produc- 
tions like  Dallas  to  the  motion  picture 
business.  "A  TV  director  does  nine 
pages  of  script  a  day,  but  give  him  a 
theatrical  movie  and  he's  doing  half  a 
page  a  day,"  exclaims  Rich,  shaking 


Paramount's  Bany  Diller  helped 
sell  Reds  to  a  British  hank  as  a 
tax  shelter  when  it  went  over 
budget 

"The  real  sin  of  Heaven's  Gate 
was  not  that  United  Artists 
took  a  creative  risk  but  that 
the  company  was  fully  ex- 
posed financially." 


his  head  in  wonder  and  disbelief. 
Thus  do  costs  expand  to  meet  rev- 
enues. This  is  a  lesson  that  Holly- 
wood teaches  outsiders  again  and 
again.  The  big  team  of  Krim,  Pleskow 
and  Medavoy  finally  left  Transameri- 
ca  after  much  disgruntled  bickering. 
It  was  no  small  matter  that  Medavoy 
wanted  a  Porsche.  The  execs  at  TA 
said  that  for  his  rank  he  could  get  only 
a  Ford  Fairlane. 

Following  the  big  success  in  the 
mid-1960s  of  such  films  as  Doctor  Zhi- 
vago,  The  Sound  of  Music  and  Mary  Pop- 
phis,  outside  corporations  rushed  in  to 
buy  up  movie  studios.  Two  of  them — 
Gulf  &  Western,  which  bought  Para- 
mount, and  National  Kinney  Corp., 
which  changed  its  name  to  Warner 
Communications — are  still  there. 
However,  Transamerica  retreated.  So 
did  Avco,  CBS  and  ABC.  In  the  1960s, 
when  a  lot  of  outsiders  got  in,  the 
combination  of  hit  movies  and  big 
profits  from  TV  shows  led  some  to 
believe  that  you  couldn't  lose  money 
in  Hollywood. 

Some  newcomers  who  came  into 
the  business  did  not  reckon  with  one 
important  factor  that  gives  the  big 
studios  a  lock  on  profits.  It's  called  a 
distribution  system,  and  it  operates  a 
lot  like  a  real  business.  People  in  of- 
fices around  the  world  negotiate  with 
theater  owners  over  who  shows  what 
when.  Independents  distribute  their 
movies  through  the  studios,  and  the 
studios  take  30%  to  35%  of  the  gross 
rentals  for  the  service.  That  means  a 
picture  can  be  a  big  loser  for  its  back- 
ers and  still  do  very  well  for  the  folks 
who  distribute  it. 

Indeed,  a  quarter  to  a  half  of  all  the 
pictures  the  studios  are  distributing 
these  days  come  from  independent 
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,o^>°     Vs      ^      ^     V°  ^ 

Funisourbusine 


Known  for  many  innovations 
which  have  revolutionized  the 
theme  parks  industry,  Bally's 
Six  Flags  Corporation  is  the 
nation's  leading  operator  of 
family  attractions. 


Great  aircraft  don't  just  happen  . 
They  were  designed  that  way! 


Example:  our  HS  125,  long  the  best-selling 
midsize  business  jet  in  world  service. 

It  turns  up  everywhere  .  .  .  more  than  314  have 
been  delivered  in  North  America  alone.  Because  it 
turned  out  beautifully,  as  intended  by  our  airline 
design  team  who  engineered  it  from  the  inside  out 
with  nothing  but  the  best  in  mind.  And  the  HS  125 
is  beautifully  turned  out,  in  the  British  manner, 
from  nose  to  tail — and  a  large  percentage  of  it  is 
GS  made — engines,  avionics  and  many  of  its 
systems  components.  Completion  also  takes  place 
in  North  America  to  the  customer's  specification  at 
his  choice  of  seven  centers  experienced  with  the 
Series  700.  After  completion  there  are  13  service 
centers  in  North  America  approved  by  British 
Aerospace  and  6  British  Aerospace  regional 
technical  offices,  all  to  provide  backup. 

Our  Spares  Support  Center  at  Dulles  International 
Airport  provides  dependable  parts  backup  and 
service  from  an  inventory — now  over  $32 
million — identical  to  that  supplied  to  CIS  airlines 
operating  our  equipment. 


British  Aerospace  is  the  world's  only  aerospace 
firm  designing  and  building  commercial  airliners 
and  business  aircraft.  Our  engineers  drew  from  a 
70-year  heritage  of  air  transport  and  military 
experience  in  developing  the  Series  700.  That's 
why  it  combines  so  many  desirable  features  and 
characteristics  .  .  .  from  its  99+%  fleet  dispatch 
reliability  and  its  low  maintenance,  operating,  and 
first  costs  .  .  .  from  airframe  ruggedness  to 
executive  cabin  amenities — and  headroom. 

For  more  information  or  to  arrange  for  a 
demonstration  flight,  call  Kenneth  C.  Spinney, 
Vice  President-Marketing,  at  703/435-9100.  Or 
write  him  at  British  Aerospace,  Inc.,  Box  17414, 
Dulles  International  Airport,  Washington,  DC 
20041-0414. 

For  a  free  copy  of 
Roots  in  the  Sky — a 
96-page  history  of 

uf^n^rieTS  MS  f25  Series 700 & 

head.  Only  1000  left,    BfiT/T/SH  AEROSPACE  INC 

SO    it's    first-COfTie,     Washington  •  Wilmington,  DE  •  Los  Angeles 
first-Served.  Chicago  •  Houston  •  New  York  •  Montreal  •  Mexico  Cit 


>roducers.  Small  wonder!  "A  major 
eason  the  independent  producers 
lave  so  much  trouble,"  says  Fay  Vin- 
:ent,  president  of  Columbia  Pictures 
ndustries,  "is  because  they  don't  con- 
rol  their  own  distribution.  If  a  picture 
s  a  reasonable  success  at  the  box  of- 
ice,  the  distribution  fee  would  pro- 
vide Columbia  with  a  fine  profit." 
Coca-Cola  realized  that  when  it 
ought  Columbia  recently.  But  Coke 
learly  is  betting  on  something  else  as 
ell:  the  postindustrial  telecom- 
unications  revolution. 

Cut  to  Alan  Hirshfield  sitting  in  his 
nicely  appointed  office  in  the  bar- 
racks-like administration  building  on 
the  Fox  lot.  Someday  soon,  Fox'  Mar- 
vin Davis  hopes  to  put  a  high-rise 
condominium  right  here.  Maybe 
they'll  drive  a  steel  beam  through 
what  is  now  Hirshfield's  fireplace. 
Perhaps  they'll  decimate  the  outer  of- 
fice where,  for  now,  workmen  are  lay- 
ng  new  carpeting. 

The  phone  rings  incessantly.  "Just 
et  it  ring,"  says  Hirshfield,  "it's  only 
herry."  Sherry?  He  means  Sherry 
ansing,  a  former  model  who  heads 
ilm  production  at  Fox.  That's  power 
or  you.  Number  two  is  calling  and 
ou  let  it  ring. 

"When  I  came  out  here,"  Hirshfield 
xplains,  "we  were  trying  to  pick  up 
very  other  movie  that  was  made.  I 
old  Sherry  to  take  her  time.  Some- 
imes  it's  better  to  go  hungry  than  to 


get  poisoned."  There's  been  plenty  of 
poison  lately.  And  there's  that  tough 
new  owner  looking  over  Hirshfield's 
shoulder. 

Cable?  Satellites?  The  communica- 
tions revolution?  Hirshfield  thinks  it 
will  be  at  least  1985  before  Hollywood 
can  start  digging  into  the  potential  pot 
of  gold.  It  will  take  that  long  for  this 
technology  to  develop  to  the  point 
where  pay-per-view  and  other  big  rev- 
enue generators  are  viable.  Right  now, 
he  says,  cable  is  hurting  box  office, 
keeping  people  away  from  the  movie 
theaters. 

While  he  was  at  Orion,  Arthur  Knm 
did  lease  the  TV  rights  to  Sharky's Ma- 
chine, starring  Burt  Reynolds,  for  $7.5 
million,  and  he  got  another  $7  million 
from  cable.  But  it  was  a  special  pic- 
ture. So  was  Jaws,  which  was  sold  to 
TV  for  $25  million,  say  its  producers, 
Richard  Zanuck  and  David  Brown. 
What  about  all  those  flicks  that  TV 
wasn't  excited  about?  That's  the  way 
Hollywood  is:  The  failures  are  quick- 
ly forgotten.  "I  think  the  next  two 
years  are  going  to  be  worse  than  the 
last  two  years,"  concludes  Hirshfield. 
"There  is  going  to  be  a  lot  of  blood 
spilled.  The  new  Hollywood  game  is 
survival." 

So  while  Wall  Street  dreams  golden 
Hollywood  dreams,  the  reality  is  still 
harsh.  Just  ask  the  makeup  men,  set 
designers,  technicians  and  carpen- 
ters— Hollywood's  equivalent  of  Wall 


Frank  Rothman,  the  new 
boss  of  MGMIUA,  declares 
he's  keeping  movie  budgets 
under  $7. 5  mi/lion 
"iVo  more  paying  stars 
and  directors  $4  mil- 
lion and  $5  million 
upfront.  They  are 
going  to  have  to  take 
the  risks  with  everyone 
else." 


In 

New  York, 

who  offers 
you 

more  than  just 
a  beautiful 
room? 


We  do.  We  know  the  hotel  services 
and  features  that  are  most  impor- 
tant to  you  when  you  are  away 
from  home.  We  asked  you,  and  you 
told  us.  You  can  count  on  them 
at  The  Westbury,  a  Trusthouse 
Forte  exclusive  hotel: 

1  Quick  and  friendly  arrival  and 
departure  service. 

2  Excellent  telephone  and  mes- 
sage service  which  gets  messages 
to  you  promptly. 

3  Full  European-style  concierge 
service  for  all  guests,  not  just  a 
selected  few. 

4  True  24-hour  room  service, 
serving  fine  food  promptly. 

5  Personal  attention  which  makes 
you  feel  like  our  only  guest. 

6  Outstanding  room  decor  and 
immaculate  housekeeping. 

7  Exceptional  value.  Guest  rooms 
from  $95. 

For  reservations,  see  your  travel 
agent,  call  the  hotel  at  535-2000, 
or  toll-free  800-223-5672  nation- 
wide; 800-442-5886  in  New  York 
State. 


Madison  Avenue  at  69th  Street 
New  York,  N.Y  10021 


A  Trusthouse  Forte  exclusive  hotel 
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Street's  back  office  staff.  You  see  a  lot 
of  them  at  the  state  unemployment 
office  on  Santa  Monica  Boulevard. 
The  lines  are  so  long  because  the  stu- 
dios have  already  begun  to  cut  back. 
Only  23  films  went  into  production  in 
the  first  two  months  of  this  year, 
compared  with  45  in  January  and  Feb- 
ruary of  1981. 

Dissolve  from  unemployment  of- 
fice and  move  to  the  Dorothy 
Chandler  Pavilion.  Standing  before 
his  peers  on  Oscar  night,  with  a 
white-toothed  grin  that  is  carried  by 
satellite  to  millions  around  the  world, 
Warren  Beatty  accepts  an  Oscar  as 
best  director  for  Reds.  It  is  a  film  that 
cost  $32  million.  Beatty  thanks  Barry 
Diller,  the  head  of  Paramount,  and 
Charlie  Bluhdorn,  who  heads  Para- 
mount's  parent,  Gulf  &  Western,  for 
allowing  him  to  make  Reds. 

There's  more  than  a  little  irony 
here,  and  Bluhdorn  and  Diller  have 
little  reason  to  be  amused.  Reds  has 
been  a  box  office  disappointment, 
grossing  a  mere  $39  million  to  date — 
40%  of  what  the  experts  say  is  needed 
to  break  even.  Later  that  evening,  at- 
tendees at  literary  agent  Swifty  La- 
zar's  party  notice  that  Beatty  is  not 
too  happy  that  it  was  Chariots  of  Fire 
that  won  the  best  picture  award.  "I 
thought  the  king,  Warren  Beatty,  was 
a  bit  annoyed,"  says  Beverly  Hills  jet- 
setter  Lady  Rothermere.  Warren  Beat- 
ty outclassed  by  a  cheapie!  Chariots 
cost  a  piddling  $5.6  million  to  make. 

Reds  may  well  win  last  year's  prize 
for  self-indulgence  and  insanity  in 
contemporary  Hollywood.  It  is  by  no 
means  unique,  though.  There  was  Mi- 
chael Cimino's  $36  million  debacle, 
Heaven's  Gate,  and  other  disasters. 
"Robert  Altman  cost  this  studio  $26 
million,  and  he  complained,  publicly, 


Sid  Sheinberg,  president  of  MCA, 
says  too  many  film  executives 
don't  understand  that  making 
movies  really  is  a  business  . 
"The  Polo  Lounge  syndrome 
of  doing  a  deal  for  a 
deal's  sake  has  got  to  stop 
or  we're  all  going  down  the 
toilet." 


that  we  wouldn't  release  his  picture, 
Health,"  says  Hirshfield.  "No  one 
wanted  it.  That's  why  we  didn't  re- 
lease it." 

Charlie  Bluhdorn  saw  what  was 
coming  with  Reds.  With  the  film  way 
over  budget,  Paramount  sold  the  mov- 
ie in  a  tax-shelter  leaseback  deal  to  a 
subsidiary  of  London-based  Barclays 
Bank.  "We  were  less  exposed  than 
with  a  movie  4  to  5  times  smaller," 
says  Diller.  Under  a  loophole  in  the 
British  tax  law  that  was  closed  last 
month,  Barclays  had  been  buying 
many  movie  properties.  Profits 
weren't  essential,  since  Barclays  was 
able  to  write  down  the  cost  of  the 
movies  against  other  profits  in  the 


first  year.  It  became  an  investment 
bonanza  for  some  studios. 

Indeed,  Hollywood  executives  are 
looking  as  never  before  for  outside! 
money.  It  is  nothing  new,  of  course,! 
for  the  establishment  to  go  outside  for 
backers  when  things  look  their  worst. 
Why  risk  your  own  capital?  Herbert 
Allen,  the  Wall  Street  entrepreneur, 
took  Coke  stock  when  he  sold  Co- 
lumbia Pictures.  He  remains  at  Co- 
lumbia as  a  $250,000-a-year  consul- 
tant. "Coke  can  help  us  with  some 
future  acquisitions,  possibly  with 
some  more  television  stations,"  he 
says,  fust  last  year  MGM  raised  $40 
million  through  Merrill  Lynch  to  fi- 
nance a  number  of  movies. 

So  far,  three  of  these  Merrill  mov- 
ies— Pennies  From  Heaven,  Rich  And 
Famous  and  All  The  Marbles — have 
bombed.  If  the  one  still-to-be-released 
film,  Poltergeist,  directed  by  Steven 
Spielberg,  doesn't  make  it,  the  invest- 
ment comes  up  zilch.  Undaunted, 
Merrill  now  is  preparing  a  similar  deal 
for  Columbia,  where  Fay  Vincent  says 
he  hopes  to  finance  at  least  50%  of 
1982  production  costs  with  outside 
money.  That's  up  from  40%  last  year. 
Such  financing  "is  a  significant  fact  in 
avoiding  catastrophic  losses,"  says 
Vincent.  Caveat  investors! 

Still,  the  would-be  angels  line  up. 
Hollywood  has  almost  always  been 
able  to  attract  money  on  good  terms. 
Even  after  Arthur  Krim  departed  and 
Transamerica  made  a  mess  out  of 
United  Artists,  the  San  Francisco  con- 
glomerate was  able  to  sell  out  to  Kirk 
Kerkorian  for  $380  million — or  $140 


Frank  Price,  Hollywood's 
newest  golden  boy, 
runs  Columbia  Pictures 
Coca-Cola  is  buying 
his  company  for  $750 
million  and  hopes  to 
keep  him  happy  with  a 
juicy  $10  million  employ- 
ment contract. 
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PHONE  RATES 
MAY  DOUBLE 

Justice  Department/AT&T 
Settlement  May  Cause  Business 
Phone  Bills  to  Skyrocket. 


Concern  that  the  recent  anti-trust 
settlement  could  result  in  sharply 
higher  local  phone  rates  was  voiced 
by  two  Senate  panels  and  House  sub- 
committees investigating  the  consent  / 
proposal.  A  state  panel  formed I  to  / 
study  the  potential  effect  of  the  setiie- 
™&r,t  ii^Q  con(»iii/Wi  that  tf1" 


Don't  get  macL 
Get  even* 


»wer  your  monthly 
phone  bills  now  by 
owning  your  own 
Executone8  Business 
Phone  System. 

Congressional,  State  and  busi- 
ness spokesmen  have  expressed 
concern  that  local  phone  rates 
pay  increase  as  a  result  of  the 
recent  Justice  Department/ 
AT&T  anti-trust  settlement. 

This  heavy  burden  comes  at 
i  time  when  American  business 
:an  ill-afford  additional  profit 
drains.  There  is  one  sure  way  for 
your  business  to  effectively 
ight  a  rapid  increase  in  phone 
Dills.  You  can  purchase  an 
executone  business  phone  sys- 
:em  and  save  money  by  freeing 
/ourself  forever  from  monthly 
3hone  company  equipment 
charges.  Whether  you  have 
5  phones  or  5,000,  the  Justice 


Department/AT&T  settlement 
makes  it  vital  to  own  your  own 
Executone  phone  system  now,  to 
help  cushion  the  blow  of  higher 
local  usage  charges.  And  you'll 
get  a  reliable  phone  system, 
with  advanced  features  that  in- 
crease productivity  throughout 
your  entire  organization. 

Even  if  you  have  as  few  as 
5  phones,  you  can  own  an  ad- 
vanced Executone  electronic 
system  and  get  many  of  the 
same  technological  advantages 
as  the  biggest  operators. 

Executone  Inc.  is  the 
nation's  largest  independent 
designer,  manufacturer  and 
marketer  of  telephone  systems, 
serving  businesses  for  over  45 
years  through  over  200  inde- 
pendent locations  nationwide. 

So  with  your  business  threat- 
ened by  staggering  increases  in 
phone  bills,  don't  get  mad. 


Get  your  own  Executone  business 
phone  system.  And  get  even. 

Call  800-645-7246. 
In  New  York  State  call 
800-632-7099. 


I  -N^^— —  ■  , 

Executone  inc. 

THE  NATIONWIDE  BUSINESS  PHONE  COMPANY SM 
GD  A  Member  of  Continental  Telecom  System 

Tell  me  more  about  how  to  save  money  on 
monthly  phone  equipment  charges. 

□  Please  send  me  descriptive  brochure. 

\~2  Have  representative  phone  tor  appointment. 


Firm 

No.  of  Phones 

Srrppr 

Piry 

Stare 

Zip 

MAIL  TO 

Executone  Inc 

1  1  5 

Twojericho  Pla: 

i.Jetiehq.N.Y.  11753 

\  IWUJCIIU1UJ  lastly  J  CI  IV_  1  IU,  1  ^  .  1  .  I  1  (  J  > 

Executone*  is  a  registered  trademark  of  Executone  Inc. 


"We  gained  a  full-time  managemer 


Tell  us  about  this  facility,  Mr. 
Lyons. 

Boston  City  Hospital  is  com- 
prised of  31  buildings  that  range 
in  age  from  4  to  110  years  old 
and  covers  more  than  1.7  million 
square  feet.  The  hospital's  Me- 
chanical Plant  is  an  18,000 
square-foot  building  providing 
energy  distribution  services  for 
the  whole  hospital  complex,  in- 
cluding the  500,000  square-foot 
Ambulatory  Care  Center. 


What's  involved  in  keeping  a 
hospital  like  this  running 
smoothly? 

We  have  to  insure  prompt  and 
efficient  service  of  building 
equipment  in  emergencies,  as 
well  as  on  a  daily  basis.  We  have 
to  take  into  account  the  24  hour- 
a-day  safety  and  comfort  of  pa- 
tients, and  the  requirements  of 
the  Joint  Commission  of  Hospi- 
tal Accreditation.  And,  of 
course,  we  want  to  achieve  all 
this  in  the  most  cost-effective 
manner. 


How  do  you  achieve  all  thi: 

We're  under  a  Building  Opel 
tions  Contract  with  Johns 
Controls.  The  contract  gi\i 
them  complete  responsibility 
all  preventive  maintenance  ai 
repair  for  virtually  every  bui 
ing  system  and  some  medi< 
systems  at  the  Ambulatory  Ca 
Center.  Johnson  Controls  al 
assumes  responsibility  for  da| 
operations  of  the  Mechanic 
Plant  through  a  computeriz 
building  automation  system  aj 
through  conventional  tea 
niques.  Its  success  is  measur 
by  performance  and  reductia 
in  operating  costs. 


Managing  Energy, 

Comfort  &  Protection 


Johnson  Controls,  Inc.    P.O.  Box  423    Milwaukee,  Wl  53201 


EJohnson  Controls.  Inc.  1 9 


>am  and  reduced  energy  30%" 


inds  like  it's  paying  off  for 

i. 

I  worked  diligently  with 
nson  Controls  toward  con- 
ning energy  and  have  shown 
0%  reduction  in  energy  use 
r  a  two  year  period  with  no 
ie  expenditures.  The  equip- 
it  in  our  Mechanical  Plant  is 
th  millions  of  dollars.  With 
'i  type  of  service  contract, 
nson  Controls,  for  all  intents 
purposes,  owns  the  equip- 
it.  They  replace  it  if  it  breaks 
m.  That  makes  it  incumbent 
them  to  keep  it  very  well 
intained. 


Any  other  benefits  ? 

Definitely!  The  Hospital  man- 
agement and  maintenance  staff 
members  are  civil  service  em- 
ployees. They're  good  at  their 
work,  but  they  didn't  have  the 
benefit  of  state-of-the-art  train- 
ing for  using  and  maintaining 
the  sophisticated  equipment  in 
the  Mechanical  Plant.  Johnson 
Controls  supplies  a  full-time 
management  team  to  provide  all 
operational  and  mechanical  ser- 
vices. 


Then  you're  satisfied  with 
Johnson  Controls? 

Our  relationship  with  Johnson 
Controls  has  been  excellent.  I 
think  the  advantage  of  working 
with  a  large  international  com- 
pany is  that  they  have  the 
resources  to  get  things  done 
much  quicker  than  small  local 
maintenance  companies.  The 
end  result  is  a  contract  that 
costs  appreciably  less  than  what 
our  costs  would  be  if  we  had  the 
usual  contracts  with  a  number 
of  maintenance  firms. 

Thomas  P.  Lyons 
Deputy  Commissioner 
of  Health  Facilities 
City  of  Boston 
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million  more  than  it  paid  to  buy  UA. 

During  separate  interviews,  Hirsh- 
field  and  Diller  both  remarked:  "You 
can't  kill  a  studio  with  a  stick."  Ker- 
korian  surely  believes  that  too,  and  if 
worse  comes  to  worst  he  could  prob- 
ably find  a  buyer  for  MGM/UA.  Hol- 
lywood's biggest  hedge  of  all  is  the 
outsider  who  always  wants  to  get  in. 
Remember  Howard  Hughes.  Hughes' 
ownership  of  RKO  was  a  financial  di- 
saster. But,  what  the  hell,  he  could 
afford  it.  These  days  there  are  people 
like  Jack  Singer,  a  Canadian  real  es- 
tate developer.  Even  though  Francis 
Coppola's  1979  epic  Apocalypse  Now  is 
only  beginning  to  turn  a  profit,  Singer 
helped  finance  One  From  The  Heart — a 
$23  million  picture  whose  box  office 
failure  is  one  reason  for  Coppola  put- 
ting up  the  "for  sale"  sign  on  his  Zoe- 
trope  Studios'  facilities. 

Marvin  Davis?  Ah,  he  may  be  dif- 
ferent. "He  never  paid  to  see  the  bot- 
tom of  an  oil  well  he  dug,"  says  a 
Texas  geologist.  Davis,  who  can 
hedge  his  bets  with  the  best  of  them, 
played  the  oil-drilling  game  by  fully 
financing  his  wells  with  outside  mon- 
ey while  keeping  one-quarter  of  the 
profits  for  himself.  No  matter  then 
that  the  first  80  wells  he  dug  came  up 
dry.  In  the  end  he  sold  off  $600  mil- 
lion of  his  properties  to  Hiram  Walk- 
er, which  is  now  taking  major  write- 
downs in  its  reserves. 

Did  Davis  use  all  that  oil  profit  to 
buy  Fox?  Certainly  not.  The  word  is 
that  he  actually  has  put  up  only  $23 
million  in  cash.  There  are  bank  loans 
and  partners  like  Aetna  Life  &  Casu- 
alty to  help  develop  the  Fox  lot,  sit- 
ting next  to  the  billion-dollar  Century 
City.  There'  are  also  Pebble  Beach  and 
Aspen  real  estate  investments — all,  of 


Robert  Daly  beads  Warner 
Brothers.  Along  with  indepen- 
dent producer  Alan  Laddjr., 
he  picked  up  Chariots  of  J-'ire 
when  Fox  didn't  want  it 
"The  beauty  of  Chariots 
is  that  at  a  cost  of  $5.6 
million,  it  is  highly  profit- 
able at  $17  million." 


course,  valuable  properties  that  can 
be  sold  off.  Davis  might  believe  that 
Fox'  library  may  be  better  than  oil  in 
the  ground.  It's  reusable. 

It  is  interesting  to  note  that  the  two 
other  outside-owned  companies  that 
manage  to  survive  and  prosper  in  the 
movie  business,  Warner  Brothers  and 
Paramount,  have  learned  how  to  rec- 
oncile Hollywood's  vainglorious  ways 
with  sound  business  practices.  And 
Universale  parent,  MCA,  though 
spawned  as  an  entertainment  entity, 
runs  a  tight  show.  Not  that  G&W's 
Bluhdorn  doesn't  appreciate  a  little 
flash.  "I'll  never  forget  how  Charlie 
came  flying  in  by  helicopter  to  the 
location  of  his  first  project,  Paint  Your 
Wagon.  He  had  a  kid's  grin  on  his  face. 
You  just  know  he  absolutely  loved 
it,"  says  a  former  Paramount  official. 
But  Bluhdorn  never  takes  his  eyes  off 
the  bottom  line. 

What  of  Coca-Cola?  Is  it  just  buying 
a  piece  of  the  glitter?  Or  does  it  bring 
something  more  than  money  to  the 
merger?  That  remains  to  be  seen.  The 
company  to  catch,  of  course,  is  Warner 
Communications,  which  dominates 
the  video  game  business  and  is  knee- 
deep  in  cable.  Warner  saw  the  video 
revolution  coming  in  both  software 
and  hardware. 

"We  missed  out  on  TV,"  says 
Hirshfield,  speaking  for  all  of  Holly- 
wood. Warner,  after  all,  is  an  invader 
from  New  York.  "We  allowed  [Time 
Inc.'s]  HBO  to  become  a  virtual  mo- 
nopoly by  selling  it  our  movies."  The 
studios  now  are  scrambling  to  make 
deals  with  cable  companies  and  net- 
works. But  Warner,  with  Atari  and 
Warner-Amex,  is  already  there. 

What  of  movies  in  theaters?  Hirsh- 
field points  out  that  the  U.S.  popula- 


tion, at  least,  is  aging  and  therefore 
will  stay  home  more.  "The  theater,'' 
he   declares,   "will   be   for  special 

events." 

Meanwhile,  the  line  grows  longer  at 
the  unemployment  insurance  office 
in  West  Hollywood  where  the 
"grips,"  movie  lingo  for  people  who 
carry  things  on  the  set,  earn  $1,000  a 
week  when  they  work.  On  the  dole, 
they  get  $135.  And  not  only  grips  are 
looking  for  work.  CBS  says  Michael 
Levy,  who  headed  its  filmmaking  di- 
vision, "resigned."  But  there  are  rui 
mors  of  cost  overruns  and  other  un- 
pleasantness. Even  though  the  com- 
pany indicates  that  Levy's  departure 
means  no  change  in  plans,  few  people 
expect  to  see  many  new  films  from 
CBS.  Or  take  Time  Inc.,  owner  on 
HBO,  which  also  recently  decided 
that  making  films  wasn't  its  business. 

Kirk  Kerkorian,  staggering  under 
$675  million  in  debt  at  MGM/UA,  isi 
struggling  to  stay  solvent.  The  word  is 
out  that  no  new  film  is  to  cost  more 
than  $7.5  million.  MGM/UA  is  bet- 
ting on  sequels  as  a  fairly  safe  gamble, 
releasing  Rocky  III  and  a  new  Jamesi 
Bond  flick.  Its  title?  Octopussy.  Even 
so,  not  everybody  is  sure  Kirk  is  going 
to  pull  through. 

The  Polo  Lounge  of  the  Beverly 
Hills  Hotel  is  two  middle-size  rooms 
where  they  bring  telephones  to  the 
tables.  It's  always  crowded,  a  place:1 
where  deals,  near-deals  and  pseudo- 
deals  are  made  daily,  a  place  where 
Hollywood's  tastelessness  is  at  its  ze- 
nith. A  man  at  a  corner  table  in  a| 
jogging  suit  takes  the  big  cigar  out  of: 
his  mouth  and  declares:  "That  picture 
has  real  heart."  He  means  he  expects 
it  to  bomb. 

Good  luck,  Coca-Cola.  ■ 
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When  you  decide  on  a  Sharp  SF-770  Copier 

IT'S  A  VALUE 


JUDGMENT. 


'  Matter  of  fact,  as  you  read 
ii/ou  can't  help  but  see  with 
•  own  eyes  why  our  new 
)p  SF-770  Copier  is  just 
!e  valuable,  period. 
I  Maybe  that's  because  it's 
imore  going  for  it,  more  raw 
I  ntial,  more  features  fea- 
|d,  than  any  other  copier  in 
lass. 

Maybe  it's  our  self- 
nosis. 

i  The  Sharp  SF-770,  with  its 
I  self-diagnostic  capabilities, 


Qui  o 

_  ■« 

1.1 

—J      4  j 

j  tell  you  all  by  itself  when  it's 
gry  or  thirsty  for  more  paper 
Dner  {dry -toner,  of  course). 
Or  if  something  went  down 


the  wrong  pipe  (which  is  rare). 

Point  is,  you  know  just  how 
your  copier  is  feeling  at  all  times 
That's  because  we  believe  in 
preventive  medicine. 
Maybe  it's  our  split 
personality. 

Paper- size 
wise,  that 
is.  We  can 
copy 

H"xl7"or81/2"xll"or 
even  down  to  invoice 
size  just  by  switching 
paper  cassettes. 

We  can  even  be  a 
2-faced  copier  as 
well,  because 
you  can  copy  on 
both  sides  of  our 
2-sized  paper. 
Double-duty! 


Maybe  it's  our  flip-top  box. 

The  Sharp  SF-770  doesn't 
clam-up  on  you  when  you've  got 
a  problem.  Quite  to  the  contrary. 

If  your  copier  is  on  the  blink, 
our  easy-to-service  "clamshell 
design"  makes  the  job  a  breeze 
for  rapid  repairs. 

Maybe  it's  just 
because  were 
Sharp. 
That's  a  good 
enough  reason  right 
there  to  look  into  a  new 
Sharp  SF-770  copier. 
)  It  gives  you  much 
more  for  much  less. 
And  isn't  that 
what  value  is  all  about? 

Call  toU  free  800- 
447-4700.  (In  Illinois, 
800-322-4400.) 


r 


Sharp  Electronics  Corp. 
P.O.  Box  204 
Wayne,  N.J.  07470 

□  Please  send  me  more 
information  about  the 
Sharp  SF-770. 

□  Please  set  up 

a  demonstration. 


Name- 
Tide- 


AUTHORIZED 


^DEALERS 


Company- 

Street  

City  

State  

Phone. 


(Area  Code) 
Dept.-O-CPD-F-5-10 


C.S-00S  41025 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS. 


Here  are  a  few  tips  on  how  to  read  those 
new  annual  reports  intelligently. 


Reading  between 
the  lines 


By  Aaron  Bernstein 

With  annual  reports  arriv- 
ing in  the  mail  almost  daily 
now,  a  short  primer  on  what 
to  look  for  this  year  may  be  in  order. 

A joyous  LIFO 

You've  probably  always  thought  of 
LIFO  (last  in,  first  out)  inventory  ac- 
counting as  a  conservative  technique 
that  tends  to  depress  earnings.  That's 
generally  true.  But,  since  LIFO  match- 
es current  sales  against  latest  costs, 
earnings  can  be  dramatically  buoyed 
when  inventories  are  cut  and  the  lat- 
est costs  get  older  and  older,  lower 
and  lower. 

"A  full  year  of  high  interest  rates 
and  slow  sales  has  led  to  strong  pres- 
sure to  cut  inventories,"  says 
Seidman  &  Seidman's  Harvey 
Moskowitz.  "This  is  something  I 
think  readers  should  look  for  because 
it  inflates  earnings." 

Take  Texaco.  High  interest  rates 
and  an  oil  glut  caused  Texaco  to  cut 
inventories  by  16%.  The  LIFO  cush- 
ion that  was  built  into  those  barrels 
over  the  years  amounted  to  $454  mil- 
lion, and  transformed  what  would 
have  been  a  drop  in  net  income  into  a 
modest  gain.  Texaco's  annual  report 
revealed  that. 

Spicing  up  income 

Last  year  a  number  of  firms  re- 
ceived a  much-needed  shot  in  the  arm 
from  the  Economic  Recovery  Tax 
Act's  provision  for  selling  tax  bene- 
fits. These  sales  are  one-time  deals 
and  shouldn't  be  confused  with  high- 
er earnings  resulting  from  better  sales 
or  margins. 

Moore  McCormack  Resources,  a 
$766  million  natural  resources  con- 
glomerate, for  instance,  netted  a  nice 
$5.5  million  from  sales  of  investment 


credits  and  depreciation  deductions. 
That  brought  net  income  up  to  $51.3 
million  in  1981  from  $47  million  in 
1980.  Without  those  sales,  income  for 
1981  is  down  slightly  from  the  pre- 
vious, year. 

It  sounds  better  in  translation 

For  years  now,  companies  have 
been  complaining  about  the  adverse 
effect  of  accounting  for  foreign  cur- 
rency translations.  Now  that  the 
FASB  has  finally  taken  steps  to  make 
translations  painless,  you  can  bet  that 
companies  aren't  going  to  complain 
in  their  presidents'  letters  that  earn- 
ings have  been  improved  as  a  result. 

Although  the  new  rule,  FASB  State- 
ment 52,  won't  be  mandatory  until 
Dec.  15,  1982,  a  number  of  firms 
elected  to  adopt  it  last  year.  In  fact, 
some  even  picked  up  the  new  ac- 
counting method  retroactively,  which 
the  FASB  permits. 

Xerox  chose  to  take  advantage  of 
the  new  rule  this  way  and  altered  its 
results  back  four  years.  Net  income  as 
reported  in  their  new  annual  is  $7.08 
in  1981,  up  from  $6.69  in  1980  and 
$6.12  in  1979. 

Without  the  new  rule,  Xerox'  1981 
net  income  drops  31  cents,  to  $6.77, 
as  compared  with  increases  to  $7.24 


in  1980  and  $6.60  the  year  before.  A| 
somewhat  different  picture. 

Watch  the  actuaries 

With  interest  rates  seemingly  glued 
to  the  heavens,  a  number  of  firms 
have  changed  their  assumptions 
about  how  much  money  their  pension 
plans  will  earn  for  many  years  to 
come.  By  raising  your  interest  rate 
assumptions,  you  can  put  vastly  few- 
er dollars  into  the  pension  plan  in  a 
given  year.  Presto:  higher  earnings. 

General  Motors,  for  instance,  ex- 
plains in  a  note  that  it  changed  its 
assumed  rate  of  return  on  its  pension 
fund  from  6%  to  7%  last  year.  That 
added  69  cents  a  share  to  GM's  bot- 
tom line — which  amounts  to  over 
half  of  its  $1.07  net  earnings  in  1981. 

Selling  out 

It  would  appear  that  last  year  was  a 
bad  one  for  $1.2  billion  (sales)  AMF. 
Net  income  dropped  almost  one- 
third,  from  $2.58  a  share  in  1980  to 
$1.84.  But  this  poor  showing  is  due 
mostly  to  sale  of  unprofitable  oper- 
ations, and  doesn't  really  reflect 
AMF's  true  status  as  a  going  concern. 
If  you  look  just  at  the  remaining  busi- 
nesses in  each  year,  profits  rose  by 
23%,  from  $2.39  a  share  in  1980  to 
$2.95  last  year. 

Says  Moskowitz,  "The  recession 
last  year  forced  many  companies  to 
look  hard  at  operations  that  weren't 
carrying  their  own  weight."  As  a  re- 
sult, it's  important  to  determine  to 
what  extent  the  figures  you  are  exam- 
ining are  for  ongoing  operations,  and 
to  what  extent  they  include  one-time 
writeoffs  for  discontinued  operations. 

Inequitable? 

The  use  of  equity  accounting — 
which  allows  a  company  to  show,  as 
earnings,  a  percentage  of  the  earnings 
of  other  companies  in  which  it  has  a 
minority  interest  of  about  20%  orj 
more — is  misleading  in  any  year. 
After  all,  the  parent  company  never 
really  sees  any  nondividend  cash  from 
thos.e  equity  investments.  So,  when 
you're  trying  to  see  how  much  money 
a  company  really  has  to  spend,  sub- 
tract those  dollars. 

At  Teledyne,  the  $3.2  billion  con- 
glomerate, net  income  per  share  last 
year  was  $19.96.  Of  this,  $3.49,  or 
about  $72  million,  came  from  equity 
accounting.  That  means  that  about 
17%  of  Teledyne 's  earnings  isn't  Te- 
ledyne's  to  spend.  The  company  actu- 
ally received  a  mere  $18  million  in 
dividends  from  the  investments.  ■ 
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On  March  31st,  Connecticut  G< 


Here's  what  the 
business  press 
is  saying  about  the 
largest  insurance 
merger  ever. 


On  March  31st,  a  new  company 
named  CIGNA  was  created. 
Connecticut  General  and  INA,  two 
firms  of  roughly  the  same  size  and 
with  complementary  strengths  were 
the  creators.  It  is  a  merger  of  equals, 
entered  into  voluntarily.  This  is  how 
the  business  press  reviewed  it. 

"The  combined  company... will 


marry  Connecticut  General's  excep 
tional  strength  in  corporate  em- 
ployee benefits  and  marketing  to 
INA's  strength,  both  domestically 
and  abroad,  in  commercial  property 
and  casualty  coverage." 

-The  New  York  Time 

"Not  a  discouraging  word  has 
been  heard  on  Wall  Street  about  the 


d  and  INA  became  CIGNA. 


[sion  by  Connecticut  General  and 
Lto get  together..." 

—Fortune  Magazine 

'Underlying... [the  merger]... is 
enormous  potential  for  extend- 
the concept  of  group  insurance 
bnd  life  and  health  coverage  into 
h  areas  as  auto  and  homeowner 
cies."  —Business  Week 


"The  union  is  a  shrewd  effort  to 
squeeze  out  rising  costs  and  stake 
out  an  advance  position  in  the  rap- 
idly evolving  insurance  business." 

-The  New  York  Times 

All  of  us  at  CIGNA  share  the 
optimism  and  confidence  of  these 
informed  observers. 

The  reason  is  simple:  We  are 


committed  to  be  the  best.  The 
merger  gives  us  the  resources  to 
meet  that  challenge. 


CIGNA 


CIGNA  Corporation  ,  1185  Avenue  of  the  Americas,  New  York,  N.Y.  10036 


Richard  Kessler  sounds  like  a  tent  preacher 
when  he  talks  about  Days  Inns.  No  won- 
der— he  got  rich  building  them. 

"I  can  see 
it  coming" 


By  Jane  Carmichael 

IN  THE  REAL  ESTATE  SLUMP  of  1974, 
Atlanta-based  Days  Inns  (1981  net 
revenue,  $189  million)  was  just 
four  years  old.  Its  main  real  estate 
arm,  in  Florida,  had  $20  million  in 
assets,  $19  million  in  debt  and  a  mere 
$100,000  in  cash.  "We  were  talking 
survival,  not  profits,"  says  35-year-old 
Chairman  Richard  Kessler,  who  was 
then  managing  most  of  the  company's 
real  estate  development. 

But,  desperate  as  the  situation  may 
have  been,  it  was  not  so  desperate  that 
Kessler  missed  an  opportunity.  "I  re- 
member when  the  market  started  to 
turn  around,  about  Dec.  20,  1974," 
Kessler  says,  speaking  with  the  ca- 


dence and  rhetorical  fervor  of  a  reviv- 
alist preacher.  "I  said  to  Cecil  [B.  Day, 
founder  and  then  chairman  who  died 
of  cancer  in  1978],  'I  know  it's  coming 
back,  I  know  it's  coming  back,  I  can 
see  it  coming.  We  have  six  months 
before  everybody  else  sees  it  too.'  "  In 
the  next  eight  months,  Day  and 
Kessler  bought  up  $18  million  worth 
of  almost-new  motels,  including  two 
Holiday  Inns  and  a  Sheraton  on  Or- 
mond  Beach  (near  Daytona)  at  fire- 
sale  prices — by  guaranteeing  debt  per- 
sonally and  using  the  motels  them- 
selves as  collateral.  The  move 
doubled  Days  Inns'  asset  base.  Now 
those  are  among  the  most  profitable 
motels  in  the  chain. 
It  is  shrewd  gambles  like  that,  to- 
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gether  with  smart  marketing  and 
strict  cost  controls,  that  have  made 
privately  held  Days  Inns  the  eighth- 
largest  lodging  chain  (in  rooms)  in  the 
U.S. — and  one  of  the  most  profit- 
able— in  just  12  years.  Today  its  pre- 
tax profit  margin  on  each  property 
runs  30%  before  fixed  costs,  vs.  maybe 
20%  for  chains  like  Holiday  Inns  or 
Sheraton,  according  to  Bjorn  Hanson  j 
of  Laventhol  &  Horwath,  an  account- 
ing and  consulting  firm  that  special- 
izes in  the  lodging  industry.  The  com- 
pany's sales  have  been  growing  at  al- 
most twice  the  industry  rate. 

When  Cecil  Day  built  the  first  Days 
Inn  at  Savannah  Beach,  Ga.,  in  1970, 
he  saw  that  there  was  a  sizable  mar- 
ket of  quality-conscious,  price-con- 
scious travelers  like  families,  govern- 
ment employees  on  per  diem  and  re- 
tired people.  He  knew  from  taking 
vacations  with  his  five  children  that 
there  was  nothing  in  the  eastern  U.S. 
to  compare  to  the  budget  motel 
chains  of  the  West.  So  he  set  out  to 
offer  Holiday  Inn-like  rooms  at  30% 
below  Holiday  Inns'  prices.  That 
brought  the  customers  in,  all  right, 
and  the  profits  came  from  a  near-fa- 
natical attention  to  costs: 

•  A  Days  Inn  has  very  little  wasted 
space.  There  are  no  big  meeting 
rooms,  no  lobbies  and  no  bars — a  deci- 
sion made  for  religious  reasons  that 
turned  out  to  make  good  economic 
sense  as  well.  Motels  don't  usually 
make  as  much  on  bars  as  they  do  on 
rooms.  (Day  was  a  strict  Baptist;  each 
Days  Inn  room  has  not  one,  but  two, 
Bibles.) 

•  By  building  to  standardized  de- 
sign, Days  Inns  saves  time  and  money 
on  construction.  It  can  buy  materials 
and  furnishings  in  bulk.  The  archi- 
tect's fee  for  a  whole  motel  is  about 
double  that  per  room  for  a  Sheraton. 
All  the  architect  has  to  do  is  adapt  the 
design  to  the  topography  and  sign  the 
building  permit. 

•  The  Day  Break  restaurants  next 
to  the  motels  are  built  so  that  most 
tables  can  be  reached  from  behind  the 
counter.  Because  almost  all  of  the  res- 
taurants are  free-standing,  they  at- 
tract local  customers  as  well  as  motel 
guests.  The  restaurants  can  stay  open 
24  hours  without  incurring  much  ex- 
tra overhead,  because  the  motel  regis- 
tration desk,  which  must  stay  open,  is 
in  the  same  building. 

•  Days  Inns'  workers  are  trained  for 
several  different  jobs  and  are  carefully 
scheduled  so  that  the  woman  who 
serves  breakfast  in  the  Day  Break  can 
be  the  same  one  who  cleans  rooms 
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EXPRESS  MAIL  INTRODUCES 
MORE  FOR  LESS. 
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EXPRESS  MAIL  SERVICE 


Mailing  Label 


The  2-Pound  Pok. 
$9.35  overnight. 

Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  new  flat  rate  that  lets  you 
send  up  to  2  pounds  overnight,  anywhere  we 
go,  for  only  $9.35. 

It's  called  the  2-Pound  Pak,  and  it  actu- 
ally costs  less  than  some  carriers  charge  to 
send  a  few  ounces.  And  a  lot  less  than  the 
$20.00  or  so  they  charge  to  send  2  pounds.  So 
you  save  on  everything  from  the  lightest  let- 
ter to  a  big  2-pound  report. 

But  saving  is  just  one  reason  people  use 
Express  Mail  Next  Day  Service.  Reliability  is 

©USPS  1982 


another.  We  now  deliver  70,000  overnight 
packages  and  letters  on  time,  every  day. 

And  Express  Mail  Service  is  easy  to 
use,  too.  We  have  convenient  drop  off  boxes 
in  dozens  of  locations  around  town.  You 
can  also  find  us  in  over  3,000  Post  Offices  in 
1,200  cities. 

So  for  important  overnight 
letters  and  packages,  try  the  new 
Express  Mail  2-Pound  Pak.  It  lets 
you  send  a  lot  more  overnight. 
For  less. 
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four  hours  later. 

Days  Inns  pays  close  attention  to 
marketing,  too.  The  first  motels  were 
built  along  interstate  highways  partly 
because  of  the  potential  for  real  estate 
appreciation  ($21  million  last  year  for 
the  company,  against  $9  million  net 
income)  but  also  because  of  the  high 
visibility  the  locations  gave  those 
black-and-yellow  signs  with  their  ris- 
ing-sun motif.  During  the  gasoline 
crisis  of  1973,  Days  Inns  took  reserva- 
tions for  fill-ups  at  its  own  pumps 
along  with  room  reservations.  Even 
the  new  computerized  reservation 
center  has  a  marketing  purpose.  Uni- 
formed switchboard  operators,  in 
prominent  view,  sit  just  off  the  head- 
quarters lobby  behind  a  glass  wall. 
Explains  Chief  Financial  Officer  Ken- 
neth Niemann,  "It's  about  the  only 
thing  we  have  here  that  shows  lenders 
and  franchisees  what  it  is  we  do." 

But  probably  the  best  marketing 
move  Days  Inns  ever  made  was  start- 
ing the  September  Days  Club  in  1974. 
Only  people  over  55  are  eligible.  For  a 
small  membership  fee,  they  get  a 
monthly  magazine  and  discounts  on 
gifts,  food  and  rooms  at  Days  Inns. 
The  reason?  Fall  is  a  slow  season  in 
the  lodging  industry,  and  1974  was  a 
lousy  year.  Explains  Chief  Operating 
Officer  Roy  Burnette,  "We  asked  our- 
selves, who  travels  in  the  fall?  Some- 
body with  no  children."  He  adds  with 
a  grin,  "It's  been  fantastic.  These  peo- 
ple pay  their  bills,  and  they  don't  tear 
up  the  rooms." 

All  of  this  single-minded  attention 
to  detail  comes  as  no  surprise  when 
you  get  to  know  the  man  running 
Days  Inns.  Kessler  knew  exactly  what 
he  wanted  to  do  with  his  life  since  he 
was  15  years  old.  "What  I  enjoyed 
most  was  seeing  potential  in  people, 
potential  in  things,  and  doing  some- 
thing with  it,"  he  says.  "So  I  asked 
myself  how  I  could  invest  that  into 
something  that  would  be  the  biggest 
payoff  for  me  in  every  way,  from  en- 
joyment, to  doing  good  for  other  folks, 
to  financially.  The  answer  was  real 
estate."  Pretty  cool  thinking  for  a 
teenager.  But  why  not  stocks?  After 
all,  it  was  the  beginning  of  the  biggest 
bull  market  in  history.  Says  Kessler, 
"I  had  a  limited,  small-town  perspec- 
tive. The  only  stock  I  had  ever  owned 
was  two  shares  of  General  Motors  I 
bought  with  $100 1  earned  doing  sum- 
mer work  in  high  school." 

Cecil  Day's  father  was  a  Baptist 
minister  in  the  little  town  of  Rincon, 
near  Savannah,  where  Kessler  grew 
up.  So  the  two  families  had  known 
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each  other  for  years.  At  Day's  sugges- 
tion Kessler  studied  industrial  engi- 
neering at  Georgia  Tech  and  trained 
for  his  calling  during  summer  vaca- 
tions by  building  duplexes  and  gas 
stations,  financed  at  first  by.  his  fa- 
ther, a  plumbing  contractor.  When 
Kessler  got  his  master's  degree,  he 
naturally,  went  to  Day,  by  then  a  suc- 
cessful Atlanta  apartment  developer, 
for  job  advice.  "I  knew  I  wanted  to  be 
in  real  estate,  and  I  knew  I  wanted  to 
work  directly  for  someone  who  would 
teach  me  the  business,"  says  Kessler, 
no  waster  of  time.  So  when  Day  of- 
fered to  take  Kessler  on  at  $9,000  a 
year  as  his  personal  assistant  in  an 
unspecified  new  real  estate  venture, 
Kessler  took  the  job.  He  was  all  of  23 
years  old. 

After  the  first  Days  Inn  at  Savannah 
Beach,  built  with  $350,000  from  the 
sale  of  Day's  apartment  interests,  the 
partners  moved  into  Florida.  To  hear 
Kessler  describe  it,  it  sounds  as  if  the 


"We  didn't  know  how  much 
money  we  had  in  the  bank. 
The  reservations  system 
was  on  a  blackboard,  with 
the  people  who  had  good 
eyesight  sitting  in  the  back 
of  the  room  and  the  people 
with  bad  eyesight  in  front." 


decision  had  been  divinely  inspired. 
"In  1972  I  took  a  trip  to  Orlando  and  I 
felt  the  potential  of  what  Disney 
World  was  going  to  do,"  he  says.  "I 
came  back  to  Cecil  and  said,  'Some- 
body needs  to  go  to  Florida  and  set  up 
an  office  and  just  build  Days  Inns, 
because  it's  coming.'  " 

Day  sent  Kessler,  agreeing  to  give 
him  30%  of  the  equity  in  each  motel 
he  built.  As  Kessler  hired  more  people 
for  these  ventures,  Day  gave  up  still 
more  equity.  (Cecil  Day's  widow  con- 
trols only  67%  of  the  company  today.) 
The  system  worked  so  well  that 
Kessler  was  soon  traveling  up  and 
down  the  eastern  seaboard  setting  up 
similar  teams,  whose  real  estate  com- 
panies would  build  motels  and  lease 
them  back  to  Days  Inns,  the  operating 
company. 

The  equity  tactic  paid  off  in  spades 
during  the  1974  slump,  as  Day  simply 
decentralized  operations  and  handed 
local  control  over  to  the  leasing  real 
estate  companies,  where  the  men  had 
plenty  of  incentive  for  pulling 
through.  By  further  cutting  costs  and 
putting  off  routine  maintenance,  they 
managed  to  do  so. 

By  1975,  Days  Inns  was  back  in 
the  black.  But  there  was  still  another 


problem,  a  classic  one  for  entrepre- 
neurial companies.  Cecil  Day  loved 
to  do  deals  and  arrange  financing, 
but  he  was  not  crazy  about  day-to-| 
day  management.  Instead  of  minding) 
the  store  in  Atlanta,  he  had  been] 
spending  most  of  his  time  trying  toi 
straighten  out  Days  Inns'  Texas  real 
estate  operation,  the  only  one 
Kessler  was  not  involved  in.  KerJ 
Niemann,  who  joined  the  company 
about  that  time  as  its  first  profes- 
sional controller,  describes  what  ai 
mess  the  company's  back  office  was 
then:  "We  didn't  know  how  much 
money  we  had  in  the  bank.  We 
didn't  even  know  which  banks  it 
was  in.  There  were  no  controls.  Even! 
the  reservations  system — it  was  on  a 
blackboard,  with  the  people  who  hadl 
good  eyesight  sitting  in  the  back  of 
the  room  and  the  people  with  badi 
eyesight  in  the  front." 

With  the  warning  of  1974's  red  ink 
still  fresh  in  his  mind,  Day  called 
Kessler  back  to  Atlanta,  doubling  hisl 
salary  and  promising  to  make  him 
chairman  and  president  if  he  succeed- 
ed in  cleaning  up  Days  Inns'  act. 
"Things  were  real  loose,"  Kessler  re- 
members. "From  1975  to  1978  we 
were  taking  the  company  apart  into 
pieces  and  putting  them  back  togeth- 
er again." 

Last  year  the  process  was  finally 
completed,  as  the  regional  real  estate 
companies  were  merged  into  the  par- 
ent. Now  Kessler  wants  to  take  Days 
Inns  national,  and  the  new  consoli- 
dated arrangement  should  help  with 
financing.  Instead  of  borrowing  sepa- 
rately for  each  new  motel  from  local 
banks,  Kessler  hopes  to  start  putting 
together  large  packages  of  financing 
from  national  lenders  like  the  Bank  of 
America  and  Prudential.  (Days  Innsi 
will  go  public  only  as  a  last  resort.) 
Next  step  in  the  master  plan:  building 
Days  Inns — with  meeting  rooms,  no 
less — in  such  downtown  areas  as  At- 
lanta and  maybe  even  New  York  City. 
And  Kessler  proudly  displays  draw- 
ings of  a  luxury  resort  he  has  planned 
for  Savannah. 

Meeting  rooms?  Luxury  resort? 
Ask  Kessler  if  he  is  moving  away  from 
Cecil  Day's  original  idea  of  no-frills 
lodging  and  his  answer  is  an  emphatic 
no.  He  may  build  another  resort  or) 
two  if  the  first  is  successful,  he  says — 
but  that's  all.  As  for  the  meeting 
rooms,  they  will  be  small  and  con- 
vertible to  sleeping  rooms  in  half  an 
hour's  time.  Kessler,  after  all,  has  a 
very  good  reason  for  sticking  to  the 
strategy  that  made  Days  Inns  a  suc- 
cess. His  18%  of  the  company's  net 
worth,  figured  on  a  current  value  ba- 
sis, amounts  to  about  $24  million.  ■ 
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Big  airlines  may  fly  more  passengers 
than  Swissair.  But  Swissair  flies 
passengers  more  often.  Frequent 

travelers  prefer  to  frequent  Swissair. 

Swissair  has  the  highest  percentage  of 
repeat  business  of  all  international  airlines. 

The  reason?  Swiss  Class.  Not  a  gimmick- 
just  a  no  nonsense  attitude  about  giving 
you  everything  you're  entitled  to. 

Swissair  widebodies  have  fewer  seats  than 
most  other  carriers,  so  you  have  more  space. 
When  it's  time  to  dine,  you  have  a  choice  of 
gourmet  meals  served  on  china.  And  to  relax, 
there  are  complimentary  headsets  and  a 
choice  of  entertainment.  All  in  Economy. 

It  doesn't  cost  more  to  go  Swiss  Class. 
Swissair  has  competitive  fares  to  Switzerland 
and  on  to  its  entire  worldwide  network. 
So  instead  of  asking  why  a  better  airline  isn't 
more  expensive,  ask  the  more  expensive 
airlines  why  they're  not  better. 

We  depart  worldwide  from  New  \brk, 
Boston,  Chicago,  Toronto  and  Montreal. 
Just  call  your  travel  agent  or  swissairjjjjy 


TechAmerica  and  its  distributors  built  a 
sweet  business  together  selling  specialized 
animal  drugs.  But  did  they  take  their  pub- 
lic shareholders  for  a  ride? 

"It's  a  real 
gut  burner!" 


By  Barbara  Rudolph 


Wes  Remington  has  lived 
virtually  all  his  49  years  in 
the  old  meatpacking  city  of 
St.  Joseph,  Mo.  So,  the  burly  president 
of  $30  million  (revenues)  Tech- 
America  Group  was  surrounded  by 
familiar  faces  as  he  sipped  his  gin  and 
tonic  at  a  cocktail  party  there  recent- 
ly. But  that  didn't  make  it  any  easier. 
All  his  friends  wanted  to  talk  about 
that  $9.5  million  class  action  suit 
filed  against  TechAmerica  in  January. 

"Every  bastard  who  had  $50  bought 
some  stock  when  we  went  public  last 
August,"  Remington  recalls,  restless- 
ly tapping  a  ruler  against  the  arm  of 
his  chair.  "As  I  went  around  the  room, 
Bam!  Bam!  I  got  it.  'When  are  you 


going  to  get  my  money  back,  Wes?' 
And  I  just  wanted  to  reach  into  my 
pocket,  pull  out  50  bucks,  and  say 
'Here,  shut  up.'  " 

Remington  is  feeling  the  pain  of 
going  public.  TechAmerica,  which 
manufactures  and  markets  pharma- 
ceutical and  biological  drugs  for  ani- 
mals, had  a  reputation  as  a  first-class 
marketer  since  it  was  founded  in 
1971.  In  the  two  years  prior  to  the 
company's  first  public  offering,  earn- 
ings had  shot  up  eightfold,  to  $2.8 
million  on  1980  sales  of  $27.5  million. 

No  sooner  had  the  good  folk  of  St. 
Joseph  loaded  up  on  TechAmerica 
shares  at  $13,  however,  than  the  stock 
began  falling  all  the  way  down  to  a 
recent  5%  as  1981  earnings  dropped 
16%.  With  over  40%  of  last  year's 


fourth-quarter  earnings  coming  from 
interest  income  raised  by  the  offer- 
ing— and  the  recession  in  the  live- 
stock market  far  from  over — the  out- 
look is  for  more  of  the  same. 

What  happened  is  simply  that  the 
market  for  the  company's  main 
moneymaker  collapsed.  It  was  Parvo- 
cine,  which  prevented  a  contagious 
and  often  fatal  virus  in  dogs.  Tech- 
America began  selling  it  exclusively 
in  March  1980,  just  prior  to  a  nation- 
al epidemic.  But  by  the  fall  of  1981 
the  company  had  some  seven  com- 
petitors and  the  epidemic  was  all  but 
over.  In  January  angry  shareholders 
sued  for  $9.5  million,  charging  that 
the  August  1981  prospectus  did  not 
fully  reveal  how  important  that  one 
exclusive  product  was  to  TechAmer- 
ica. Nor  how  imminent  was  the 
threat  of  extinction. 

Obviously,  the  fact  that  TechAmer- 
ica went  public  just  before  the  bottom 
fell  out  of  its  main  product  raises  a 
disturbing  question.  Did  Wes  Rem- 
ington and  his  distributor-partners, 
knowing  that  their  temporary  gold 
mine  was  about  to  vanish,  take  unfair 
advantage  of  their  neighbors  in  order 
to  raise  survival  money? 

As  far  back  as  the  late  Fifties,  peo- 
ple in  St.  Joseph  remember  Wes  Rem- 
ington as  a  "crackerjack  salesman." 
The  son  of  a  local  jeweler,  Remington 
began  working  at  Anchor  Serum,  a 
nearby  manufacturer  of  hog  serums, 
when  he  was  24.  "I  started  by  cleaning 
out  cages  and  taking  extracts  from 
goats'  brains  to  make  rabies  vac- 
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ines,"  he  says  with  a  smile.  By  1970 
e  was  a  vice  president  and  itching  to 
n  his  own  show. 

Then  Remington  learned  that  An- 
hor  President  Fred  Murdock  would 
e  around  for  seven  years  before  Rem- 
gton  could  have  a  shot  at  the  top 
lot.  Remington,  then  38,  thought 
at  45  sounded  old.  "You  reach  a 
tage  where  you  either  get  up  and  go, 
r  sit  tight  and  shut  up,"  he  says. 
Remington  got  up  and  went.  He 
ew  it  didn't  cost  much  to  make 
ost  drugs  and  he  was  convinced  he 
ew  the  animal  drug  market  better 
an  most.  Trouble  was  he  had  been 
aking  $28,000  a  year  at  Anchor,  sup- 
orting  a  wife  and  four  kids,  and  had 
avings  of  about  $10,000.  He  opened  a 
mall  office  in  a  small  building. 

e  had  talked  ten  animal  drug 
distributors — "guys  I'd  been  on 
he  road  with  and  knew  for  years" — 
to  contributing  another  $100,000 
ver  two  years  in  exchange  for  some 
%  equity  each.  More  important, 
hey  agreed  to  put  Remington  on 
heir  payrolls  as  a  consultant.  It  was 
tax  writeoff  for  them,  and  guaran- 
eed  cash  flow  for  Remington. 

With  Remington's  veteran  distribu- 
ors  keeping  him  in  close  touch  with 
he  market,  he  was  able  to  spot  poten- 
ial  niches,  such  as  the  fact  that  there 
was  no  vaccine  that  effectively  treat- 
d  lung  congestion  in  dogs.  Since 
TechAmerica's  animal  drugs  are 
Tiainly  generic,  making  the  com- 
lounds  in-house  was  a  comparatively 
imple,  inexpensive  business. 
Remington's  idea  was  simple,  but 
tanusual  for  the  industry  at  that  time, 
jive  your  distributors  a  piece  of  the 
msiness,  and  forget  about  using  di- 
ect  sales  forces.  "I  don't  like  running 
direct  sales  forces,"  says  Remington. 
'You  end  up  taking  care  of  the  sales- 
men's wives  and  girlfriends,  their 
regnancies  and  financial  problems." 
The  distributors,  now  19  in  num- 
Iber,  came  together  on  a  handshake, 


and  Remington  has  never  signed  a 
contract  with  any  of  them.  Today, 
some  60%  of  sales  is  generated  by 
these  distributors,  making  Tech- 
America  essentially  a  captive  manu- 
facturer. The  public  offering  didn't 
change  that.  Only  24%  of  the  stock 
was  sold  to  the  public,  leaving  the  rest 
of  the  shares  controlled  by  insiders — 
distributors,  officers,  friends,  families 
and  employees.  Aside  from  the  offi- 
cers, the  distributors  control  all  but 
one  of  the  seats  on  the  board. 

All  in  all,  it  has  been  a  sweet  deal  for 
distributors  who  typically  rake  in  gross 


margins  of  35% — and  sometimes  as 
high  as  50% — on  Tech  America  prod- 
ucts. That's  around  40%  higher  than 
the  industry  average.  Sure,  that  gives 
the  distributor  a  strong  incentive  to 
really  push  TechAmerica  product.  But 
is  he  entitled  to  such  juicy  profits?  Now 
that  TechAmerica  earnings  are  down, 
some  may  be  asking  that  question. 

The  TechAmerica  business  is  not 
only  very  profitable  for  the  distribu- 
tor, it's  secure.  That's  important.  Ex- 
plains Robert  Shaw,  a  TechAmerica 
distributor  from  the  start:  "A  big  com- 
pany can  one  day  decide  they  don't 
need  us  and  sell  direct.  With  Tech- 
America we  sell  virtually  exclusively, 
and  we  get  better  margins." 

Remington,  for  his  part,  has  to  keep 
his  friends  from  growing  lazy.  But  in- 
spiring his  team  always  came  natural- 
ly to  him — he  has  worked  in  his  spare 
time  as  a  football  coach  for  a  local 
league.  A  member  of  his  team,  Jeff 
Bushman,  remembers  him  as  "tough, 
but  not  so  you'd  mind  it.  He  wanted 
us  to  win."  Remington  still  wants  to 
win.  You  can  see  that  in  his  eyes, 
which  sparkle  when  he  talks  about 
selling.  "You've  got  to  get  competi- 
tive enough  where  you  hate  some- 
one," he  says.  "You've  got  to  get  out 
of  that  bed  flying  every  morning  and 
say,  'Someone's  gonna  bite  a  little 
piece  of  dust  someplace.'  " 

The  coach  has  bitten  some  dust  in 
his  time,  too.  The  1974  recession  hit 
Remington  hard.  He  had  recently  sold 
close  to  a  half  million  dollars'  worth 
of  industrial  revenue  bonds  to  build 
the  company  headquarters  in  Elwood, 
Kans.  By  mid-April  the  livestock  mar- 
ket had  collapsed,  taking  much  of 
TechAmerica's  livestock  drug  busi- 
ness along  with  it.  The  company  lost 
$325,000  that  year  and  Remington 
vowed  to  decrease  his  dependence  on 
the  cyclical  livestock  market.  It  now 
constitutes  about  half  of  total  sales. 

Entering  the  biological  market  was 
one  way  Remington  reduced  that  de- 
pendence. In  1975  he  bought  Omaha- 
based  Dellen  Labs,  then  a  moneylos- 
ing  division  of  Damon  Corp.  Dellen 
lost  $500,000  making  distemper  vac- 
cines in  its  first  year  with  TechAmer- 
ica, but  edged  into  the  black  in  1976. 
Remington  says  profits  have  grown 
tenfold  since  as  he  expanded  into  the 
large-animal  market.  Now  Tech- 
America's  biological  group  kicks  in 
25%  of  total  sales  and  over  half  of 
profits. 

Still,  the  bread-and-butter  business 
has  remained  in  the  quietly  profitable 
niches  Remington  discovers  in  the 
pharmaceutical  field.  Take  Tech- 
America's  roundworm  drug,  for  in- 
stance. In  1973  American  Cyanamid 


had  a  drug,  Diethyh  irbamazine, 
which  was  used  to  control  heartworm 
in  dogs.  Remington  knew  that  the 
same  drug  could  treat  roundworm,  an 
intestinal  disease,  if  only  it  were 
cleared  by  the  FDA  for  that  purpose. 
That  was  easily  done.  And  veterinar- 
ians were  soon  prescribing  Tech- 
America's  product  for  both  ailments. 
With  a  price  25%  lower  than  Ameri- 
can Cyanamid's,  TechAmerica  snared 
15%  of  the  $11  million  heartworm 
market.  "I  don't  think  anyone  [at 
American  Cyanamid]  thought  we'd 
slip  it  to  them,"  Remington  chuckles. 

Today  some  of  TechAmerica's  pub- 
lic shareholders  think  Remington 
may  have  pulled  the  same  kind  of 
trick  on  them — in  not  revealing 
enough  information  about  the  com- 
pany's Parvo  drug  in  its  prospectus. 
While  it  did  state  that  44%  of  Tech- 
America's 1980  gross  profit  came 
from  Parvo,  it  did  not  reveal  that  Parvo 
probably  kicked  in  over  65%  of  1980 
net  profit.  What's  more,  some  share- 
holders claim  it  did  not  say  much 
about  the  fierce  competition  except 
that  there  were  some  competitors. 

Remington  calls  the  suit  a  "real  gut 
burner."  He  claims  he  hadn't  planned 
on  going  public  until  1984,  and  that 
the  $12  million  he  raised  is  mostly 
untouched,  because  a  large  acquisi- 
tion— the  original  purpose — seemed 
ill-timed.  No  one  would  quarrel  with 
that.  The  question  is  how  much  did 
Remington  know,  and  not  reveal, 
about  Parvo's  problems  at  the  time  of 
the  initial  offering.  Says  Remington: 
"When  we  went  public,  we  felt  there 
was  still  a  large  [Parvo]  market  and  we 
stated  in  the  prospectus  that  there 
were  competitors." 

All  of  this  makes  Remington  visibly 
luncomfortable.  Why  is  everyone 
making  life  difficult  for  him  and 
TechAmerica?  "Sometimes  I  leel  my 
head  is  in  the  bite,"  Remington  sighs. 
"We  live  in  a  different  world  now.  It 
can  take  a  lot  of  initiative  out  of  our 
people,  the  spirit  to  go  get  it." 

Remington  just  signed  a  collabora- 
tive research  deal  with  Cetus  (Forbes, 
Mar.  1 ),  but  he  seems  to  be  getting  rest- 
less again.  "It's  fun  to  start  over,"  he 
says  with  a  faraway  look  in  his  eye. 
He  speaks  a  bit  wistfully  of  someday 
going  into  business  with  his  only  son, 
Scott,  24.  Then  Remington  leans  back 
in  his  chair,  quickly  pulls  out  a  sheaf 
of  papers  and  waves  them  in  the  air. 
He  has  an  idea  to  start  a  franchise  of 
boarding  kennels,  a  sort  of  canine 
Holiday  Inn.  "It  could  be  a  great  busi- 
ness," Remington  says  with  utter 
confidence. 

And  maybe  next  time  he  won't  go 
public.  ■ 
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On  paper,  building  a  better  mousetrap 
might  not  do  you  any  good  at  all 


Do  you  have 
a  box? 


David  L.  Childs,  47,  has  spent 
the  last  12  years  learning  that 
just  having  a  better  idea  is  not 
enough. 

Childs,  vice  president  of  grandly 
named  Set-Theoretic  Information 
Systems  Corp.  (STIS)  in  Ann  Arbor — 
it  employs  eight  people — says  he  has 
created  a  way  to  make  computers 
manage  information  more  efficiently. 
The  problem  is  his  creation  exists 
only  on  paper.  So  Childs  is  caught  in  a 
vicious  circle.  He  can't  find  anyone  to 
provide  him  with  the  $1.8  million  he 


needs  to  build  a  commercially  accept- 
able model  of  his  idea.  And  without 
that  model,  he  can't  obtain  funding. 

"When  we  go  and  talk  to  people 
about  buying  our  system,  they  do  get 
very  excited,"  Childs  says  wistfully. 
"They  recognize  the  issue  we  are  ad- 
dressing, but  our  conversation  always 
ends  the  same  way.  They  ask,  'Do  you 
have  a  box  [model]?'  We  have  to  say 
no.  If  we  had  a  box,  they  say  they 
would  test  it.  But  how  do  we  get  to  the 
point  where  we  have  the  money  to 
build  the  black  box?" 


The  Up  &  Comers 


Both  banks  and,  surprisingly,  ven-| 
ture  capitalists  have  insisted  on  see- 
ing more  than  a  mathematical  formu- 
la before  putting  up  the  money.  And] 
Childs  can't  get  to  see  the  appropriate 
people  among  his  potential  clients  to 
try  to  persuade  them  to  fund  the  mod- 
el. "The  companies  send  us  to  their] 
technical  people,  who  are  afraid  of 
recommending  their  firm  spend  $1.8 
million,  in  case  they  are  wrong." 

In  oversimplified  form,  here  is  what 
Childs  says  the  company  has  done.  In 
computer  systems  where  there  is  a 
need  for  a  large  memory,  there  are 
auxiliary  units — far  larger  than  the 
computer's  own  memory — in  which 
the  additional  information  is  stored. 
STIS  has  created  a  system  in  which 
specific  information  can  be  sum- 
moned out  of  that  supplemental 
memory  far  more  selectively  than  is 
done  at  present.  The  computer  now 
has  to  search  through  every  bit  of  in- 
formation in  its  auxiliary  memory  to 
find  what  is  requested.  The  larger  the 
memory,  the  more  time  it  takes  to 
search.  Under  Childs'  system,  the  in- 
formation can  be  fetched  more  direct- 
ly, without  slogging  through  what  is 
not  needed. 

"The  hardware  costs  for  computers 


AMEX'S  HIGH  LIQUIDITY  IS  A 
LIFE  PRESERVER  FOR  A 

STOCK'S  FLOAT 


A  recent  study  of  474  common  stocks  concluded  that  liquid 
exceptionally  strong  on  the  American  Stock  Exchange. 

Liquidity  is  the  ability  of  a  market  to  absorb  trading 
activity  without  appreciable  price  fluctuations.  In  short, 
high  liquidity  means  stable  stock  prices. 

The  reason  for  AMEX's  surprisingly  high 
liquidity?  Its  specialists.  They  work  exceptionally 
hard  to  provide  a  stable,  high  quality  market  for 
AMEX's  listed  companies. 

To  find  out  more  about  what 
AMEX's  liquidity  can  mean  to  a  company's 
stock  and  to  receive  a  copy  of  the  study, 
write  to  Robert  E.  Greer,  Vice 
President,  Marketing  Research, 
American  Stock  Exchange  Inc.,  86  Trinity  Place,'!*!?" 
New  York,  N.Y.  10006.  " 
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The  Up  &  Comers 

are  going  down,"  Childs  says.  "But 
the  cost  for  people  is  going  up.  The 
more  information  the  computer  gives 
you  in  answer  to  a  question,  the  more 
it  costs  to  sort  out  what  you  need."  In 
projections  STIS  has  run  for  one  com- 
pany, a  one-time  expenditure  of  $3.5 
million  would  save  $5  million  per 
year  in  computing  costs. 

STIS  continues  to  do  consulting 
work  while  waiting  for  someone  to 
put  its  idea  to  the  test.  The  company 
is  about  $100,000  in  debt  right  now. 
"We  will  keep  looking  for  funding," 
Childs  says.  "I  suppose  it  is  just  a 
matter  of  the  right  chemistry  between 
us  and  the  person  who  will  provide 
the  money." — Paul  B.  Brown 


With  friends  like  these 

It  seems  that  every  time  a  top  offi- 
cial in  the  Small  Business  Admin- 
istration is  charged  with  miscon- 
duct, some  legislator  calls  for  an  over- 
haul of  the  agency  created  29  years 
ago  "to  assist  the  backbone  of  the  free 
enterprise  system." 

But  when  the  SBA's  latest  adminis- 
trator, Michael  Cardenas,  resigned 
following  alleged  improprieties  (he 
was  later  cleared),  cries  for  reform 
came  from  an  unlikely  source. 

This  time  the  attack  came  from 
Representative  Parren  J.  Mitchell 
(D-Md.),  chairman  of  the  House 
Committee  on  Small  Business  and  a 
longtime  supporter  of  SBA,  especially 
its  controversial  minority  aid  pro- 
grams. The  first  problem  with  SBA, 
Mitchell  says,  is  that  top  officials  are 
political  appointees  who  change  as 
soon  as  the  President  does.  "Second, 
many  people  working  there  have  no 
business  experience,"  he  adds.  "They 
are  civil  servants  who  have  moved 
from  one  agency  to  another  and  ended 
up  at  SBA.  The  good  people  they  do 
have  are  overworked.  No  bank  would 
give  one  of  its  loan  officers  the  portfo- 
lio an  SBA  employee  handles." 

Mitchell's  solution  is  no  different 
from  what  any  new  executive  would 
do  upon  taking  over  a  troubled  com- 
pany: Reevaluate  every  program.  If  it 
doesn't  work,  end  it.  If  it  does  work, 
expand  it.  This  is  not  likely  to  hap- 
pen, given  President  Reagan's  inten- 
tion of  cutting  SBA's  funding  and  hop- 
ing volunteers  will  take  up  the  slack, 
Mitchell  adds  with  a  shrug. 

"I  know  what  the  response  to  my 
idea  will  be,"  he  says.  "But  either  you 
end  the  SBA  or  you  fix  it.  It  won't 
work  otherwise." 

By  attacking  Congress'  sacred  cow, 


Mitchell  may  be  trying  to  take  the 
pressure  off  minority  aid  programs. 
After  all,  the  best  defense  is  a  good 
offense. — Paul  B.  Brown 


A  ham  is  a  ham — or  is  it? 

T|  his  is  a  cautionary  tale.  Don't 
put  all  your  eggs — in  this  case 
hams — in  one  basket. 
Late  in  1980  Chicago's  $14  million 
(sales)  U.S.  Food  Products,  the  Mid- 
west's only  importer  of  Krakus  Polish 
ham,  awaited  word  on  the  strikes  in 
Gdansk,  which  halted  all  Polish  ex- 
ports. For  25  days  Dennis  Piech,  37, 
and  brother  Tim,  31,  sat  with  their 
hands  tied  as  inventory  of  the  com- 
pany's sole  product  dwindled  to  noth- 
ing. "We  thought  we  could  wait  it 
out,"  sighs  fair-haired  Dennis.  They 
couldn't.  Christmas  came  and  went, 
and  with  it  $1.5  million  in  business. 

Fortunately  it  had  been  a  good  year 
for  U.S.  Food  Products:  $20  million  in 
sales  on  10.5  million  pounds  of  ham. 
"But  a  decision  had  to  be  made,"  says 
Tim.  Clearly,  the  business  their 
grandfather  started  almost  50  years 
earlier  needed  a  new  product.  "Our 
goal  was  to  find  a  ham  as  close  to 
Krakus  as  we  could,"  says  Tim,  "or 
we  wouldn't  be  able  to  sell  it."  That 
wasn't  easy.  With  only  scanty  ship- 
ments of  Krakus  getting  through, 
sales  sank  30%  in  1981.  Then  luck 
intervened.  Dansk  Kokken  (Danish 
Kitchen)  was  exporting  a  new  ham  to 
the  U.S.  and  needed  a  Midwest  dis- 
tributor. Why  not  U.S.  Foods,  with  a 
five-state  distribution  network  al- 
ready in  place?  The  Danish  ham  was 
good,  too,  and  the  brothers  struck  a 
deal.  U.S.  Foods  will  exclusively  dis- 
tribute the  deli-size  Dansk  Kokken  in 
the  Midwest,  filling  70%  of  the  gap 
left  by  Krakus.  The  first  shipment  of 
Dansk  Kokken,  32,000  pounds  out  of 
a  hoped-for  5  million,  arrived  too  late 
for  the  Christmas  season,  missing  out 
on  about  $5  million  in  sales.  "But 
we'll  be  ready  for  the  picnic  season," 
says  an  enthusiastic  Dennis,  when 
U.S.  Foods  hopes  to  recoup  some  $8 
million. 

The  Pieches  insist  it  was  better 
than  waiting  for  the  Polish  situation 
to  stabilize.  "Look,"  snaps  Tim,  "we 
have  to  wire  the  Poles  payment  with- 
in 48  hours  of  hitting  the  U.S.  ports — 
in  U.S.  dollars — before  we  even  see 
the  hams."  Worse,  it  takes  U.S.  Foods 
60  to  90  days  to  recover  that.  U.S. 
Foods  will  have  7  days  to  repay  Dansk 
Kokken — after  shipment — and  it  will 
take  60  days  to  recover  cash  flow. 
Dansk  Kokken  also  will  cost  7%  less 
per  pound.  Later  this  year  Dansk  Kok- 
ken will  decide  whether  or  not  to  im- 


port a  smaller,  dinner-size  ham. 

Actually,  the  Pieches  are  old  hands 
at  weathering  political  strife.  During 
World  War  II,  grandfather  Joseph  was 
left  for  eight  years  without  Polish 
hams  to  import.  Fortunately,  he  had  a 
butcher  shop  to  fall  back  on.  Then, 
during  the  early  1950s  the  John  Birch 
Society,  claiming  a  Communist  plot, 
boycotted  Polish  imports,  sabotaging 
deliveries  and  vandalizing  grocers' 
shelves.  The  Birchers  lost  steam, 
Piech  lost  some  sales,  but  the  stub- 
born Polish  nationalist  waited  out  the 
storm.  "Grandfather  was  so  old-fash- 
ioned," laughs  Dennis.  "His  idea  of 
sales  strategy  was  to  stick  a  ham  un- 
der his  arm,  visit  the  local  grocers  and 
let  them  taste  it." 

Not  until  1975  did  the  brothers  take 
on  the  business.  "We  wanted  to  keep 
it  in  the  family,  and  Grandfather  was 
getting  on,"  says  Tim.  Calling  heads 
on  the  flip  of  the  Polish  groszy,  Den- 
nis, a  psychology  major  at  Indiana's 


Ham  importers  Tim  and  Dennis  Piech 
Danish  ham  where  Polish  once  was. 


DePauw  University,  became  presi- 
dent in  charge  of  sales,  and  econom- 
ics-educated Tim  became  vice  presi- 
dent and  money  man.  In  their  first 
year  as  owners  they  increased  ad 
spending  53%  and  boosted  sales  10%. 
By  1980  they  had  added  a  computer, 
operated  by  Tim,  to  speed  orders  and 
deliveries.  Will  they  diversify?  Yes. 
But  with  only  $1.5  million  in  cash  and 
credits,  the  brothers  claim  U.S.  Foods 
mus't  get  back  to  10%  annual  growth 
first.  "Maybe  next  year,  depending  on 
the  Poles,"  says  a  hopeful  Tim. 

Can  they  really  sell  Danish  ham  to 
customers  who  have  been  born  and 
bred  on  Polish?  "Behind  the  deli 
counter,  imported  ham  is  a  slab  of 
meat,"  says  Tim.  "People  won't  stop 
eating  ham  just  because  the  Poles  stop 
shipping  it." 

Grandfather  probably  would  not 
agree. — Bess  Gallanis 
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Taxing  Matters 


In  the  name  of  "soaking  the  rich"  the 
government  may  be  driving  another  nail 
into  the  municipal  bond  market's  coffin. 


Banks  under 


fire 


By  Eamonn  Fingleton 


'any  big  banks  pay  as  little  as 
half  the  normal  corporate 
i  income  tax  rate  of  46%. 
Many  regionals  pay  less  than  10%. 
Cleveland-based  AmeriTrust  paid  no 
tax  at  all  on  profits  totaling  $60 
million.  But  banks  will  be  among 
the  main  victims  of  the  new  catch- 
all Alternative  Minimum 
Tax,  if  it  takes  effect  next 
year  as  has  been  proposed. 

According  to  some  esti- 
mates, the  proposal  would 
raise  the  banks'  tax  bills  by 
as  much  as  50%.  Predict- 
ably, the  American  Bankers 
Association  is  aghast  and  is 
conducting  a  strenuous  lob- 
bying effort. 

Most  people's  fast  reac- 
tion would  be:  Why 
shouldn't  the  banks  pay  like 
the  rest  of  us?  Aren't  they 
the  guys  who  are  charging 
us  such  high  interest  rates? 
But  the  matter  isn't  that 
simple.  The  new  tax  proposal  would 
be  a  heavy  blow  to  the  already  stagger- 
ing municipal  bond  market. 

Banks  shelter  income  mainly  by  in- 
vesting in  tax-exempt  bonds  and  by 
leasing  deals.  Some  of  these  instru- 
ments are  open  to  other  investors,  of 
course,  but  banks  have  more  scope  to 
use  them  than  most. 

Under  the  new  arrangements, 
banks  that  have  been  paying  almost 
no  taxes  will  have  to  pay  an  alterna- 
tive minimum  tax  of  15%.  If  that  still 
seems  harmless,  it  isn't.  The  alterna- 
tive minimum  tax  will  be  assessed  on 
a  much  wider  base  than  the  current 
definition  of  taxable  income.  The  Al- 


ternative Minimum  Tax  base  will,  in 
fact,  include  a  litany  of  "tax  prefer- 
ence items."  At  the  top  of  the  list, 
horrifying  the  bankers,  is  an  item  for 
the  funding  cost  of  their  tax-exempt 
bonds.  The  banks  are  also  worried 
about  other  items:  There  may  be,  for 
instance,  add-backs  where  leasing 
benefits  or  accelerated  depreciation  of 
real  estate  is  deemed  to  have  exces- 


follows:  First,  determine  the  propor 
tion  of  a  bank's  bond  portfolio  that  is 
tax-exempt  (it  was  61.24%  last  yeai 
for  First  &  Merchants)  and  apply  thi 
to  the  bank's  total  interest  expensed 
(which  came  to  $171  million  last 
year);  61.24%  of  $171  million  is  $105 
million.  Many  of  the  worst  hit  are 
mid-Western  banks,  traditionally 
heavy  investors  in  municipal  bonds 

Brock  Weir,  chairman  of  Ameri- 
Trust, maintains  that  the  tax  proposal 
is  typical  bureaucratic  shortsighted- 
ness. "I  frankly  think  this  thing  will 
go  away,"  he  says.  "The  political  im- 
plications are  too  enormous.  If  they  go 
ahead,  who  is  going  to  buy  municipal 
bonds?  Already  no  one  I  know  is  in- 
creasing his  position  significantly.  It 
won't  happen — but  if  everyone  ran  for 
the  exit  at  once  we  would  have  to  take 
a  horrible  haircut." 

In  addition  to  killing  the  municipal 
bond  market,  the  proposal  would 
make  it  tough  for  banks  to  raise  new 
equity.  According  to  Lawrence  Cohn, 
banking  analyst  at  Dean  Witter  Reyn- 
olds, bank  earnings  could  be  de- 
pressed for  years.  "The  banks  can  get 
out  from  under  this,  but  it  could  take 
them  a  decade  or  more  to  change  the 


sively  depressed  profits. 

To  see  how  it  will  work,  take  First 
&  Merchants  National  Bank  of  Rich- 
mond, Va.,  which  had  taxable  income 
last  year  of  $5  million,  on  which  tax 
of  approximately  $750,000  is  due.  Ac- 
cording to  the  bank's  director  of  taxes, 
David  Hastings,  First  &  Merchants' 
tax  bill  last  year  would  have  been 
$16.5  million  under  the  Alternative 
Minimum  Tax. 

This  is  because  the  interest  cost  of 
funding  First  &  Merchants'  bond  port- 
folio would  be  deemed  to  add  a  tax 
preference  item  of  $105  million  to  the 
regular  taxable  income  of  $5  million. 
That  additional  item  is  calculated  as 


asset  side  of  their  balance  sheets,"  he 
says.  "In  the  meantime,  the  market  in 
municipal  bonds  could  be  permanent- 
ly damaged." 

But  even  as  the  bankers  are  trying 
to  eliminate  this  potentially  disas- 
trous tax,  the  Reagan  Administration 
may  find  it  difficult  to  pull  back.  It 
has  been  accused  too  frequently  of 
being  soft  on  the  rich  men  and  bank- 
ers. As  for  the  Administration's  con- 
cern for  the  municipal  bond  market, 
there  has  been  a  great  deal  of  talk 
recently  of  eliminating  those  bonds' 
tax-free  status  entirely. 

So,  keep  a  close  eye  on  bank  stocks 
and  municipal  bonds.  ■ 
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The  Newest,  Most  Dynamic  Yield 
Curve  Opportunity  Ever! 

The  CD/T-Bond  spread 


T-BONDS  (LINE),  DOMESTIC  CDS  (DOT) 
FEBRUARY  1980  TO  NOVEMBER  1981 


Long-term  interest     rates  are  less  volatile  than  short- 
term.  A  15-29  year  T-Bond*  futures  contract  covers  the  long- 
term.  A  90-day  CD  futures  contract  covers  the  short  term. 

As  you  know  both  long  and 
short-term  rates  have  a  tendency 
to  move  the  same  way,  but  at 
different  speeds.  Hence  the 
spread. ..going  long  in  one 
contract  and  short  in  the  other. 

But  what  you  may  not  be  aware 
of  is  just  how  unique  and 
dynamic  this  particular  spread 
is  vis-a-vis  other  financial  futures 
spreads. 

Consider  trading  the  yield 
curve.  You'll  find  the  margin 
attractive. 


8 

6"1 


FMAUJJASONDJFMAMJJASO 

1980  1981 


For  our  free  information  detailing  this  unusual  opportunity 
and  defining  the  risk,  call  800/621-4641.  In  IL  800/572-4217. 

*  Futures  contracts  in  U.S.  Government  debt  are  not 
obligations  of  the  U.S.  Treasury  Department. 

H  Chicago  Board  of  Trade 

141  W.  Jackson,  Chicago,  IL  60604 


You  probably  read  the  Wall  Street  Journal 
every  day,  but  do  you  know  who  owns  it? 


Two  little 
old  ladies 


By  John  Dorfman 
with  Laura  Saunders 


In  the  beginning  there  was  Clar- 
ence Barron — all  330  pounds  of 
him.  Barron,  a  Boston  tycoon 
after  whom  Barron's  magazine  was 
named,  bought  the  Wall  Street  Journal 
and  the  Dow  Jones  news  ticker  in 
1902  from  founders  Charles  Dow  and 
Edward  Jones  and  carried  it  through 
its  first  wave  of  expansion. 

Fred  Petersen,  a  retired  real 
estate  man  in  Cohasset,  Mass., 
was  the  engineer  on  Barron's 
yacht  back  in  the  1920s.  He  re- 
members his  former  boss  as  a 
genius  and  statistical  whiz  who 
would  sit  in  the  stern  "munch- 
ing a  pound  of  chocolates,  dictat- 
ing a  memo  about  copper  mines 
to  a  male  secretary  on  his  right 
and  a  memo  about  something 
else  to  another  on  his  left." 

Barron  had  an  adopted  daugh- 
ter, fane,  and  to  her  he  left  con- 
trol of  Dow  Jones  &  Co.  She 
married  a  Harvard-trained  law- 
yer named  Hugh  Bancroft,  who 
in  due  course  became  president. 
Hugh  committed  suicide  in  1 933 
in  the  blacksmith  shop  behind 
his  house  in  Cohasset.  "It  was  a 
common  thing  then  for  busi- 
nessmen to  shoot  themselves  or 
jump  out  of  fifth-story  win- 
dows," recalls  an  acquaintance. 

Hugh  and  Jane  Bancroft  had 
three  children,  two  of  them — 
Mrs.  Jessie  Cox  and  Mrs.  Jane 
Cook — still  living.  The  third, 
Hugh  Jr.,  died  in  1953.  Today, 
Mrs.  Cox,  the  largest  Dow  Jones 
stockholder,  owns  1.4  million 
shares  and  has  at  least  partial 
voting  control  of  5  million.  Mrs. 
Cook  owns  over  1.2  million 
shares  and  has  at  least  partial 


control  over  4.1  million.  The  family — 
which  includes  children  and  grand- 
children of  Jessie,  Jane  and  Hugh — 
holds  58.3%  of  Dow  Jones.  The  mar- 
ket value  of  those  shares  is  over  $850 
million,  and  a  potential  suitor  might 
pay  more  if  there  were  any  chance  of 
acquiring  control. 

Dow  Jones  is  thriving,  thanks  in 
large  part  to  the  Journal  The  paper 
has  operating  margins  of  perhaps 
11%,  sells  2  million  copies  a  day  and 


The  ancestral  tycoo)]  Clarence  Barron 
Dictation  and  chocolates. 


charges  around  $56,000  for  a  page  oi 
national  advertising.  The  company 
also  owns  Barron's,  a  financial  wire 
service,  a  textbook  house  and  a  group 
of  local  newspapers,  among  othei 
things.  It  is  marketing  more  than  a 
dozen  electronic  data  bases  and  ex 
pects  fast  growth  there.  "I  look  at  the 
data  bases  as  being  as  valuable  as  Dis 
ney's  film  library,"  says  Anthony 
Hoffman,  an  analyst  with  A.G 
Becker.  The  Journal,  however,  ac 
counts  for  roughly  two-thirds  of  the 
$71  million  Dow  Jones  earned  last 
year  on  revenues  of  $641  million. 

Not  only  is  Dow  Jones  the  nation's 
most  profitable  major  newspaper 
company,  it  also  boasts  a  record  that 
would  be  enviable  in  any  industry. 
Return  on  stockholders'  equity  has 
averaged  32%,  and  its  balance  sheet  is 
almost  debt  free. 

Still,  surprisingly  little  is  known 
about  the  owners  of  Dow  Jones,  and 
the  company  isn't  eager  to  discuss 
them.  "There  are  lots  of  good  stories 
here,  but  that  isn't  one  of  them,"  says 
the  company's  press  spokesman,  Law 
rence  Armour.  "It's  not  something  we 
like  to  discuss.  We  have  major  stock- 
holders who  protect  their  privacy." 

Could  a  potential  acquirer  charm  or 
cajole  his  way  into  a  large  block  of 
shares?  Rupert  Murdoch,  forget 
it.  The  Bancroft  stock  is  held  in  a 
maze  of  interlocking  trusts.  SEC 
documents,  for  example,  list  Jane 
Cook  as  a  participant  in  at  least 
15  trusts.  Everything  is  set  up  to 
preserve  family  control  and — in 
tentionally  or  not — to  eliminate 
the  possibility  of  a  takeover. 

The  trusts  are  "a  good  tradi- 
tional Boston  way  of  holding  as- 
sets," remarks  Roy  Hammer,  an 
attorney  with  Hemenway  & 
Barnes,  the  Boston  law  firm  that 
manages  most  of  them.  "They 
provide  for  management  and 
continuity  of  ownership."  To 
some  degree,  the  trusts  also  pro- 
vide a  shield  against  estate 
taxes.  Some  of  the  holdings — 
1,393,040  shares  for  Mrs.  Cox 
and  1,210,200  for  Mrs.  Cook,  for 
example — are  revocable  trusts, 
meaning  that  their  owners  can 
take  direct  control  of  the  shares 
if  they  wish.  Other  trusts  don't 
permit  beneficiaries  to  sell  the 
shares  but  allow  them  to  desig- 
nate the  shares'  disposition  by 
will.  Still  others  were  set  up  by 
Jane  Bancroft  for  her  grandchil- 
dren, who  get  the  stock  as  they 
turn  35. 

Both  Mrs.  Cox  and  Mrs.  Cook 
declined  to  be  interviewed  by 
Forbes — indeed,  they  appear  to 
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WRITHE  FUTURE 
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The  demand  for  quality  health  care  will  only  acceler- 
ate in  the  future.  New  technology  and  new  prior- 
ities within  the  health  care  delivery  system  call  for 
inventive  approaches.  AMI  is  creating  them. 

As  owners  and  managers  of  over  100  hospitals 
worldwide,  we're  using  the  best  of  today's  technology 
to  ensure  even  better  patient  care.  Our  mobile  CAT 
scanner  fleet,  the  world's  first  and  largest,  is  a  fore- 
runner of  many  high  technology  shared  medical  ser- 
vices we'll  be  bringing  to  communities  we  serve. 

Using  computer-aided  design  AMI  is  creating  a 
new  kind  of  health  care  center.  One  that  promotes 
shorter  hospital  stays,  greater  use  of  outpatient  ser- 
vices, and  increased  operational  and  medical  efficiencies. 
These  hospitals  of  the  future  will  provide  diagnosis 
through  satellite  communication,  new  treatment 
techniques,  and  technologies  we've  yet  to  imagine. 

Innovative  responses  to  the  changing  needs  of  our 
marketplace  are  the  way  AMI      jam,  WkjBA  W 
is  growing.  We  believe  they  jftfljllvl 
will  be  an  important  part     a     _  _ 
of  a  healthier  future  for  The  International 

us  all  Health  Care 

Services  Company 


©1980 


For  more  information  on  how  we  see  the  future  of  health  care,  write  to  The  Director  of  Communications, 
American  Medical  International,  414  North  Camden  Drive,  Beverly  Hills,  California  90210  (213)  278-6200 


1  have  to  make  sure  we  clothings  right. 
After  all,  it's  my  name  on  the  door." 

Bill  Marriott,  President 
Marriott  Corporation 


"Checking  on  our  hotels,  las 
year,  I  traveled  110,000  miles. 

I  visited  every  single  Marnoti 
Hotel  — some,  more  than  once. 

I  inspected  more  than  1,000 
hotel  rooms.  Examined  48 
ballrooms.  Toured  63  kitchens. 

So  I  know  as  well  as  you  del 
business  trips  are  hard  work. 

That's  one  reason  all  of  us  a 
Marriott  work  so  hard  to  take  the 
hassle  out  of  your  stay. 

We  think  that  when  you  chec 
in,  you  should  be  able  to  check  in 
fast.  And  if  you  ask  for  a  6: 15  wc 
up  call,  that's  when  it  should  arrive 

It's  just  a  question  of  paying 
attention  to  the  details.  Wanting  tc 
do  things  right. 

This  attitude  helps  explain 
why  Marriott  has  one  of  the  high-l 
est  occupancy  rates  in  the  hotel 
industry.  And  why,  over  the  past 
year  or  so,  we've  been  able  to 
keep  opening  up  new  hotels  at  th' 
rate  of  nearly  two  a  month. 

Our  popularity  and  success 
make  all  of  us  at  Marriott  proud. 
And  no  one  more  than  me. 

After  all,  it's  my  name  over 
the  door" 

Marriott  Hotels 


WHERE  TO  FIND 
MARRIOTT  HOTELS: 

Albuquerque,  NM 
Anaheim,  CA 
Atlanta,  GA/4  locations 
Austin,  TX 

Baltimore,  MD/Marriott's  Hunt  Valley  Inn 

Blacksburg,  VA 

Boston,  MA/2  locations 

Buffalo,  NY 

Charleston,  WV 

Chicago,  IL/4  locations 

Cincinnati,  OH 

Cleveland,  OH/2  locations 

Columbus,  OH/2  locations 

Dallas,  TX/4  locations 

Dayton,  OH 

Denver,  CO/2  locations 

Des  Moines,  IA 

Detroit/Ann  Arbor,  Ml 

El  Paso,  TX 

Fort  Lauderdale,  FL 

Fort  Wayne,  IN 

Galveston,  TX 

Grand  Rapids,  Ml 

Harrisburg,  PA 

Hartford,  CT 

Hawaii/Maui  Marriott  Resort 

Hilton  Head,  SC/Marriott's  Hilton  Head  Resort 

Houston,  TX/4  locations 

Indianapolis,  IN 

Kansas  City,  MO 

Key  West,  FL/Mamott's  Casa  Marina  Resort 

Lake  of  the  Ozarks,  MO/Tan-Tar-A  Resort 

Lexington,  KY/Marrioft  Griffin  Gate  Resort 

Los  Angeles,  CA 

Louisville/Clarksville,  IN 

Marco  Island,  FL/Marco  Beach  Resort 

Marina  del  Rey,  CA 

Miami,  FL 

Milwaukee,  Wl 

Mmneapolis/Bloomington,  MN 

Nashville,  TN 

New  Orleans,  LA 

Newport  Beach,  CA 

New  York,  NY/3  locations 

Omaha,  NE 

Orlando,  FL 

Philadelphia,  PA 

Pittsburgh,  PA/2  locations 

Point  Clear,  AL 

Portland,  OR 

Providence,  Rl 

Raleigh,  NC 

Rancho  Mirage,  CA/ 

Marriotts  Rancho  Las  Palmas  Resort 
Rochester,  NY/2  locations 
Saddle  Brook,  NJ 
St  Louis,  MO/2  locations 
Salt  Lake  City,  UT 
San  Antonio,  TX/2  locations 
San  Francisco  Bay,  CA/at  Berkeley  Marina 
Santa  Barbara,  CA/Santa  Barbara  Biltmore 
Santa  Clara,  CA 

Scottsdale,  AZ/Marriott's  Camelback  Inn 

Marriott's  Mountain  Shadows  Resort 
Seattle,  WA 
Somerset,  NJ 
South  Bend,  IN 
Springfield,  MA 
Stamford,  CT 
Syracuse,  NY 
Tampa,  FL 

Westchester  County,  NY 
Tucson,  AZ 
Vail,  CO 

Washington,  DC/9  locations 

Worcester,  MA 

INTERNATIONAL 

Acapulco,  Mexico/Paraiso  Marriott 

Athens,  Greece 

Amsterdam,  The  Netherlands 

Barbados,  West  Indies/Sam  Lord's  Castle 

Middle  East/6  locations 

Panama  City,  Panama 

RESERVATIONS:  Call  a  professional,  your 
travel  agent,  or  Marriott's  toll-free 
number  (800)  228-9290, 


have  declined  all  requests 
for  interviews  for  over  a 
decade.  However,  inter- 
views with  more  than  a 
dozen  of  their  acquain- 
tances give  a  glimpse  into 
their  personalities.  The 
Bancroft  family's  home- 
town is  an  old,  wealthy 
coastal  town,  with  a  duck 
pond  on  the  common  and 
a  $200  backgammon  set 
for  sale  in  a  local  gift  shop. 
Mrs.  Cox  still  lives  there 
but  winters  in  Sarasota, 
Fla;  Mrs.  Cook  maintains 
two  homes  but  now  lives 
in  Sarasota. 

Associates  describe  Jes- 
sie Cox  as  salty-tongued 
but  extremely  good-heart- 
ed, with  a  taste  for  fine 
Scotch  and  a  lifelong  af- 
fection for  show  horses, 
particularly  hackneys. 
She  sits  on  the  board  of 
the  U.S.  Equestrian 
Team,  and  for  35  years 
has  been  active  in  the 
American  Horse  Shows 
Association.  She  still  at- 
tends horse  shows,  but 
she  left  the  Dow  Jones 
board  last  year  after  pass- 
ing the  mandatory  retire- 
ment age  of  70.  At  her   

seaside  home,  worth  an  estimated  $2 
million,  she  annually  hosts  the  finals 
of  a  local  tennis  tournament,  all  pro- 
ceeds going  to  charity. 

The  two  sisters  have  been  active 
philanthropists.  Among  the  recipi- 
ents of  their  generous  donations  are 
Massachusetts  General  Hospital, 
Children's  Hospital  in  Boston,  the 
South  Shore  Conservatory,  Milton 
Academy,  the  Boston  Symphony  Or- 
chestra and  the  Cohasset  Historical 
Society,  where  an  ermine-trimmed 
jacket  that  the  sisters  wore  as  chil- 
dren is  on  display. 

Jane,  though  interested  in  acting, 
riding  and  sailing  in  her  youth — she 
once  played  summer  stock  with 
Humphrey  Bogart — is  described  by  ac- 
quaintances as  shy  and  reserved.  No 
pictures  of  her  are  available  in  news- 
paper files  either  around  Cohasset  or 
in  Sarasota,  and  she  requested  that  the 
Cohasset  Historical  Society  not  re- 
lease a  picture  of  her,  as  a  young  wom- 
an, astride  a  horse  jumping  a  fence. 
Her  life  has  been  marked  by  tragedy: 
Two  husbands  died  of  cancer,  and  an- 
other marriage  ended  in  divorce. 

How  active  are  the  ladies  and  other 
family  members  in  Dow  Jones  affairs? 
"They're  absentee  landlords,"  says 
one  financial  analyst.  "They're  nice 


Jessie  Cox,  Dow  Jones'  largest  shareholder 
Hackneys  and  baked  beans. 


little  old  ladies  who  attend  meetings 
and  used  to  bring  a  pot  of  baked  beans 
to  the  Christmas  lunch,"  says  a  former 
company  official.  "They  don't  get  in- 
volved in  any  way  in  the  operations," 
President  Ray  Shaw  says  flatly. 

Others,  however,  suggest  that  the 
sisters  do  influence  corporate  policy 
when  it  comes  to  setting  the  dividend. 
"In  management  committee  meetings 
I  would  hear  it  mentioned  that  the 
dividend  had  to  be  secured  because  the 
sisters  lived  off  that  income,"  says  a 
onetime  Dow  Jones  executive.  One 
analyst  who  concurs  points  out  that 
the  company's  dividend  payout  ratio  is 
fairly  high— usually  40%  to  50%  of 
earnings.  "Still,"  he  concludes,  "that 
hasn't  held  the  company  back." 

On  the  contrary,  Dow  Jones  gets  the 
best  of  both  worlds.  Management  is 
snugly  secure  against  a  takeover  and 
apparently  enjoys  the  near-total  inde- 
pendence necessary  to  think  long 
term.  That's  particularly  important 
these  days  when  companies'  futures 
depend  on  exploiting  new  technol- 
ogies. The  ladies  probably  won't  be 
around  to  see  the  day  when  the  data 
bases  become  more  important  than 
the  newspaper,  but  Dow  Jones'  un- 
usual ownership  structure  may  well 
survive  for  generations  to  come.  ■ 
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TAKE  CONTROL 
OF  YOUR  INVESTMENTS 


It  takes  more  than  instinct  and  hard  work  to  be  a  suc- 
cessful investor,  lb  really  take  control  of  your  invest- 
ment future,  you  need  fast,  accurate  information  from  a 
reliable  source.  The  kind  of  information  that  comes  only 
from  Dow  Jones,  the  world's  leading  provider  of  busi- 
ness and  financial  news.  Now  the  publisher  of  The  Wall 
Street  Journal  and  Barron  's  gives  you  instant,  electronic 
access  to  this  exclusive  information  in  the  convenience 
of  your  home  or  office. 

Here's  all  you  need  to  take  control.  All  it  takes  is  a 
personal  computer  —  such  as  Apple,  Commodore,  IBM, 
or  Radio  Shack-  and  DOW  JONES  NEWS/RETRIEVAL®. 
The  same  service  that's  the  number  one  choice  of  active 
investors  and  major  corporations,  including  9  of  the  top 
10  U.S.  financial  institutions. 

Track  stock  quotations.  Current  stock  quotes  (de- 
layed 15  to  30  minutes  from  the  floor  of  the  exchange) 
for  over  6,000  companies.  Yesterday's  closing.  Today's 
opening.  Plus  high/low  data,  volume  traded,  and  his- 
torical quotes  back  to  1978. 

Save  time  managing  your 
portfolio.  Dow  Jones'  financial 
software  makes  portfolio  manage- 
ment fast  and  simple.  Monitor,  evalu- 
ate, graph  and  update  your  portfolio 
instantiy.  Compute  your  stocks '  gains 
and  losses  based  on  the  very  latest 
prices. 


A  powerful  investment  research  tool.  Revie\l 

news  that  could  affect  your  current  and  future  holdings 
Receive  constandy  updated  news  from  The  Wall  Stre 


Journal,  Barron  s  and  the  Dow  Jones  News  Wire  (as  n 
cent  as  90  seconds,  as  far  back  as  1979).  Examine  corpc 
rate  and  industry  profiles,  complete  with  vital  10-K  data 
corporate  earnings  forecasts;  detailed  current  and  his 
torical  financial  statistics;  weekly  economic  updates 
and  other  important  financial  data. 

It's  easy  and  inexpensive.  You  need  no  specialize! 
computer  skills  or  technical  know-how  and  it's  surpris 
ingly  inexpensive.  Ask  for  a  free  demonstration  at  you 
nearest  computer  store  or  call  the  toll-free  Dow  Jone 
Hodine. 

Don't  be  confused.  Others  may  offer  stock  quotes,  bv 
there's  only  one  Dow  Jones.  This  is  the  only  service  tha 
gives  you  access  to  the  entire  Dow  Jones  data  base.  Th 
only  service  that  gives  you  total  control  over  you 
investments. 

Call  Toll  Free  800-257-5114 

(In  New  Jersey  609-452-1511) 


DOW  TONES 


DOM  FONI  S  M  us  HETHIE\  \l.  is  a  registered  trademark  of  Dow  Jones  &  Company.  Inc 


he  government  wants  to  end  its  involve- 
ment with  adolescent  sex,  triggering  great 
controversy,  but  the  adolescents  may  have 
\n  easier  time  adjusting  than  the  adults. 

A  hard  pill 
to  swallow? 


By  Beth  Brophy 

J^^k  NE  THING  YOU  CAN  COUNT  ONI 

■  The  supporters  of  big  govern- 
%J  merit  believe  that  no  one  can 
o  anything  unless  the  government 
ills  them  how.  That  is  even  true 
bout  the  art  of  not  having  babies. 
This  issue — whether  the  govern- 
ment should  guide  adolescent  girls 
pith  their  contraceptive  problems 
nd  give  them  free  birth  control 
ills — is  the  number  one  philosophi- 
al  battle  of  the  Reagan  Administra- 
ion  today.  The  conservatives  don't 
tave  the  votes  to  end  the  program,  so 
hey  have  proposed  the  squeal  rule, 
ederally  funded  clinics  and  hospitals 
ivould  have  to  notify  within  ten  days 
he  parents  of  an  unmarried 
r;irl  under  18  that  they  had 
ftiven  her  the  pill  or  other 
)irth  control  devices.  The 
parents  must  acknowledge 
the  notice  before  the  girl  is 
;;iven  more. 

)  "Someone  in  the  White 
House  decided  that  teenagers 
vho  don't  know  about  con- 
traceptives won't  think 
fibout  sex,"  says  Representa- 
tive Henry  Waxman 
j-D-Cal.),  who  is  leading  the 
right  against  the  proposed 
Irule  by  the  Department  of 
Health  &  Human  Services. 
'  "Giving  13-,  14-  and  15- 
fyear-old  kids  contraceptives 
is  putting  a  stamped  seal  of 
approval  on  promiscuity," 
retorts  Louise  Ropog,  family 
director  of  Washington's 
Moral  Majority  chapter. 

In  all  probability,  when  the 
rule  comes,  it  won't  stop  pro- 
miscuous adolescents.  It 
won't  bring  on  a  wave  of 
pregnancies,  either.  What  ev- 


eryone seems  to  forget  is  that  the  gov- 
ernment has  no  monopoly  on  birth 
control.  There  is  a  vast  private  system 
that  works,  too.  Adolescents  can  go  to 
private  doctors;  a  pill  prescription 
costs  as  little  as  $7.59  a  month,  the 
price  of  a  phonograph  record.  The  first 
examination  to  get  the  prescription  or 
birth  control  device  costs  $50,  a  little 
more  than  a  pair  of  designer  jeans. 
The  number  of  adolescent  pregnan- 
cies is  likely  to  be  declining  anyway, 
simply  because  the  population  of  15- 
to- 1 9-year-old  girls  has  been  dropping, 
from  10.4  million  in  1980  to  8.8  mil- 
lion by  1985. 

None  of  that  is  to  minimize  the 
issue,  for  young  girls  facing  sexual 
decisions  are  struggling  in  a  constant 


Health  &  Human  Services  Secretary  Richard  Schiveiker 
Permission  for  school  trips  but  not  for  the  pill. 


media  barrage  of  sexual  innuendo,  es- 
pecially in  the  jeans  ads.  On  the  right 
are  those  that  believe  old-fashioned 
morality  should  be  reflected  in  gov- 
ernment; on  the  left  are  those  believ- 
ing that  government  should  involve 
itself  in  everybody's  problems. 

On  one  side  is  Reagan.  "I  do  regret 
we  do  not  have  the  votes  to  defeat  the 
[entire]  family-planning  program," 
the  President  has  said  in  supporting 
the  rule  changes  to  cripple  it.  He  has 
allies  among  conservative  politicians 
and  with  Roman  Catholic,  Lutheran 
and  Baptist  groups.  On  the  other  side 
are  such  groups  as  the  American  Civil 
Liberties  Union,  Planned  Parenthood, 
and  the  American  medical  and  gyne- 
cologists associations. 

It's  a  complex  issue.  The  squeal  rule 
would  go  against  doctor-patient  confi- 
dentiality. Yet,  HHS  Secretary  Rich- 
ard Schweiker  notes,  "It  is  paradox- 
ical that  parents  must  give  written 
permission  before  a  child  can  go  on  a 
school  trip,  but  when  drugs  and  de- 
vices with  potentially  serious  health 
consequences  are  prescribed,  federal 
policy  until  now  has  not  recognized 
parental  involvement." 

The  government  spent  $162  mil- 
lion on  5,000  family-planning  clinics 
last  year,  which,  among  other  duties, 
treated  1.3  million  adolescents,  main- 
ly girls,  and  gave  out  500,000  prescrip- 
tions for  birth  control  pills,  16,000 
diaphragms  and  13,000  IUDs.  In  the- 
ory, youngsters  with  money  are  sup- 
posed to  pay;  in  practice  there's  not 
much  checking,  and  free  service  is 
common. 

Adolescent  pregnancies 
are  running  more  than  1  mil- 
lion a  year — there  are  no  fig- 
ures that  are  up-to-date — but 
about  one-third  of  those  are 
among  married  young  wom- 
en. There's  also  no  evidence 
that  the  government's  birth 
control  advice  has  done 
much  of  anything  to  lower  or 
raise  that  number.  And  right 
or  wrong,  the  Administra- 
tion will  move  to  get  out  of 
the  adolescent  sex  business, 
first  with  the  squeal  rule, 
probably  later  by  trying  to 
cut  the  money  appropriated 
for  the  clinics.  The  liberals  in 
the  issue  are  pouring  letters 
in,  at  the  rate  of  7,000  a 
week,  mostly  opposing  the 
new  rule.  But  they  aren't 
likely  to  stop  the  Reagan 
team.  "This  is  not  a  referen- 
dum," says  Marjory  Meck- 
lenburg, Reagan's  director  of 
family  services  at  Health  & 
Human  Services.  ■ 
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Computer  software  distribution  might 
sound  like  a  big  yawn.  But  not  if  you  take 
a  look  at  little  Softsel1  s  big  numbers.  . 


More  than 
middlemen 


By  Kathleen  K.  Wiegner 

Robert  Leff  and  David  Wag- 
man,  cofounders  of  Softscl 
Computer  Products,  don't 
make  computer  products.  They  don't 
make  anything.  Except  money.  Tiny 
Softsel,  with  gross  margins  of  around 
23%  and  sales  this  year  estimated  at 
$25  million,  has  hooked  itself  into  the 
booming  personal  computer  market 
as  the  largest  distributor  of  software 
for  those  little  machines.  The  private- 
ly held  company  was  started  about  19 
months  ago  with  just  $10,000,  and  to 
date  hasn't  had  to  borrow  a  cent. 

Back  in  October  1980,  Wagman 
and  colleague  Leff,  who  has  degrees 
in  business  administration  and  com- 
puter science,  were  working  for 
Transaction  Technology,  a  subsid- 
iary of  Citicorp.  What  the  personal 
computer  business  needed,  Leff  de- 
cided, was  a  middleman,  someone 
who  could  deal  with  the  1,200  to 
1,500  retail  computer  stores  on  one 
hand,  and  on  the  other,  the  quasi- 
cottage  industry  of  often  freelance 
computer  wizards  who  write  the  pro- 
grams. Why  use  a  middleman?  Take 
an  all-too-typical  experience  at  Soft- 
sel. "We  had  just  received  a  big  order 
for  a  program  and  we  called  the  guy 
who  wrote  it  and  asked  how  soon  he 
could  ship,"  Leff  says.  "He  said  it 
would  be  a  few  weeks — he  was  just 
leaving  on  vacation!" 

For  $1,300  Leff  bought  out  a  friend 
who  was  literally  peddling  software 
door  to  door  to  retail  stores,  and  began 
pounding  the  pavement  himself  in 
the  evenings  and  on  weekends.  Leff 
grossed  $5,000  his  first  month.  Soon 
after,  he  quit  his  job  and  took  on  Wag- 
man  as  a  partner.  Since  Wagman  put 
up  the  $10,000,  he  got  half  the  busi- 
ness and  the  position  of  chairman  of 
the  board. 


What  Leff,  35,  and  Wagman,  30,  do 
is  really  simple.  At  the  back  of  Soft- 
sel's  wood-paneled,  soft-carpeted  of- 
fices is  a  cavernous  warehouse.  Gray 
steel  shelving  is  packed  with  more 
than  1,000  different  book-size  selec- 
tions of  computer  software — every- 
thing from  VisiCalc  to  the  hot  home- 
video  game  of  the  moment,  Jawbreak- 
er. Retailers  from  across  the  U.S. 
telephone  orders  in  to  the  front  of- 
fices, as  often  as  once  a  week,  and  out 
the  warehouse  doors  they  go  in  Unit- 
ed Parcel  Service  boxes.  Softsel  takes 
20%  of  the  retail  price  for  its  cut.  The 
retailer  and  the  software  publisher 
split  the  rest. 

In  addition,  Leff  and  Wagman  are 
market  researchers  in  a  business 
where  120  to  150  new  software  prod- 


Softsel's  Robert  Leff  and  David  Wagman 
Plugging  into  personal  computers. 


ucts  may  hit  the  market  every  mont 
Before  they  take  one  on,  they  test  it  { 
be  sure  it  does  what  its  creator  says 
does,  and  to  see  if  it's  easy  to  ua 
Then,  at  a  weekly  meeting,  Leff,  Wai 
man  and  the  heads  of  the  sales  an 
product  groups  decide  whether  th 
product  is  worth  their  while.  "Som 
guy  may  have  a  great  program  for  dd 
termining  the  various  depths  of  th 
Grand  Canyon,"  laughs  Wagmai 
"but  how  many  would  we  sell?"  Sofl 
sel  also  sends  out  monthly  bulletin 
to  retailers,  keeping  them  up  to  dat 
on  new  products  or  advising  them  o 
manufacturers'  specials. 

As  with  any  middleman,  movin 
inventory  is  the  key.  With  so  man 
products  to  keep  track  of,  Leff  an| 
Wagman  use  a  daily  computer  tally  c 
what's  selling  and  what  isn't.  That  il 
critical,  because  80%  of  Softsell 
sales  come  from  only  20%  of  th 
software  it  handles.  But  that  20%  cai 
change  rapidly,  particularly  with  th\ 
faddish  home-video  games,  which  ad 
count  for  about  35%  of  dollar  sales 
"Games  peak  and  fall  off  like  the  to] 
40  records,"  says  Wagman. 

Because  a  software  program  can  b< 
duplicated  easily  once  it  is  written 
Softsel  can  quickly  call  up  its  suppli 
ers  for  more  copies  if  a  package  turn$ 
out  to  be  a  big  hit.  Similarly,  wheri 
sales  begin  to  turn  downward,  the  faul 
cet  can  be  turned  off.  Result:  Softse 
can  turn  its  inventory  completely  ii] 
less  than  a  month. 

The  only  big  competition  Leff  anc 
Wagman  now  see  could  some  daj 
come  from  cable  TV,  if  cable  were 
say,  to  start  beaming  computer  games 
directly  to  home  computers — soft] 
ware  by  cable.  ComputerLand,  the 
largest  retail  computer  chain,  offers 
its  250  franchises  software  from  a  cen^ 
tralized  division,  but  120  of  them  pre-< 
fcr  to  buy  from  Softsel.  Mass  mer-^ 
chandiscrs  like  Macy's  and  Sears,  who 
are  just  getting  into  computer  retail^ 
ing,  could  eventually  buy  in  volume; 
direct  from  the  bigger  software 
houses,  but,  argues  Wagman,  big  isl 
not  necessarily  better  in  this  busi- 
ness. "The  mom-and-pop  retailersi 
know  software, "  he  says.  "They  use  usi 
for  convenience.  The  mass  merchan- 
disers need  our  expertise  in  order  toi 
evaluate  new  products." 

How  long  can  Softsel  keep  grow- 
ing— so  far  it's  been  doubling  every 
quarter — before  running  out  of  cash? 
"It's  not  entirely  clear  to  us,"  answersi 
Wagman,  who  also  has  a  bachelor's 
degree  in  business  administration  and 
worked  as  a  computer  programmer. 
"Even  our  wildest  expectations  were 
totally  low  as  to  how  fast  this  busi- 
ness would  take  off."  ■ 
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An  intelligently  structured 
correspondent  network 
eliminates  friction 
in  all  the  right  spots. 


The  smoothness  with 
which  international 
business  is  transacted  de- 
not  only  on  having  the  right 
rrespondent  banking 
nnections  in  the  right 
untries.  It's  also  a  matter 
access  -  the  speed 
which  your  instructions 
an  be  transmitted,  your 
lans  implemented.  With 
I  minimum  of  time  and 
Iffort  on  your  part. 

To  facilitate  this 
process,  Bank  of  Montreal 
'ias  organized  top-flight 
management  teams  to 
vork  with  our  correspon- 
lent  banks  in  each  or  the  key 
egions  of  the  world.  This 
worldwide  network  ensures 
hat  the  facilities  of  these  care- 
ully  chosen  correspondent  banks 
ire  linked  together  in  the  most 
efficient  way  to  serve  your  banking 
nterests,  whatever  they  may  be, 


virtually  anywhere  in  the  world. 

Of  course,  our  cor- 
respondent banking  connections 
are  complemented  by 


Bank  of  Montreal's 
own  international 
network  of  branches, 
subsidiaries  and 
affiliates  located  in  key 
countries  around  the  world. 
So  when  you  want  to 
do  business  abroad,  come  to 
Bank  of  Montreal.  You'll  find  it 
easier  to  get  up  to  speed  when  you 
have  an  expert  who  knows 
how  to  eliminate  friction  for  you. 

Contact  your 
Bank  of  Montreal  Account 
Manager,  or  Correspondent  Banking 
Division  Officers. 

In  Canada  - 
Toronto  (416)  867-6449 

In  the  U.S.  - 

New  York  (212)  758-6300 

In  Europe  - 

London  (01)  377-1000 

In  the  Far  East  - 

Singapore  (65)  220-7266 


It  takes  two 
working  together 

to  produce 
results. 


You  will  now  find  the  stock  of  Hitachi  listed  c 
the  New  York  Stock  Exchange.  •Perhaps  yc 
wonder  why.  •We  at  Hitachi  believe  the  takir 
of  this  step  demonstrates  the  earnestness 
our  commitment  to  become  a  full-fledged  men 
ber  of  the  American  business  community.  •  VI 
also  believe  our  increased  business  activity  he! 
can  contribute  significantly  to  the  diversity,  growt 
and  strength  of  the  American  economy.  •From  i 
founding,  Hitachi  has  dedicated  itself  to  quality  in  eve 
respect.  We  have  always  endeavored  to  develop  and  manufacture  products  that  meet  the  moi 
exacting  standards  of  excellence.  ©We  feel  strongly  that  today's  Hitachi  electronic  devices,  ele 
trie  power  equipment,  and  home  appliances  meet  those  standards,  and  in  doing  so  make  life  easifl 
and  more  enjoyable  for  those  who  use  them.  •Of  course,  we  can't  succeed  in  the  United  State 
without  the  support  and  respect  of  the  people  here.  We  realize  that  such  support  and  respect  must  t 
earned,  and  intend  to  do  so  by  shouldering  all  the  responsibilities  of  the  good  corporate  citizei 
•Jobs  are  undoubtedly  the  number  one  priority  at  the  moment.  Right  now,  over  three  thousan 
Americans  are  working  with  us  in  the  U.S.  in  our  manufacturing,  sales,  and  service  activitiei 
•This  number  of  jobholders  is  increasing  steadily,  and  we  feel  certain  will  continue  to  increase  for 
long  time  .to  come.  •  Hitachi  is  a  company 
with  its  eyes  on  the  future.  We  invite  you 
to  join  us  in  building  a  better  tomorrow. 


Kaisushige  Mna 
President  and 
Chief  Executive  OfTii) 
Hitachi,  Ltd 


Hitachi,  Ltd. 

Head  Office 

Tokyo,  Japan 

Sales 

$15,996  Million 

Net  Income 

$615  Million 

Subsidiaries 

531 

Employees 

1 70,000 

Shareholders 

260,000 

0  HITACHI 


Main  Products: 


Power  Systems  and  Equipment 

Nuclear  Power  Plants,  Hydroelectric 
Power  Plants,  Thermal  Power  Plants, 
Water  Turbines,  Steam  Turbines,  Gas 
Turbines,  Generators,  Boilers, 
Transformers,  Circuit  Breakers,  Motors, 
Control  Equipment,  Switchboards, 
Automobile  Parts  and  Accessories 

Consumer  Products 

Television  Sets,  Hi-Fi  Audio  Equipment, 
Radios,  Tape  Recorders,  VTRs,  Video 
Cameras,  Room  Air  Conditioners, 
Refrigerators,  Washing  Machines, 
Microwave  Ovens,  Vacuum  Cleaners, 
Space  Heating  and  Warming 
Appliances,  Kitchen  Appliances,  Lighting 
Fixtures,  Dry  Batteries,  Audio  and  Video 
Tapes 

Information  and  Communication 
Systems  and  Electronic  Devices 

Telephone  Exchanges,  Facsimile 
Equipment,  Broadcasting  Equipment, 
Data  Communications  Equipment, 
Electronic  Computers,  Computer 
Terminals  and  Peripherals,  Picture 
Tubes,  Liquid  Crystal  Displays, 


Magnetrons,  Semiconductors,  Integrated 
Circuits,  Microcomputers,  Office 
Automation  Equipment,  Scientific 
Research  Instruments,  Electron 
Microscopes,  X-Ray  Apparatus,  Medical 
Engineering  and  Electronics  Equipment 

Industrial  Machinery  and  Plants 

Compressors,  Pumps,  Blowers,  Rolling 
Mill  Equipment,  Chemical  Plants, 
Tonnage  Oxygen  Plants,  Construction 
Machinery,  Cranes,  Elevators, 
Escalators,  Refrigeration  Equipment,  Air 
Conditioning  Equipment,  Environmental 
Control  Equipment,  Welding  Equipment, 
Industrial  Robots,  Electric  Locomotives, 
Diesel  Locomotives,  Passenger 
Coaches,  Electric  Cars,  Diesel  Cars, 
Monorail  Cars 

Wire  and  Cable,  Metals,  Chemicals 
and  Other  Products 

Electric  Wire  and  Cable,  Rolled  Copper 
Products,  Optical  Fiber  Cable,  Special 
Steels,  Rollers  for  Rolling  Mills, 
Malleable  Cast  Iron  Products,  Forged 
and  Cast  Steel  Products,  Pipe  Fittings, 
Synthetic  Resin  Materials  and  Products, 
Carbon  and  Graphite  Products,  Electric 
Insulating  Materials,  Printed  Circuit 
Boards 


When  the 
Market  Moves, 
You  Should  "Ibc 

S&P  500 
Futures 


■  arge  and  small.  Individuals  and  institutions.  The  35  million 
I  Americans  who  own  stocks  have  one  thing  in  common:  risk. 
I  While  we  all  share  the  hope  our  stocks  will  rise  in  value,  it's 
Lh  important  to  limit  our  market  risk. 

The  Chicago  Mercantile  Exchange's  Index  and  Option  Market 
offers  an  innovative  futures  contract  that  allows  many  investors 
to  reduce  their  stock  market  risks,  while  simultaneously  partici- 
pating in  broad  market  moves. 

The  lOM's  contract  is  based  on  the  Standard  &  Poor's  500 
Index,  one  of  the  most  sophisticated  and  widely-followed  market 
indicators  available.  S&P  500  futures  help  conservative  inves- 
tors manage  their  inherent  stock  market  risks,  while  allowing 
those  with  adequate  venture  capital  to  take  advantage  of  new 
market  opportunities. 

To  learn  more  about  S&P  500  futures  trading  on  the  IOM,  ask 
your  broker  for  a  copy  of  Opportunities  in  Stock  Futures  and 
other  materials  on  futures  trading.  Together,  you  and  your  broker 
can  assess  the  benefits  and  risks  of  stock  futures  trading  and 
determine  what  role  it  should  play  in  your  investment  strategy.  I 


Markets  For  Today's  Investor 

(fb  INDEX  AND 

~J  'option 

^|\/|ARKET 

DIVISION  OF  CHICAGO  MERCANTILE  EXCHANGE 

444  W.  Jackson  Blvd.  ■  Chicago,  IL  60606  ■  312/648-1000 
Offices  in  New  York  and  London 


Everyone  knows  General  Motors  underes- 
timated the  Japanese  in  the  car  business, 
but  here's  a  surprise:  Its  also  losing  out  to 
General  Electric  in  locomotives. 

On  the 
siding 


By  Jeff  Blyskal 

Every  locomotive  has  a  dead- 
man  control.  The  device  disen- 
gages the  throttle  when  the  en- 
gineer's hand  isn't  on  it,  automatical- 
ly stopping  the  train. 

Something  like  that  seems  to  have 
happened  at  General  Motors'  Electro- 
Motive  Division.  Two  years  ago  this 
$1.1  billion-a-year  operation  was  the 
premier  U.S.  locomotive  manufactur- 
er, with  75%  of  the  market,  but  today 
EMD  is  just  ahead  of  General  Electric, 
its  sole  domestic  competitor. 

It's  easy  to  see  why  EMD  might 
snooze  at  the  throttle.  General  Elec- 
tric's  transportation  unit  had  been 
losing  money  and  selling  breakdown- 
prone  locomotives  for  years.  Its  units 
averaged  a  slim  50  days  between  re- 
pairs and  were  available  for  use  just 
88%  of  the  time,  vs.  up  to  97%  for  GM 
models.  GM  locomotives  were  also 
more  fuel  efficient,  and  getting  parts 
for  the  GE  equipment  was  like  wait- 
ing for  a  frozen  track  switch  to  thaw 
by  itself  in  January.  In  all,  maintain- 
ing a  GE  fleet  was  nearly  three  times 
as  expensive  as  dealing  with  GM. 

But  GE  is  no  longer  a  laughable  also- 
ran  competitor.  Under  Carl  Schlem- 
mer,  manager  of  the  company's  trans- 
portation unit,  GE  has  spent  a  lot  of 
time  revamping  its  locomotive  busi- 
ness. Schlemmer  also  realized  that  in- 
ferior GE  diesel-electric  locomotives 
sold  in  the  Seventies  were  giving  the 
firm  a  bad  name.  So  he  spent  $15 
million  to  refit  the  old  fleet  and  offered 
to  absorb  labor  costs  on  fuel-enhance- 
ment modifications. 

Now  GE's  new  C36-7,  a  3,600- 
horsepower  loco,  is  beating  EMD's 
comparable  model,  primarily  because 
of  its  higher  fuel  efficiency.  "With 
fuel  at  80  cents  a  gallon,  fuel  costs  are 
higher  than  crew  costs,  which  has 


never  happened  before,"  says  Hobart 
Scott,  vice  president  of  Norfolk  &. 
Western,  which  recently  bought  25 
new  GE  engines.  With  the  average 
N&W  locomotive  using  320,000  gal- 
lons of  fuel  per  year,  each  GE  unit 
could  save  the  railroad  $16,000  per 
year.  "It  still  costs  more  to  maintain 


GE's  engine,  but  fuel  costs  far  over- 
shadow maintenance  costs  today," 
says  another  railroad  operating  man. 

GE  is  on  the  fast  track.  Last  year  it 
sold  400  locomotives  worldwide, 
pushing  it  close  to  GM's  440  (most 
sales  are  domestic).  Based  on  projec- 
tions by  both  companies,  GE  should 
do  the  same  or  slightly  better  this 
year,  but  GM  will  drop  to  300  units, 
losing  its  historic  market  leadership. 
At  prices  of  between  $800,000  and 
$1.2  million  apiece,  that  means  a  total 
of  nearly  $400  million  in  revenues  for 
GE.  GE  has  been  running  strong  over- 
seas, too,  recently  winning  a  ten-year 
contract  with  the  Mexican  National 
Railway  worth  up  to  $1  billion.  That 
brings  in  a  handy  $80  million  or  so  in 
annual  revenues. 

At  the  moment,  nearly  20%  of  the 
domestic  locomotive  fleet  is  in  stor- 
age because  of  reduced  freight  ship- 
ments, and  railroads  are  buying  little 
new  equipment.  Workers  in  GE's  Erie 
plant  produced  between  2  and  3  locos 
2  day  in  1979,  but  are  now  turning  out 
only  1.5  per  day.  Things  are  much 
gloomier  at  EMD's  main  plant  in  La 


A  General  Motors  locomotive  and  General  Electric's  Pennsylvania  plant 

After  years  as  a  market  leader,  GM  is  on  the  defensive.  A  fuel-efficient 

engine  has  put  GE  on  the  fast  track. 
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Our  maximum 
commission  on 
a  hundred 
share  trade  *- 
is$25 


Discount  commissions 

As  an  independent  investor, 
you  appreciate  the  value  of 
making  your  trades  with 
minimum  commission  charges 
You  want  to  be  charged  only  for 
the  services  you  need.  You  can 
enjoy  discount  commission  rates 
at  Rose  &  Company. 


Services  you  need 

As  an  independent  investor, 
you  want  fast,  accurate, 
objective  market  data  and  trans- 
actions At  Rose  &  Company, 
you  benefit  by  talking  with 
salaried  Account  Representatives, 
trained  to  work  efficiently  and 
professionally. 


Compare  that  to  what  you  pay  now. 


Rose 


BOARD  OF  TRADE  BUILDING  •  CHICAGO.  ILLINOIS  60604 
CHICAGO     •     LOS  ANGELES     •  PITTSBURGH 

Member  New  York  Stock  Exchange.  Inc  and  Other  Principal  Exchanges 


Please  send  your  free  discount  trading  brochure. 


F1510 


Name 
Address 

City  State  Zip 

Member  Secunties  Investor  Protection  Corporation  (SIPC) 
Securities  held  in  customer  accounts  are  protected 
up  to  $500,000 

©  198 1  Rose  &  Company  Investment  Brokers.  Inc 


Nationwide  toll  free 

(800)  621-3700 

Illinois  toll  free 

(800)  572-3188 

Chicago  area 

(312)987-9400 
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Grange,  111.  It  has  capacity  to  produce 
5.5  locomotives  per  day,  and  is  turn 
ing  out  only  1.5.  In  February  there 
were  press  reports  that  GM  was 
thinking  of  getting  out  of  the  business 
altogether,  but  EMD  General  Man 
ager  Peter  Hoglund  dismisses  the  sto 
ries  as  "rumor." 

How  could  EMD  lose  its  grip  sc 
quickly?  "In  the  old  days,  the 
business  was  driven  by  demand  foi 
reliability,  and  when  the  fuel  was  1Q 
cents  a  gallon,  a  5%  fuel  saving  meant 
nothing,"  says  Hoglund.  "Like  thq 
Japanese  in  autos  ...  it  so  happens  GE 
had  a  fuel-efficient  engine  when  the 
fuel  crunch  hit."  GM  was  slow  to  see 
what  was  happening  in  the  locomo 
tive  market. 

EMD  is  working  on  improving  fuel 
efficiency,  but  won't  switch  from  its 
two-stroke  to  the  more  efficient  four 
stroke  engines  GE  uses.  That  would 
be  expensive,  and  critics  say  EMD  is 
hobbled  by  its  parent's  cash  squeeze 

With  GM  playing  catch-up,  howev- 
er, GE  isn't  standing  still.  Schlemmer 
is  fine-tuning  his  engine  to  get  another 
5%  fuel  saving  over  the  next  five  years, 
and  he  has  a  trainload  of  cost-cutting 
plans.  GE  already  enjoys  a  $5-per-hour 
labor  advantage  over  EMD,  and  that 
isn't  likely  to  change  much  soon.  In) 
addition,  GE  is  spending  $316  million 
to  modernize  its  plant  and  increase 
capacity  to  800  locos  per  year.  Produc 
tivity  gains  will  also  come  from  com 
puter-driven  manufacturing  and  ro 
bots.  Finally,  Schlemmer  wants  to  cut 
the  number  of  product  options  in  half, 
to  277,  and  to  offer  only  9  models 
instead  of  the  present  14. 

Short  term,  the  prospect  for  the 
locomotive  business  is  bleak.  But 
the  future  is  another  story,  with  pro 
jected  demand  for  2,400  new  locomo 
tives  per  year  in  the  late  1980s.  Both 
Hoglund  and  Schlemmer  see  a  boom 
ahead  because  of  the  railroads'  rela 
tive  fuel  efficiency,  deregulation  and 
increased  coal  and  intermodal  traffic 
"The  outlook  for  the  railroad  industry 
is  probably  brighter  than  it's  been 
since  the  Twenties,"  says  Hoglund 
"and  GM  plans  very  much  to  be  the 
market  leader." 

For  the  first  time  in  decades,  how 
ever,  EMD  is  on  the  defensive.  The 
same  thinking  that  let  the  Japanese 
pass  GM  in  the  automobile  business 
also  let  GE  get  ahead  in  locomotives 
No  one,  of  course,  is  counting  out  the 
folks  from  Detroit.  But  for  now,  GM's 
first  priority  is  retaining  its  position 
on  the  highways.  EMD,  which  ac- 
counts for  only  2%  of  corporate  sales, 
is  well  down  on  the  list  of  priorities 
No  wonder  the  competitors  at  GE  see 
a  clear  track  ahead.  ■ 
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How  to  analyze  your  filing  problems 


If  you  recognize  any  of  these  seven  early-warn^  ing  signs  of  trouble,  call 


1-800-328-1 684*  for  help. 


Do  your  files  have  an  identity 
crisis?  If  your  files  are  constantly 
getting  mixed  up  with  others, 
you  should  consult  with  one 
of  3M's  file  management 
analysts.  They  can  straighten 
your  records  out  with  one  of 
3M's  file  management  systems 


Are  your  files  a  difficult 
sort?  Sorting  information 
out  in  order  to  file  it 
away  is  often  the  most 
time-consuming  part 
of  maintaining  a  filing 
system.  Your  3M  file 
management  analyst  can 
show  you  a  filing  system 
that  doesn't  need  to 
have  input  presorted 
for  it.  You'll  save  time 
and  money. 


Are  your  files  incapable  of 
adjusting  to  confined  spaces? 

Filing  systems  have  an 
unfortunate  tendency  to 
expand  at  an  astonishing 
rate,  quickly  outgrowing 
the  space  allotted  to  them. 
An  SRC  1050  System  from 
3M  can  reduce  your  record 
storage  space  by  up  to  95% 


Are  your  files  completely  gone? 

Lost  files  are  more  than  frus- 
trating, they  often  result  in 
costly  revisions,  upset  custom 
ers  and  a  drain  on  your 
productivity.  An  EF  system 
from  3M  is  the  ideal  therapy 
to  eliminate  this  problem 
permanently. 


File  Management  Systems 


Are  your  files  compulsive 
spenders?  If  the  cost  of  main 
taming  your  files  is  con- 
stantly on  the  increase,  there 
is  a  3M  file  management 
system  that  can  help 
you  compensate.  Our 
systems  have  helped 
reduce  somecompanies 
file  handling  costs  by  as 
much  as  33%. 


Are  your  files  out  of  touch  for 
hours?  Searching  for  misplaced 
files  can  be  a  real  drain  on  your 
employees'  time.  A  3M  Micra 
point  system  can  put  any 
document  you  need  at  your 
fingertips  in  30  seconds 
or  less. 


Do  your  files  break  down 
without  constant  atten- 
tion? As  your  filing 
system  grows,  it  may 
require  more  and  more 
personnel  to  manage  it. 
A  3M  file  management 
analyst  can  suggest  any 
number  of  ways  to  inhibit 
this  tendency,  and  even 
reduce  your  personnel 
needs. 


Yes,  I  need toconsult withafile management 
analyst. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


Phone 


Send  to:  G.  Collins, 3M  Micrographic  Products  Div 
3M  Center-Building  216-2N,  St.  Paul,  MN  55144. 


3M  Hears  You. 


•In  Minnesota,  call  (800)  792-1072 


3M 


While  the  U.S.  fusses  over  the  moral  purity 
of  Guatemala  s  rulers,  Fidel  Castro  ships 
arms  to  their  enemies. 


Guatemala:  the 
ultimate  prize 


unsold  because  the  world  coffee  mar- 
ket has  slumped. 

In  a  restaurant  in  the  capital,  an 
American  news  photographer  recom- 
mends the  four-hour  bus  trip  to  Lake 
Atitlan,  a  blue  diamond  of  a  volcanic 
lake  surrounded  by  Indian  villages 
famed  for  their  handicrafts.  "When 
the  guerrillas  stop  the  tour  bus,  they'll 
take  your  watch  and  your  wallet.  Tell 
them  right  away  you're  a  periodista 
[journalist]  and  you  can  take  pictures 
of  them  torching  the  bus." 

It's  not  a  joke.  Guerrillas  have  raised 
an  estimated  $40  million  or  so  in  ran- 
som from  kidnappings,  while  hood- 


By  Allan  Dodds  Frank 


T|  oday  El  Salvador  is  the  big 
news  story.  Guatemala  will  al- 
most certainly  be  next.  On  a 
mile-high  mountain  outside  Guate- 
mala City,  Alfonso  Herrera  watches 
his  machete-wielding  workers  trim 
branches  from  dark  green,  leafy  coffee 
and  shade  trees  on  his  family's  finca, 
San  Agustin  Las  Minas.  He  brags  that 
the  high-mountain  coffee  is  among 
the  finest  in  the  country,  but  his 
warehouse  is  filled  15  feet  high  with 
parchment-colored,  dry,  unroasted 
beans,  more  than  one-third  his  crop 


lums  and  right-wingers  may  have  col- 
lected another  $20  million.  Impossi- 
ble? Coffee  grower  Herrera's  brother! 
Roberto,  a  former  foreign  minister,  was| 
kidnapped  outside  the  finca  and  ran- 
somed in  1 980  for  $  1 .3  million.  Ma  y  be 
guerrillas,  maybe  not.  "These  thugs 
have  made  a  racket  and  a  business  ol 
kidnapping,"  Alfonso  says. 

The  fear  creates  a  countermadness. 
Businessmen  travel  in  bulletproof 
limousines,  bodyguards  train  in  new 
karate  schools  and  former  Israeli  sol- 
diers run  security  counseling  services. 
Sitting  in  his  Cadillac,  a  leading  Gua- 
temalan agribusinessman  rails  at  the 
"Communists"  in  the  American  me- 
dia and  Congress.  He  mentions  Repre- 
sentative Michael  Barnes,  the  Mary- 
land Democrat  who  has  been  loudly 
critical  of  right-wing  death  squads  in 
Central  America.  "I  think  the  next 
time  Mike  Barnes  comes  to  Guatema- 
la, we  will  kill  him.  He  is  a  Commu- 
nist and  an  enemy." 

It's  all  part  of  the  bloody  and  con- 
fusing weaving  that  is  Guatemala. 
The  shuttle  moves  quickly  here  now 
with  changes  for  better  or  worse  oc- 
curring at  frightening  speed. 

What  was  a  handful  of  ragged  rebels  i 
just  five  years  ago  is  now  a  guerrilla 
army.  Spurred  by  fighting  in  Nicara- 
gua and  El  Salvador  to  the  south  and 
encouraged  by  Cuba,  that  army  today 
threatens  civil  war,  possible  racial 
war,  in  the  richest  and  most  populous 


Guatemalan  troops  at  the  National  Palace  on  coup  clay.  Mar.  23 

Corruption  and  concern  about  U.S.  disapproval  triggered  the  revolt  by  junior  officers. 

"In  anything  that  had  money  attached  to  it,  there  was  corruption,"  says  the  U.S.  ambassador. 
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Diamond  jewelry  is  available  in  a  wide  range  of  designs  and  prices.  A  useful  guideline  is  that  for  the  equi 
a  months  salary,  you  will  be  able  to  purchase  a  fine  piece  that  she'll  love  and  you'll  be  proud  of. 


A  diamond  is  forever.  De  Beers 


Cen  tral  America's  Biggest  Domino 


Central  Amer>  :a's  richest,  most  industrious  and  most  populous  country  is 
beset  by  guerr  lias,  corruption  and  widespread  killings.  If  Guatemala,  the 
free  enterprise  linchpin  of  the  floundering  Central  American  Common 
Market,  should  go  communist,  the  U.S.  would  have  problems  dwarfing 
those  caused  b  v  El  Salvador  and  Nicaragua.  The  oilfields  of  Mexico,  hard  by 
Guatemala's  new  oilfields  in  the  jungle,  would  be  first  to  be  threatened. 


Florida 


Atlantic 
Ocean 


Mexico 


El  Salvador 


Costa  Rica 


Pacific  Ocean 


Colombia  ■ 


Some  facts  and  figures 

Area:  42,042  square  miles 

(about  the  size  of  Tennessee) 

Population:  7.3  million 

Annual  growth  rate  of  population:  2.9% 

(U.S.,  1.1%;  Puerto  Rico,  1.6%) 

Life  expectancy  at  birth:  58 

(U.S.,  74;  Puerto  Rico,  72) 

Literacy:  61%  (1975) 

(U.S.,  99.5%;  Puerto  Rico,  96%) 


GDP   (1981    in  billions): 

$2,871.1;  Puerto  Rico,  $14.6) 


.76  (U.S. 


GDP  per  capita:  $1,200 

(U.S.,  $12,488;  Puerto  Rico,  $4,522) 

Exports  (1981):  $1.3  billion 
Imports  (1981):  $1.7  billion 


if  the  Central  American  nations. 

Guatemala's    economic  growth, 
learly  7%  annually  five  years  ago,  has 
unk  to  zero.  In  the  name  of  helping 
he  poor,  these  swaggering  leftistpisto- 
eros  have  helped  destroy  the  first  real 
ope  the  poor  have  had  in  centuries. 
Terrorism  wipes  out  tourism.  Price 
collapse  cripples  cotton  and  coffee. 
War  to  the  south  crimps  trade  with 
)artners  already  in  debt  to  Guatemala 
md  reduces  the  once  prosperous  Cen- 
tral American  Common  Market  to 
barter.  Foreign  bankers  have  cut  off 
Dver  $600  million  in  credit  since  1979. 
Foreign  insurance  companies  refuse  to 
einsure  farms.  A  U.S.  businessman  in 
he  country  ten  years  says  suppliers 
will  no  longer  ship  to  him  on  an  open 
iccount.  "They  say,  'Sure,  your  busi- 
ness is  still  good,  but  if  you  get  your  ass 
hot  off,  who  is  going  to  respond?'  " 

Amid  all  this  junior  officers  over- 
throw the  gover.  nent.  The  new  junta 
eader,  an  evan^  lical  Christian  gen- 
ral,  Efrain  Rios  Vlontt,  suspends  the 
constitution  am  doesn't  even  bother 
How  promise  of  free 
e  country  hails  the 
:ause  the  new  lead- 
an  end  to  the  kill- 
i  of  corruption.  Of 
course,  consider  lg  the  nation's  trou- 
ibles,  there  is  alv\  lys  the  possibility  of 
another  coup. 

What's  singul.  rly  clear  through  all 
this  is  that  Guai  ;mala,  with  7.3  mil- 


with  the  usual  h 
lections.  Yet  t 
putsch.  Why?  B 
ers  promise  pea< 
ings  and  the  ei 


lion  people  and  a  $9  billion  economy, 
is  a  top  item  on  Castro's  hit  list.  The 
Cuban  caudillo  has  never  forgiven 
Guatemala  for  volunteering  as  a  stag- 
ing point  for  the  Bay  of  Pigs  invasion 
two  decades  ago.  This  nation  is  the 
linchpin  for  the  region's  prosperity; 
its  fall  to  Marxist  revolutionaries 
probably  would  move  the  Castroite 
invasion  to  Mexico's  southern  border, 
near  its  rich  oil  fields. 

Unfortunately,  opposition  to  the 
Castroites  is  hardly  lily-pure.  It  was 
corruption  as  much  as  anything  else, 
not  the  guerrillas,  that  led  to  the 
March  23rd  overthrow.  "That  is  why 
we  are  here,  to  straighten  up  the  mis- 
use of  funds  by  the  previous  regime," 
says  the  new  minister  of  finance,  Dr. 
Leonardo  Figeroa,  a  businessman. 

Business  leaders  say  that  under  the 
past  regime,  the  usual  under-the-table 
cost  of  doing  business  with  the  gov- 
ernment leapt  from  the  customary 
5% -to- 10%  bribes  or  kickbacks  to 
20%-to-30%. 

"In  anything  that  had  money  at- 
tached to  it,  there  was  corruption," 
says  U.S.  Ambassador  Frederic  Cha- 
pin.  A  port  project  that  U.S.  engineers 
say  was  worth  $80  million  cost  $140 
million.  Foreign  banks  even  sued  a 
crony  of  the  last  president  for  $75 
million  in  an  unpaid  loan;  the  now- 
deposed  president  ordered  the  na- 
tion's highest  court  to  throw  out  the 
suit.  Corruption  was  tied  to  the  build- 
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Why  is  National  Gypsum  building  its  capacity 
in  the  middle  of  a  building  recession? 


A  $200  million  investment  in  the  building  materials  in- 
dustry is  no  small  piece  of  change.  Especially  at  a  time 
when  home  construction  is  going  anywhere  but  up.  But  as 
any  construction-industries  analyst  knows,  this  situation 
won't  last.  And  that's  exactly  what  National  Gypsum  is  pre- 
paring for  now. 

The  moment  the  recession  in  the  building  industry 
lets  up,  National  Gypsum  will  be  ready  to  provide  what's 
needed.  Extensive  capital  improvements  have  been  made 
to  existing  plants,  mines  and  equipment  in  all  divisions  to 


- 


increase  capacity.  Many  have  expanded  by  an  average 
30  percent  with  an  increased  emphasis  on  the  repair  an 
remodeling  markets.  New  plants  are  being  purchased, 
both  at  home  and  abroad,  while  investments  in  oil  and  gs 
promise  to  offset  gradually  National  Gypsum's  energy  c 
What  it  all  adds  up  to  is  a  MMatn 
company  that's  ready — and  M  M/vai/Ort 
able— to  do  business.  Write  M  /bypSUr 
for  our  annual  report  and  m  Comp3i 

find  Out  more .  A  family  of  companies  building  for  the  fu, 

Dept  PR-FB.  4100  First  International  Building.  Dallas.  Texas '. 


National  Gypsum  is  Gold  Bond  wallboard.  ceiling  tiles  and  panels,  vinyl  siding  American  Olean  quarry  tile,  glazed  tile,  ceramic  mosaic  tile.  Bmswanger  glass,  mirrors,  laminate* 
safety  and  furniture  glass,  architectural  glazing  systems.  Binning  s  thermal  aluminum  doors  and  windows,  patio  doors,  storm  doors  and  windows.  Benchmark.  Strahan  and 
Style-Tex  wallcoverings  and  companion  fabrics.  Huntington  House  designer  and  decorative  fabrics  Huron  and  Allentown  cements  Biscayne  cushioned  vinyl  flooring.  Together 
we  re  a  family  of  companies  building  for  the  future. 


General  Ejrain  Rios  Montt,  chief  of  the  new  junta 

He  speaks  so  much  of  God  that  Guatemalans  are  calling  him  "Dios"  Montt. 


llig  of  roads,  hospitals,  hydroelectric 
tlants.  Ambassador  Chapin  says  $45 
feiillion  in  U.S.  aid  programs,  mainly 
|)r  the  poor,  went  unused.  "They 
l/ere  too  small  and  too  thoroughly 
'^lontrolled  to  take  money  from." 
dl  "\ve  have  to  get  the  economy  on 
h  be  upswing  despite  the  guerrillas," 
iC  ays  Julio  Matheu,  the  new  econom- 
/(  ps  minister  who  was  president  of  the 
hamber  of  commerce.  But  there  is 
3/  hore  than  a  war  to  contend  with.  The 
i  fig  cut  may  be  the  worldwide  defla- 
i.j  ionary  slump  in  commodity  prices. 

Take  cotton,  the  second-largest  ex- 
il  'tort  crop.  U.S.  experts  in  Guatemala 
ay  most  cotton  growers  are  producing 
t  a  loss.  Acreage  has  been  falling  since 
,,  979,  fertilizer  and  pesticide  use  is 
ropping,  and  with  it  yield  has  declined 
8%  per  acre  in  this  harvest.  The  Na- 
ional  Cotton  Council  estimates  this 
arvest  will  drop  35%  overall.  With 
ottonseed  oil  pressings  down,  some 
,000  tons  will  have  to  be  imported. 
Exports  of  coffee,  the  number  one 
ommodity,  fell  to  $295  million  in 
981  from  $465  million  the  year  be- 
ore;  this  year  is  expected  to  repeat 
981.  Guerrilla  harassment  and  burn- 
ngs  have  cut  production  by  about  20 
nillion  pounds,  but  export  limits 
>robably  are  a  bigger  problem. 

The  good  news  was  President  Rea- 
;an's  Caribbean  Basin  Initiative, 
vhich  would  allow  4.6  million 
)Ounds  of  Guatemalan  sugar  to  enter 
he  U.S.  duty  free,  but  that  has  still  to 
)e  passed  by  the  Congress.  Mining 
seemed  to  promise  foreign  earnings  a 
ew  years  ago,  but  the  large  nickel 
3iant  and  dependent  mines  are  shut 
lown  because  of  low  world  prices  and 
ligh  fuel  costs.  Copper  has  met  a 
similar  fate. 

Tourism,  only  four  years  ago  the 
third-largest  earner  of  foreign  ex- 
mange,  has  suffered  a  50%  drop  in 
earnings  from  1980  to  1981.  The  visi- 
tors had  flocked  to  the  pyramids  at 
Tikal,  the  Indian  villages  at  Lake  Atit- 
lan,  the  market  at  Chichicastenango 
ind  the  church-studded  ancient  cap- 
ital at  Antigua,  a  30-minute  drive 
from  Guatemala  City.  They  bought 
gold  and  silver  jewelry,  leather  goods 
and  Indian  weavings  and  brought  cash 
income  to  the  traditionally  poor  Indi- 
jans.  Hotel  rooms  were  difficult  to  ob- 
tain. Today  the  Camino  Real  in  the 
:capital  is  happy  with  45%  occupancy, 
and  occupancy  is  down  as  low  as  10% 
to  15%  at  other  hotels.  Guerrillas 
forced  the  closing  of  the  100-room 
Hotel  del  Lago  at  Lake  Atitlan  and 
they  assassinated  the  mayor  of  Chi- 
chicastenango. Owners  of  the  historic 
i  Mayan  Inn  there  closed  it  after  a 
:  shoot-out  with  rebels.  Says  Edward 


Carrette,  president  of  the  Camino 
Real,  "I  don't  think  we  can  last  12 
months  in  this  situation  without 
some  hope  of  a  turnaround." 

What  with  the  war  and  the  slump, 
last  year  there  was  a  $592  million 
balance-of-trade  deficit,  financed  with 
$445  million  borrowed  and  $180  mil- 
lion taken  from  reserves,  while  the 
government's  budget  deficit  jumped 
from  $179  million  in  1979  to  $560 
million  last  year.  The  Guatemalan 
currency,  the  quetzal,  long  stable  and 
at  par  with  the  U.S.  dollar,  is  now 
unofficially  1.20  to  $1. 

Actually,  there  is  not  one  Guatema- 
la, but  two.  One  is  Ladino,  Spanish- 
speaking  and  fast  modernizing.  The 
other  is  Indian,  numerous  because  in 
Guatemala,  unlike  some  other  parts 
of  the  Americas,  the  original  inhabi- 
tants weren't  killed  off  by  the  invad- 
ing Spaniards.  The  Indians  here  speak 
23  different  languages,  are  frequently 
illiterate  and  mostly  live  in  areas  that 
are  inaccessible  during  the  May-to- 
October  rainy  season. 

One  of  Guatemala's  best-known 
politicians  warns  that  recent  guerrilla 
successes  in  recruiting  Indians — tra- 
ditionally they  stayed  out  of  the  po- 
litical quarrels — could  turn  the  insur- 
rection into  a  racial  war. 

If  there's  a  potential  strong  point,  at 
least  economically,  it  is  oil.  In  the 
jungles  south  and  east  of  Mexico,  Ba- 
sic Resources  International  and 
France's  Elf  Aquitaine  today  are  pro- 
ducing about  8,000  barrels  a  day.  An- 
other group  pumps  1,000  barrels  a 
day.  Maybe  2,000  barrels  a  day  of  Gua- 
temala's production  is  needed  for  lo- 
cal consumption,  the  remainder  being 
exported.  Last  year  Guatemala  was 


producing  only  4, 100  barrels  a  day,  on 
average.  This  may  be  just  the  start. 
The  fields  are  related  to  Mexico's,  and 
the  government  estimates  reserves  at 
2  billion  barrels. 

John  D.  Park,  chief  executive  of  Ba- 
sic, talks  of  a  new  well  being  drilled  at 
18,000  feet  to  test  the  underlying  for- 
mations. Park  tells  Forbes  that  if  the 
play  is  successful,  it  could  increase 
the  potential  of  Guatemala  tenfold,  to 
20  billion  barrels.  (Saudi  Arabia,  for 
comparison,  has  173  billion  proven 
barrels.)  Unfortunately,  exploration 
may  be  held  back  by  almost  punitive 
regulations,  including  a  big  front-end 
payment,  starting  with  55%  of  gross, 
to  the  government. 

The  new  government  promises  to 
put  an  end  to  the  death-squad  mur- 
ders that  led  to  a  cutoff  of  most  U.S. 
aid.  They  may  do  it;  the  army  wants 
U.S.  helicopters  and  the  businessmen 
want  respectability. 

One  Guatemalan,  a  representative 
for  U.S.  manufacturers,  says:  "If  your 
government  doesn't  act  now,  in  a  few 
years  those  of  us  friendly  to  the  U.S. 
won't  be  here  or  we'll  be  dead.  There 
is  a  good  possibility  we  can  make  it. 
We  do  need  help,  but  we  don't  need 
Marines." 

Meanwhile,  Fidel  Castro  ships 
weapons  to  his  friends  across  the 
Mexican  border  and  through  Belize 
(formerly  British  Honduras)  on  the 
Atlantic  Coast. 

A  leading  businessman  pleads  for 
understanding.  "Why  is  it  when  any- 
one is  successful  here,  he  has  to  be  an 
oligarch  or  oppressor?  To  make  peo- 
ple less  poor,  you  don't  help  them  by 
destroying  whatever  entrepreneurial 
class  there  is."  ■ 
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In  revolutionajy  Nicaragua,  one  of  the 
largest  landowning  families  gets  along  by 
going  along,  and  the  government  forbids 
the  plan  tation ys  well-paid  workers  to  strike. 


The  necessary 
capitalists 


By  Allan  Dodds  Frank 


ASKED  WHAT  IT  IS  LIKE  tO  be  the 
leading  private  industry  under 
i  Nicaragua's  Sandinista  gov- 
ernment, the  gentleman  talks  cash 
flow.  "During  the  last  three  years,  we 
have  been  losing,"  says  Alfredo  Pellas 
Jr.,  one  of  the  fourth-generation  own- 
ers of  Nicaraguan  Sugar  Estates,  the 
largest  and  most  successful  sugar 
plantations  in  Central  America. 

"We've  lost  160  million  cordobas," 
says  Pellas  ($16  million  at  the  official 
exchange  rate).  War  damage,  too 
much  rain  two  years  ago  and  worker 
discontent  piled  on  the  major  prob- 
lem: depressed  world  sugar  prices. 

But  such  losses,  obviating  taxes,  are 
mere  bookkeeping.  The  Pellas  family 
retains  its  ownership  of  the  capital — 
the  San  Antonio  plantation,  75  miles 
northwest  of  Managua,  the  most  im- 
portant private  business  in  Nicara- 
gua's state-dominated  economy.  The 
plantation  includes  the  only  operat- 
ing sugar  refinery  in  Nicaragua.  The 
family  also  has  nearly  2,500  head  of 
cattle  at  San  Antonio  and,  with  gov- 
ernment blessing,  is  expanding  a  herd 
of  4,000  at  a  ranch  near  the  Costa 
Rican  border.  Beef  is  a  hoped-for 
source  of  foreign  exchange  for  the 
struggling  Sandinista  government. 

How  does  the  Pellas  family,  descen- 
dants of  an  Italian-born  patriarch  who 
founded  the  plantation  in  1890,  fare 
so  well  under  Marxism-Leninism? 
The  Sandinistas  need  Pellas'  compe- 
tence, as  the  original  Lenin  temporar- 
ily used  businessmen  to  run  the  Rus- 
sian economy  in  the  early  1920s.  But 
also,  the  politically  agile  Pellases 
were  competitors  in  the  sugar  trade  of 
the  old  rulers,  the  Somoza  family,  and 
early  friends  of  the  insurgents  who 
replaced  the  Somozas. 
The  guerrillas  used  San  Antonio  as 


Nicaraguan  Sugar's  Alfredo  Pellas  Jr. 
Revolution  si,  revolt  no. 

sanctuary,  and  it  was  bombed  by  the 
Somoza  air  force.  Within  two  weeks 
of  the  Sandinista  victory  in  1979,  Al- 
fredo's brother,  Carlos,  returned  to 
Nicaragua  from  a  brief  exile  in  Miami 
to  negotiate  about  maintaining  oper- 
ations. The  plantation  not  only  earns 
foreign  currency  but  has  also  served  as 
a  management  training  ground  for  of- 
ficials of  the  new  government,  includ- 
ing the  President  of  Nicaragua's  Cen- 
tral Bank. 

Alfredo  Pellas  Jr.,  a  dark-bearded, 
handsome  27-year-old  educated  in 
California  and  Spain,  agreed  recently 
to  show  the  plantation  to  Forbes,  but 
stipulated  that  no  politics  be  dis- 
cussed. The  Pellases  run  a  fancy 
spread:  A  mile-long  colonnade  of 
coco  palms  marks  the  entrance  to  the 
well-irrigated  plantation.  A  modern 
workers'  housing  development  of  156 
bungalows,  each  with  TV  antenna, 
parallels  the  road,  where  trucks  bring 
in  cane  from  135  square  miles  of 
field.  The  family  business  helps  low- 
er-scale workers  purchase  such  sub- 
stantial   homes     to    replace  the 


i 


thatchcd-roof  huts  occupied  by  most 
of  the  workers  spread  in  26  colonies 
around  the  plantation.  Most  housing 
is  free.  Corn,  rice  and  milk  prices  are 
subsidized  for  the  6,000  workers  and 
nearly  20,000  dependents.  Since 
1954,  all  workers  have  shared  in  10% 
of  aftertax  profits. 

A  cane  cutter  usually  averages  5  to 
6  tons  daily  to  earn  100  cordobas,  bet 
ter  than  twice  the  minimum  wage.  At 
the  official  exchange  rate  of  ten  cordo 
bas  to  the  dollar,  that  $10  is  enough  td 
buy  a  lobster  dinner  in  Managua] 
However,  the  black  market  rate  is  3i 
to  40  cordobas  to  the  dollar,  and 
Miami  it  is  55. 

As  developing  nation  sugar  cultiva-J 
tion  goes,  the  Pellases  run  a  high-costl 
operation,  but  a  productive  one.  The  I 
government — now  working  the  seizedl 
Somoza    sugar  fields- — can't  come 
within  20%  of  Pellas'  productivity.! 
For  that  reason,  the  Pellases  survive. 
Besides,  the  Sandinista  government 
needs  the  Pellases  as  proof  that  pri-l 
vate  enterprise  can  prosper  in  today'si 
Nicaragua.  For  doing  their  part,  thej 
Pellases  enjoy  a  privileged  position. 

When  Pellas'  plantation  managersi 
complained  that  they  and  other  pri-l 
vate  growers  were  running  losses  be- 
cause of  foreign  currency  controls, 
high  export  taxes  and  the  actions  of] 
the  state-run  trading  company,  the 
government  exempted  sugar,  cotton, 
coffee  and  beef  from  export  taxes  and 
other  regulations.  There  had  been  la- 
bor trouble.  Supervisors'  homes  on 
the  plantation  and  offices  were  being 
attacked.  Truckloads  of  workers  went 
to  Managua  and  insisted  that  part  of 
their  revolutionary  legacy  was  the 
right  to  seize  the  plantation.  The  gov- 
ernment response  was  an  emergency 
no-strike  law.  So  much  for  the  heated 
promise  of  revolutionaries. 

"Some  people  were  confusing  revo- 
lution with  revoluta  [revolt],"  says  Al- 
fredo Pellas.  "We  have  talked  many 
times  with  the  government  and  asked 
them  to  talk  to  these  people  to  calm 
them  down." 

So  the  Pellases  get  along  by  going 
along.  They  may  be  devoting  a  day  per 
week  to  meeting  with  the  union,  pay- 
ing "workers  above  scale,  subsidizing 
their  food,  providing  free  education, 
medical  care,  housing  and  recreation, 
but  they  are  still  in  business.  The 
family  has  survived  natural  disasters, 
sugar  cane  blights  and  43  years  of  po- 
litical rule  by  the  Somozas,  their  prin- 
cipal competitors.  If  they  can  main- 
tain the  current  modus  vivendi,  their 
business  could  outlast  the  Sandinis- 
tas, too.  If  not,  they  represent  the  kind 
of  management  and  entrepreneurial 
talent  that  may  make  Miami  great.  ■ 
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Bell  System 

The 
Telemarketing 

Manual 

How  to  survive  and  thrive 
in  the  new  economic  climate 


In  todays  business  climate,  there's  a  way  to  get  ahead 
of  the  game,  using  telecommunications  combined  with 
modern  management  techniques. 


Marketing  in  the 
Age  of  Information  Is  Telemarketing. 


I.  The  Bell  network  can  be  the  path 
to  productivity  in  your  business. 


Today,  powerful  forces  are  at  work 
to  change  the  way  business  is  done. 
They  exert  a  push-pull  effect. 

Companies  are  pushed  by  inflation, 
which  cuts  spending  and  makes  compe- 
tition more  intense.  They  are  pushed 
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Increasing  Cost  of  the  Industrial  Sales  Call 

Source:  Laboratory  of  Advertising 

Performance /McGraw-Hill  Research 

by  soaring  energy  costs,  which  reduce 
travel.  Profits  go  down  as  the  cost  of 
making  the  sale  skyrockets.  Productiv- 
ity lags.  Competition  grows. 

Companies  are  also  pulled  by 
changes  in  consumer  and  business  life- 
styles. Whatever  market  they  are  in,  be 
it  industrial  or  retail,  all  companies  are 
affected. 


Today,  people  don't  have  time.  They 
are  busy,  demanding,  in  a  hurry.  Less 
and  less  do  consumers  find  it  fun  to  go 
shopping.  And  more  and  more  do  busi- 
ness people  seek  faster  and  more  conve- 
nient ways  to  get  their  work  done. 

Enter  Telemarketing 

Small-,  medium-,  and  large-sized 
companies  have  found  a  solution  to 
these  problems  through  Telemarketing. 

Telemarketing  is  a  strategic  plan 
which  enhances  the  traditional  market- 
ing/communications mix.  It  does  this 
by  using  telecommunications  to 
broaden  or  integrate  current  sales  or 
service  functions. 

This  new  approach  fits  into  the  pat- 
terns of  modern,  fast-paced  life.  It  makes 
Telemarketing  an  important  new  ele- 
ment in  the  marketing  mix  for  the  '80s. 

Information  Handling  and  Profit 

When  you  look  at  sales  and  service 
activities,  you  see  that  they  are  basically 
a  matter  of  information  handling  and 
transfer. 

In  traditional  selling,  information 
about  product— size,  rating,  color,  and 
so  forth— is  transferred  from  salesper- 
son to  customer.  It's  done  face-to-face. 
The  customer  transfers  information 
back— the  order.  The  information  is 
organized  and  transferred  to  billing  and 
shipping.  Finally,  the  cycle  is  completed 
by  organizing  the  information  and  putting 


Look  At  Your  Business  As  Information  Handling. 

The  traditional  cycle 


Travel,  call  on 
customer. 


Talk,  take  order. 


Mail  order 
to  office. 


Ship 
days  after  visit. 


& 


Order  processed, 
sent  to 
warehouse. 


The  Telemarketing  cycle 


Phone  customer. 


mm 


Ship 
within  24  hours. 


Order  processed, 
sent  to  warehouse. 


it  into  files  or  a  data  base. 

Telemarketing  does  the  same  thing 
—transfers  information.  This  informa- 
tion transfer  can  be  custom-tailored  to 
support  specific  elements  of  the  sales 
cycle. 

Telemarketing  can  qualify  leads,  dis- 
seminate product  information,  handle 
orders,  provide  effective  customer  ser- 
vice. It  can  even  deal  with  full  account 
management.  And  Telemarketing 
programs  can  be  targeted  to  specific 
segments  of  a  market  where  sales  pro- 
ductivity or  customer  relations  is  a  key 
issue. 

Telemarketing  balances  the  advan- 
tages of  high  technology  and  advanced 
marketing  with  the  warmth  of  human 


contact  to  achieve  productivity  gains. 
Speed  and  Personal  Contact 

The  old  business  cycle  takes  a  long 
time  to  be  completed. 

But  when  you  sell  and  service 
through  the  two-way,  person-to-person 
capabilities  of  the  Bell  network,  you 
speed  up  the  process.  The  warmth  of 
the  personal  contact  can  be  the  critical 
difference  in  making  the  sale.  At  the 
same  time,  the  high  cost  of  face-to-face 
contact  is  eliminated. 

To  do  this,  you  use  a  systematic 
plan  which  unites  people,  communica- 
tions, systems  support,  marketing  plans 
and  management  programs.  And  you 
do  it  in  a  space  specially  dedicated  to 
the  purpose:  a  Telemarketing  center. 


Telemarketing:  the  four  basic  applications.  Within  each,  the  activities  range  from  simple  to  complex 


Telemarketing  Centers 

Walk  through  the  Dow  Corning 
center,  and  you  see  a  large  floor  space 
divided  up  into  work  stations. 

At  each  work  station,  a  sales  repre- 
sentative is  accepting  calls  from  accounts 
on  the  company's  800  Service  number. 
Orders  are  taken.  A  computer  terminal 
is  right  at  hand.  Information  about  the 
order  is  entered;  inventory  and  ship- 
ping information  is  retrieved. 

In  the  midst  of  this  sophisticated 
telecommunications  technology,  per- 
sonal interaction  takes  place.  Sales  rep- 
resentatives and  customers  are  on  a 
first-name  basis.  This  results  in  customer 
loyalty  and  satisfaction. 

Some  companies  set  up  centers 
consisting  of  several  small  offices  in 
which  people  call  accounts  on  their 
outward  WATS  lines.  Instead  of  using 
computer  terminals,  people  retrieve 
information  from  printed  matter,  and 
records  are  kept  manually. 

Telemarketing  works  for  companies 
of  all  sizes— small,  medium,  large. 
Because  different  companies  have 
different  needs,  Telemarketing  centers 
are  custom-designed  for  your  company. 


Technology  Plus  Management 

At  your  Telemarketing  center,  what 
takes  place  is  an  integration  of  telecom- 
munications technology  with  modern 
management  procedures. 

Your  sales  reps  keep  and  refer  to 
account  records,  call  accounts  at  pre-set 
times,  follow  pre-set  patterns  in  phone 
selling.  You  can  improve  their  produc- 
tivity and  measure  the  total  amount  of 
revenue  booked. 

As  a  result,  your  business  moves 
faster,  yet  you  have  more  control.  Your 
marketing  becomes  more  flexible, 
responsive,  manageable. 

Telemarketing  can  solve  the  problems 
of  rising  costs  and  stiffer  competition. 
But  it  takes  a  high  level  of  management 
commitment  to  get  these  benefits.  Tele- 
marketing must  become  an  integral 
part  of  the  marketing  operation. 

Because  of  the  benefits,  the  shift 
to  Telemarketing  is  taking  place  every- 
where. In  todays  tough  business  cli- 
mate, it  helps  you  to  compete  effectively. 
As  a  result,  you  not  only  survive,  but 
you  thrive. 


II.  How  Telemarketing  Works 
Innovative  solutions  to 
basic  business  problems 

A  look  at  the  illustration  at  the  top 
of  the  page  on  the  left  gives  you  a  quick 
idea  of  the  different  activities  that  take 
place  in  a  Telemarketing  center. 

Here  is  how  some  companies  han- 
dle these  activities. 

Order  Processing 

You  start  order  processing  in  the 
traditional  manner,  by  generating 
leads— through  media  advertising, 
direct  mail  or  catalogs.  These  feature  an 
800  Service  number.  Customers  call  in 
to  place  their  orders. 

Ordering  through  an  800  number 
eliminates  all  the  steps  of  returning  a 
coupon,  and  so  offers 
great  convenience  to 
today's  busy  customer. 
In  turn,  this  increases 
business. 

Many  companies 
that  sell  business- 
to-business 
(such  as  DuPont, 
BFGoodrich  and 
Olin  Chemicals) 
are  set  up  to 
take  orders  from 
customers  who 
call  in  on 
their  800 
Service 
number. 

Consumer-oriented 
companies  generate-"- 
leads  through  various  forms  of 
promotion.  A  number  of  companies 
sell  directly  through  catalogs,  using  an 
800  Service  number.  Department 
stores  include  their  phone  numbers  in 
newspaper  or  magazine  ads  and  catalogs. 

Your  company  may  take  repeat 
orders  from  customers  on  an  ongoing 
basis.  Or  you  may  stimulate  one-time 
orders  through  the  use  of  promotions. 

You  can  also  train  personnel  to  go 
beyond  passive  order  taking,  to  cross- 
sell  or  upgrade  orders. 

The  Swim  Shop  of  Nashville,  Ten- 
nessee, sells  to  swim  teams— including 
school  swim  teams.  It  must  pack  a 


major  part  of  its  sales  into  a  short  sea- 
son, lb  do  this,  it  speeds  up  the  sales 
cycle  with  Telemarketing,  which  gives  it 
instant  order  taking,  instant  shipment. 
By  reducing  the  information-handling 
cycle,  Telemarketing  "extends"  its  sales 
season. 

These  companies  vary  in  their  size, 
products,  and  markets.  But  Telemarket- 
ing serves  a  function  common  to  all  of 
them— selling.  Telemarketing  is  a  con- 
cept that  can  be  applied  across  the 
board  to  an  individual  company's  needs. 

Customer  Service 

Some  Telemarketing  centers  are  set 
up  for  customer  service.  These  centers 
provide  help  when  customers  call  in. 

Customer  service  may  be  as  simple 
as  telling  the  prospect  the  location  of 
the  nearest  retail  dealer.  This  leads  to 
sales  that  might  otherwise  be  lost. 

But  service  may  be  combined  with 
selling  in  one  center.  Sales  representa- 
tives can  respond  promptly  to  ques- 
tions about  stock,  billing,  shipment, 
and  specifications.  They  can  quickly 
clear  up  complaints,  and  so  retain  cus- 
tomer loyalty. 

This  kind  of  prompt,  efficient  ser- 
vice creates  a  competitive  edge,  especially 
when  dealing  with  parity  products.  It 
holds  down  returns,  prevents  the  loss 
of  accounts,  and  turns  into  additional 
sales. 

Centers  can  deal  directly  with  con- 
sumer questions  about  the  product— 
about  shelf  life,  for  instance.  Consumer 
complaints  can  be  turned  into  sales.  A 
customer  can  be  won  back  with  sam- 
ples and  coupons. 

One  company  answers  questions 
about  its  appliances  on  its  800  Service 
line.  By  eliminating  unnecessary  service 
calls,  it  has  annual  savings  in  the  six- 
figure  category. 

The  sales  of  one  consumer  com- 
pany depend  on  loyal  customers  who 
successfully  use  its  products.  In  one 
year  alone,  its  Telemarketing  center 
handled  several  hundred  thousand 
inquiries  about  its  products.  As  a 
result,  this  company  has  built  brand 
loyalty. 


Sales  Support 

A  Telemarketing  center  can  support 
your  sales  force  in  many  ways.  In  so 
doing,  it  increases  the  productivity  of 
your  sales  force. 

Your  center  can  take  messages  • 
when  they  call  in.  It  can  also  make 
appointments.  It  can  handle  the  paper- 
work and  free  up  salespeople  for  gen- 
erating new  accounts,  as  is  done  for  the 
Chemical  Group  at  BFGoodrich. 

A  Telemarketing  center  is  used  by  a 
national  company  that  sells  via  per- 
sonal representatives  in  the  customer's 
home.  When  the  sales  representatives 
call  in  from  all  over  the  country,  the 
center  answers  questions  about  prod- 
ucts and  order  status. 

Market  research  can  support  sales, 
and  the  center  offers  many  ways  to 
build  up  information.  One  cigarette 
company  offered  a  free  carton  for  peo- 


Account  Management 

Account  management  involves 
assigning  a  sales  representative  to 
specific  accounts.  Using  Telemarketing, 
the  representative  performs  sales  func- 
tions at  a  high  level  of  sophistication. 

Marginal  account  handling  is  a 
dynamic,  growing  activity  in  business 
today.  It  is  based  on  the  fact  that  for 
most  companies  80  percent  of  their 
accounts  yield  only  20  percent  of  the 
business.  These  marginal  accounts  are 
often  neglected;  with  soaring  inflation 
and  with  the  high  cost  of  today's  sales 
call,  the  profit  per  call  is  squeezed  to  a 
minimum.  Telemarketing  can  change 
that. 

For  example,  with  Telemarketing,  a 
greeting  card  company  reaches  remote 
outlets  with  current  card  selections  as 
easily  as  it  reaches  large,  urban  gift 
shops. 


pie  who  called  in.  Those  who  did  sup- 
plied valuable  data  about  themselves, 
where  they  live,  what  brands  they  smoke. 

Once  you  generate  a  lead,  should 
you  send  out  a  salesperson?  Since  an 
industrial  sales  call  costs  over  $137.00* 
this  can  be  expensive.  First  find  out  if 
this  is  really  an  active  lead.  The  center 
can  qualify  the  prospect,  using  certain 
questions.  What  kind  of  business  is  it? 
How  many  people  are  employed?  The 
questions  may  follow  a  preset  procedure. 
The  result  is  to  direct  salespeople  to 
where  the  highest  sales  potential  exists. 

And  more:  they  come  armed  with 
information  about  the  customer's  needs. 

*  Source:  Laboratory  of  Advertising  Perform- 
ance/McGraw-Hill Research. 


For  a  small  food  company,  salespeo- 
ple call  thousands  of  small  stores  all 
over  the  country  on  Outward  WATS 
lines.  The  callers  take  orders,  upgrade 
orders,  remind  customers  of  monthly 
specials.  On  occasion,  when  a  large 
shipment  comes  in,  they  can  conduct  a 
campaign  and  sell  it  off.  This  company 
keeps  customers,  because  it  can  handle 
complaints  promptly  at  the  center. 

Customers  are  told  the  day  and 
time  when  they  will  be  called  again. 
This  calling  cycle  is  set  to  coincide  with 
the  customer's  inventory  cycle.  When 
inventory  is  down,  and  they  are  ready 
to  buy,  the  salesman  calls  and  gets  the 
order.  Customers  are  grateful  for  the 


service. 


□ 


In  consultative  selling,  customers  call 
in  looking  for  help.  Your  representatives 
talk  to  the  customers,  ask  questions, 
become  familiar  with  their  businesses. 
They  discern  the  customer's  problems 
and,  based  on  your  company's  prod- 
ucts, recommend  solutions. 

The  Bell  System's  Telemarketing 
center,  which  we  discuss  further  on, 
uses  this  type  of  selling. 

Full  account  management  links  sales 
and  service  into  a  "one-call"  unit.  At 
Kelly  Springfield  Tire  Company's  Live 
Wire  Telemarketing  Center,  the  cus- 
tomer can  place  an  order,  find  out 
about  stock  availability,  check  on  the 


status  of  a  previous  order,  and  get  ship- 
ping and  billing  information.  The 
objective  turnaround  time  on  orders  is 
48  hours  or  better,  and  customers 
applaud  the  fast  service. 

III.  Bell  Offers  an  Overall  Plan 
We've  got  total  business  solutions 
backed  by  end-to-end  service. 

It  doesn't  matter  whether  your 
organization  is  small  or  large.  Discuss 
your  marketing  efforts  with  Bell,  and 
we'll  help  you  analyze  your  needs. 
Once  we  have  done  that,  we  can  take 
you  step  by  step  and  show  you  how  to 
create  a  Telemarketing  center  that  can 
fulfill  those  needs. 

We'll  show  you  how  to  plan  the 
area.  We'll  consult  on  management  pro- 
cedures and  training  needs. 

We'll  also  work  with  you  on  your 
telecommunications  requirements. 
We'll  discuss  your  calling  needs,  project 


your  calling  volume.  And  we'll  custom- 
fit  Bell  services  like  800  Service, 
Outward  WATS  and  Remote  Call  For- 
warding to  meet  your  sales  and  service 
objectives. 

We  Use  It 

The  Bell  System  has  a  Telemarket- 
ing center.  When  a  call  comes  in,  one 
of  our  sales  specialists  uses  a  data  ter- 
minal to  suggest  questions  that  help 
identify  the  customer's  needs.  Recom- 
mendations for  various  ways  to  use 
telecommunications  to  meet  those 
needs  are  made. 

Whether  the  sale  is  made  or  not, 
the  information  on  the  transaction  is 
stored  in  the  computer  for  later  follow- 
up.  It  gives  us  a  range  of  information 
which  we  can  use  in  a  variety  of  ways. 

Says  John  Wyman,  Vice  President 
of  Marketing  for  AT&T  Long  Lines: 
"Bell's  Telemarketing  center  has  proved 
to  be  very  successful  in  reaching  cus- 
tomers. It  has  become  a  dramatic 
demonstration  of  the  enormous  power 
of  the  Telemarketing  concept." 

Other  companies  testify  to  the 
power  of  Telemarketing. 

For  example,  M.  Donald  McClusky, 
Vice  Chairman  of  The  BFGoodrich 
Company,  talks  about  how  the  Good- 
rich center  responds  to  the  customer's 
needs.  "Telemarketing  provides  us  with 
a  competitive  edge,"  he  says.  "It's  an 


efficient,  economic  way  to  handle  a 
very  important  part  of  the  business." 

The  Future  Is  Now 

The  Bell  network's  advancing  tech- 
nology fits  in  with  today's  hurried  con- 
sumer. It  matches  the  needs  of  today's 
business,  which  is  both  pushed  and 
pulled  by  heavy  economic  and  social 
pressures. 

It  works  no  matter  what  the  size  of 
your  company— small,  medium,  large. 

Telemarketing  operates  through  the 
Bell  network.  It  lets  you  retain  per- 
sonal interaction  while  improving  sales 
productivity,  reducing  costs,  providing 
better  services. 

It's  the  way  to  solve  marketing 
problems  in  the  Age  of  Information. 

It's  where  the  future  is— right  now. 


For  Telemarketing  help  and  advice, 
call  the  Bell  System  Sales  Center  at 

1  800  821-2121 

In  Missouri,  call  1  800  892-2121.  Or  talk 
to  your  Bell  System  Account  Executive. 


The  knowledge  business 


e  richness  of  Thai  tradition 
is  permeated  each  plane.  The 
Tsical  is  obvious:  murals  of 
thentic  Temple  art;  a 
9eting  of  fresh  orchids;  the 
wing,  graciousness  of  the 
Lai  "hello"  (that  exotic  "wai" 
sture).  The  essence  of  the 
perience  becomes  Royal 
chid  Service.  However,  Thai 
i  aginativeness  stretches  even 

devising  a  route  that  cuts 
J  )re  than  a  thousand  miles 
i  >m  travel  to  the  Orient. 


is  the  "Great  Circle  Express," 

irting  in  Dallas/Fort  Worth 
i  d  flying  a  straight  line  to 

attle,  Tokyo,  Bangkok. 

like  everything  else,  is  extra  ■ 
;  Unary  and  Thai. 


For  centuries,  flight  has  been 
part  of  our  everyday  life.  The 
practical  expressed  with  grace- 
fulness and  beauty.  Found 
again  and  again  in  the  legend- 
ary Ramakien  episodes  where 
travel  between  heaven  and 
earth  was  a  daily  necessity.  And 
uniquely  Thai. 


Flight  of  Graciousness. 


Jo  you  ils  snipping  a  rose. 
To  us  ils  a  culling  force  of  500 pound 

per  square  inch. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


ufacturing  a  simple  pair  of 
ing  shears  is  not  as  simple 
may  seem.  It  takes  special 
ills.  Special  skills  to  design 
odes  that  close  at  the  same 
ecise  angle  every  time,  year 
ter  year  Special  skills  to  sharp 
steel  edges  that  stay  sharp, 
id  special  skills  to  temper 
?el  that  withstands  a  tremen- 
>us  cutting  force.  ^ 

:kson  wheel- 
rrows  and  True 
mper  tools  are 
jferred  by  commercial 
ilders  and  backyard 
rdeners. 

True  Temper, 
i  Allegheny 

emotional  company,  we 
ive  those  skills.  And  for  more 
3n  a  century,  we've  been  ap- 
/ing  them  to  meet  special 
nsumer  needs  the  world  over. 


True  Temper  and  Wilkinson 
rord  manufacture  an  extensive 
line  of  gardening  tools  sold 
in  more  than  70  countries. 


Millions  of  people  use  high- 
quality  True  Tern  per  tools  includ- 
ing rakes,  hoes,  shovels,  axes 
and  our  popular  hammers. 

Wilkinson  Sword,  another 
Allegheny  International  com- 
pany, makes  a  full  line  of 
precision-crafted  stainless 
steel  lawn  and  garden  tools. 
Cyclone  is  applying  its 
special  skills  to  provide 
"deners  with  a  full  line 
of  spreaders.  And 
Sunbeam  makes 
electric  -  and  gas- 
powered  mowers, 
ackson,  America's 
est  and  largest 
wheelbarrow  manufacturer, 
is  also  meeting  consumer  de- 
mands with  quality  carts, 
handtrucks  and  wheelbarrows. 

At  Allegheny  International, 
we  believe  that  applying  special 
skills  to  meet  special  needs  is 
the  means  for  growth. 


Sunbeam  electric  lawnmowers 
and  Cyclone  spreaders 
help  make  lawns  beautiful. 

And  we're  applying  our  special 
skills  in  some  of  the  world's  fast- 
est growing  markets,  such  as 
aerospace  and  defense,  food 
processing,  transportation, 
electronics,  healthcare,  and 
safety  and  protection. 

That's  what  makes  Allegheny 
International  so  special. 

For  more  information  about 
Allegheny  International,  write 
to  us  at  Box  456  L,  Two  Oliver 
Plaza,  Pittsburgh,  Pa.  15230. 


Three  businessmen  went  to  Washington  to 
work  for  Jimmy  Carter.  He's  gone,  of 
course,  but  they're  still  around,  eager  to 
invest  in  dying  industries. 


A  strange  case 
of  Potomac  fever 


explains.  "These  stressful  times  are 
going  to  be  felt  most  particularly  by 
marginal  companies — marginal  in  fi- 
nancial resources,  management  re- 
sources, courage — the  things  that  are 
needed  to  survive.  We  think  we  can 
provide  them." 

The  three  partners  will  contribute 
about  25%  of  the  $2  million  to  $3 
million  the  firm  will  need  to  get  start- 
ed, with  the  rest  coming  from  a  limit- 
ed group  of  close  associates.  But  it's 
not  the  equity  capital  that  matters. 
"We  don't  think  the  kind  of  acquisi- 
tion we'll  make  will  require  a  great 
deal  of  money,"  Harman  says.  They'll 


By  James  Cook 


In  the  early  days  of  the  Carter 
Administration,  Bill  Miller,  Frank 
Weil  and  Sidney  Harman  took  off 
for  Washington.  Miller  threw  over  his 
job  as  chairman  of  Textron,  Provi- 
dence's pioneering  conglomerate,  and 
became  head  of  the  Federal  Reserve 
and  later  Secretary  of  the  Treasury. 
Sidney  Harman  sold  off  the  closely 
held  public  company  Harman  Inter- 
national Industries,  Inc.  and  took  over 
as  Under  Secretary  of  Commerce  un- 
der Juanita  Kreps.  And  Frank  Weil, 
then  finance  committee  chairman  of 
New  York's  Paine  Webber,  joined 
Harman  at  Commerce  as  Assistant 
Secretary  for  Industry  &  Trade. 

Carter  may  now  be  back  in  Geor- 
gia, but  these  three  businessmen 
are  still  in  Washington.  Weil 
joined  a  law  firm.  Miller  went  into 
business  for  himself  as  a  private 
consultant.  Harman  bought  back 
most  of  his  company  from  Beatrice 
Foods  (where  it  had  done  poorly) 
for  less  than  he  sold  it. 

Something  else,  however,  keeps 
these  three  old  Carter  hands  close 
to  the  Potomac.  They  are  princi- 
pals in  Harvest  Fund,  a  new  ven- 
ture capital  firm  that  blends  their 
governmental  and  business  inter- 
ests. It  also  diverges  sharply  from  a 
trend  that  now  dominates  venture 
capital.  Harvest  Fund  has  no  inter- 
est in  glamorous  high-tech,  wave- 
of-the-future  investments.  Instead, 
its  money  is  going  into  what  Har- 
man describes  as  dying  industries — 
labor-intensive,  obsolete,  ill- 
equipped  businesses — the  smoke- 
stack firms  that  made  America 
what  it  used  to  be. 

"We  see  unrealized  opportuni- 
ties in  older,  unsuccessful,  and  of- 
ten weary  companies,"  Harman 


Harvest  Fund's  Sidney  Harman 
Ailing  and  dying  are  two  different  things 


come  cheap,  he  explains,  because  the 
businesses  will  be  considered  un- 
promising or  unexciting  by  others. 
"We're  also  talking  about  doing  lever- 
aged purchases,  so  borrowing  is  the 
central  element  of  our  company." 

That's  why  partners  like  Miller, 
Harman  and  Weil  are  so  important.  A 
business  that  invests  in  dying  indus- 
tries is  not  exactly  an  easy  sell,  but 
the  three  have  enough  clout  to  lend 
the  idea  considerable  credibility. 
"Frank  has  heavy  experience  in  the 
financial  community,"  says  Harman, 
whose  idea  the  company  was,  "and 
Miller  is  probably  the  most  creden- 
tialed  man  in  America." 

Harvest  Fund  may  be  interested  in 
dying  industries — textiles,  shoes,  as- 
pects of  transportation  and  electron- 
ics— but  it's  not  really  interested  in 
dying  companies.  Harman  has  his  eye 
on  sick  businesses  that  can  be  nursed 
back  to  health,  wealth  and  vigor 
again.  As  Harman  and  his  partners 
see  it,  old-line  U.S.  companies  are  by 
no  means  as  doomed  as  they  would 
often  seem.  When  he  was  Under  Sec- 
retary of  Commerce,  for  example, 
Harman  launched  a  program  to  revi- 
talize the  U.S.  shoe  industry.  For  the 
first  time  in  1 1  years,  volume  rose, 
productivity  and  profit  improved. 
The  U.S.  began  to  move  actively  into 
the  export  market. 

What  many  struggling  companies 
need,  Harman  says,  is  "hands-on  at- 
tention" to  make  them  productive 
and  competitive  again.  Take  Har- 
man's  old  company,  for  instance. 
Harman  International  pioneered 
Japanese-style  Quality  Circles  at 
its  sideview-auto-mirror  operation 
at  Bolivar,  Tenn.  "We  developed 
the  first  significant  effort  at  gener- 
ating a  nonadversary  relationship 
between  managers,  supervisors 
and  workers.  The  initial  intention 
was  to  change  the  relationship  be- 
tween managers  and  managed,  but 
we  had  absolutely  incredible  pro- 
ductivity changes.  Productivity  ac- 
tually doubled." 

Harman  believes  there  is  a  kind 
of  "implicit  social  contract  be- 
tween business  and  its  workers," 
which  an  intelligently  managed 
company  will  cultivate.  "I  believe 
we  have  to  find  an  alternative  to  an 
adversary  relationship,"  he  says. 
"And  cooperative  relationships  are 
the  alternative.  Fifty,  sixty  years 
ago,  the  work  force  was  over- 
whelmingly male  .  .  .  heads  of  fam- 
ily ..  .  escapees  from  political  or 
economic  oppression.  Today,  the 
work  force  is  overwhelmingly 
younger,  better  educated,  dominat- 
ed by  females  and  minorities,  with 
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The  biggest  mouth 
you  feed 
is  your  Tax  Bite. 


It's  not  fussy.  It  will  eat  anything... 
your  earnings,  savings  interest 
and  investment  income.  But  there 
is  a  way  to  curb  your  Tax  Bite's 
ravenous  appetite.  It's  called  the 
T.  Rowe  Price  Tax-Free  Income  Fund: 

•  Tax-Free— no  income  tax  for 
the  IRS*. 

•  Prompt  Redemption-by  calling 
toll  free  or  simply  writing  a  check. 

•  Low  Minimum— as  little  as  $1,000 
can  start  you  receiving  tax-free 
income. 

•  No  Load— no  sales  charge  or  re- 
demption fee. 

•  Easy  to  Purchase— send  in  the  coupon 
or  call  toll  free  1-800-638-5660. 

In  Maryland  1-800-492-1976. 
In  Baltimore  547-2308. 

For  more  complete  information,  including  manage- 
ment fee  and  other  charges  and  expenses,  obtain  a 
prospectus.  Read  it  carefully  before  you  invest  or 
send  money.  "Income  may  be  subject  to  state  and 

local  taxes.     ©  197S  T  Rmve  Prim  Associates.  Inc. 


T.  Rowe  PriceTax-Free  Income  Fund,  Inc. 

A  No-htul  Fund.  T.  Rowe  Price  Marketing,  Inc.,  Dept.  A6  . 100  E.  Pratt  St.,  Baltimore,  MD  21202 
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put  muscle 
in  your 
Heat  Transfer 
applications 

Specify  Young  Heat  Transfer 
Products.  That's  your  assurance 
the  radiator,  oil  cooler  and  other 
cooling  system  components  are 
going  to  stand  up  to  the  vibrations, 
the  jolts,  the  shocks— to  those  tough 
applications  that  test  the  character 
of  each  vital  part.  Call  us  at 
(414)  639-1010. 

rOUWt 

RADIATOR  COMPANY UKtT 

2825  Four  Mile  Road 
Racine,  Wisconsin  53404 


Brock 


EXPLORATION 
CORPORATION 


Offices: 
New  Orleans 
Oklahoma  City 
Corpus  Christi,  TX 


Drock  Exploration  Corporation 
231  Carondelet  St.  •  Fifth  Floor 
New  Orleans,  LA  70130 
(504)  586-1815 


a  totally  different  set  of  values." 

So  a  change  in  labor-management 
relations  is  part  of  Harvest  Fund's  ap- 
proach, and  marketing  in  the  export 
market  another.  For  most  U.S.  firms, 
Harman  says,  the  export  business  has 
been  too  much  trouble — what  with 
all  the  foreign  exchange,  language  and 
paperwork  problems.  But  he  sees  ex- 
ports as  an  opportunity.  "American 
manufacturers  underestimate  how  we 
are  viewed  in  the  rest  of  the  world," 
he  says.  "We're  still  the  primary  in- 
dustrial nation  in  the  world.  An 
American  product  is  still  viewed  as  a 
superb  product,  even  in  Japan. 

"We  have  come  out  of  a  couple  of 
decades  of  very  intense  acquisition 
behavior  by  large  companies,  fre- 
quently with  disappointing  results," 
Harman  explains.  So  there  are  a  lot  of 
small-to-medium-size  companies  the 
giants  would  be  only  too  happy  to  get 
rid  of.  "A  large  percentage  of  these 


"Exports  are  an  opportuni- 
ty. We're  still  the  primary 
industrial  nation  in  the 
world.  An  American  product 
is  still  viewed  as  superb, 
even  in  Japan." 

companies  need  not  be  written  off. 
You  can  manufacture  comparative  ad- 
vantage: Develop  a  sense  of  personal 
commitment  in  the  work  force,  cou- 
ple that  with  imaginative  marketing 
and  make  the  company  go." 

Harman,  Miller  and  Weil  have  no 
intention  of  taking  a  management 
role  in  the  companies  they  acquire, 
but  they  will  be  the  principal  owners, 
so  they  will  have  plenty  to  say  about 
what  is  done.  In  effect,  with  their 
background  in  Wall  Street,  business 
and  government,  they  will  be  able  to 
provide  a  high-powered  consulting 
service.  But  at  this  point  Harman  is 
far  from  sure  exactly  what  shape  the 
new  company  will  take.  "Somebody 
asked  Lincoln  how  long  a  man's  legs 
ought  to  be,  and  he  said,  'Just  long 
enough  to  reach  the  ground.'  What- 
ever is  the  equivalent  of  that  is  what 
we'll  try  to  accomplish." 

Harman  concedes  the  new  firm  is  not 
going  to  get  the  kind  of  results  you 
would  get  by  betting  on  tomorrow 
rather  than  today.  "The  high-tech 
firms  overlook  the  rather  good  payoff 
possible  from  an  investment  in  which 
the  character  of  the  acquisition  pro- 
vides a  good  base  for  turning  it  into  a 
profitable  business.  There's  a  shift 
along  the  scale.  You  start  higher  in 
terms  of  investment  in  high  tech.  If  the 
investment  hits,  you  get  an  enormous 
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TOMORROW'S 

BULL  MARKET  BELONGS 

TO  THE  FIRST  ONES 
TO  SEE  IT  TODAY. 

LET  DEAN  WITTER  REYNOLDS  HELP  YOU 
TO  BE  AMONG  THE  FIRST! 


|  |We  at  Dean  Witter  Reynolds  believe 
,  we  have  identified  a  set  of  trends 
111  which,  if  they  continue,  will  be  the 
"H  (foundation  for  a  tremendous  upswing 
fit  (fin  the  stock  market, 
ic:        In  fact,  we  may  well  be  on  the 
it  verge  of  the  biggest,  most  sustained 
bull  market  of  this  century. 

We  realize  that  this  position  is 

■  [controversial,  and  will  be  debated 

,i  heavily,  but  consistent  with  this  is  our 
belief  that  major  opportunities  exist 

"  in  an  atmosphere  of  major  economic 
change. 

Despite  the  general  pervading  air 
of  gloom  and  doom,  what  makes  Dean 
Witter  so  optimistic?  Several  very  im- 
5  portant  factors  —  forces  already  at 
!   work  which  should  produce  tomor- 
r  row's  growth  economy. 

1 .  The  rate  of  inflation  is  sharply 
lower.  This  should  encourage  both  in- 
dividuals and  corporations  to  save  and 
invest,  rather  than  borrow  and  con- 

ie> ifeume  —  which  leads  naturally  to 
il  increased  liquidity  for  both,  and  the 
tin.  opportunity  to  take  advantage  of  the 
:  [economic  and  technological  changes 
s:  ix)  come. 

2.  We  expect  current  thinking 
ibout  the  undesirability  of  govern- 
ment deficits  to  change  drastically. 

In  fact,  we  feel  that  continuing 
1  noderate  budget  deficits  will  become 
lot  only  acceptable  but  even  desirable 
is  a  means  of  recreating  liquidity  — 
:  ::or  individuals  and  businesses. 

(To  put  this  in  perspective,  in  our 

i  bresent  3-trillion  dollar  economy,  a 
deficit  of  60  to  120  billion  dollars  is 
only  2%  to  4%  of  the  GNP.  That's  less 
:han  the  sales  tax  in  most  states.) 

3.  Over  the  past  eight  years, 

F'  u  wave  of  reformism  has  been  coming 

■  jo  grips  with  excess  government, 

ii  Excessive  taxes  and  inflation.  As  the 
i  Drocess  continues,  government  is 

withdrawing  and  assuming  a  more 
I  jassive  role. 

This  means  America's  corpora- 
ions  should  once  more  become  the 


/ 

During  the  last  five  recessions,  a  3-to  5  month  lag 
time  existed  between  the  market  low  point  and  the 
economic  recovery. 


principal  agents  of  positive  economic 
change. 

4.  A  technological  revolution 
more  important  than  the  introduction 
of  mass  production  has  already  begun 
in  American  enterprise:  research  and 
development  has  finally  provided  the 
missing  links  necessary  to  completely 
automate  the  manufacturing  process. 

In  the  office,  electronic  word-  and 
data- processing  systems  will  make 
paper-pushing  as  obsolete  as  the  quill 
pen  and  green  eyeshade. 

In  the  home,  the  wedding  of  com- 
puters and  communications  will  change 
forever  the  way  Americans  spend 
their  time.  Hours  spent  on  work-at- 
home,  education  and  leisure  will  in- 
crease as  time  spent  on  non-produc- 
tive repetitive  tasks  (commuting, 
shopping,  paying  bills)  decreases. 

In  our  opinion,  these  dramatic 
changes  will  unavoidably  increase  pro- 
ductivity and  profit  margins. 

All  these  are  much  more  than 
mere  trends.  Together  they  equal  an 
unstoppable  force  for  economic  growth. 
The  economic  stagflation  of  the  seven- 
ties is  over  —  and  the  investment  strat- 
egies of  that  decade  no  longer  make 
sense. 

The  trading  market  of  the  last  15 
years,  with  the  Dow  ranging  up  and 
down  200  points,  should  give  way  to  a 
decade  of  steady  upward  growth 
across  the  board. 

We  believe  investing  in  equities  — 


and  holding  them  —  will  prove  as  sound 
a  long-term  investment  in  the  80's  as 
real  estate  proved  to  be  in  the  70's. 

In  short,  we  believe  many  com- 
mon stocks  will  come  into  their  own. 
We  anticipate  a  possible  doubling  of 
real  earnings  during  the  1980s  —  and  a 
concurrent  fourfold  advance  in  the 
Dow  Jones  Industrials. 

In  the  last  five  recessions,  the 
stock  market  bottomed  out  and  started 
climbing  months  before  the  national 
economy  did  likewise.  So  we  feel  that 
the  long-awaited  turnaround  is  not 
far  off,  and  that  investors  should  begin 
to  make  appropriate  portfolio  adjust- 
ments. 

To  help  you  understand  our  posi- 
tion, and  form  your  own  opinion,  we'd 
like  you  to  have  a  free  copy  of  our 
special  report  that  discusses  these  is- 
sues in  depth. 

To  order  your  free  copy,  call  your 
Dean  Witter  Reynolds  Account  Ex- 
ecutive or  this  toll-free  number: 

1  800-526  7443  Ext.  220 

(In  New  Jersey,  call  800  522  4503  Ext.  220) 


DEAN  WITTER  REYNOLDS 

One  investment  firm 
you'll  be  glad  to  hear  from. 


Member  SI IV 
K4  FOR  Ill 


Dean  Witter  Reynolds  Inc. 
Client  Information  Services 
P.O.  Box  5013,  Clifton,  N.J.  07015 

I  want  to  find  out  how  I  can  be  among  the 
first  to  take  advantage  of  tomorrow's  bull 
market.  Please  send  me  a  copy  of  Dean 
Witter  Reynolds'  special  report  that  dis- 
cusses these  issues  in  depth. 


Nairn 


Address 


City 
4  L 


State 


Zip 


Home  Phone 


_1_ 


Business  Phone 


If  you  are  currently  a  Dean  Witter  Reynolds 
client,  please  indicate  your  Account  Execu- 
tive's name  and  office: 


payoff.  You  start  low  in  terms  of  invest- 
ment in  a  nonglamorous  business.  If  it 
hits,  the  payoff  isn't  as  big,  but  returns 
still  can  be  pretty  attractive.  And  the 
investment  isn't  as  big,  either.  I  kind  of 
like  that  range  in  anything." 

Harman  concedes  that  it  doesn't 
make  an  awful  lot  of  sense  to  rebuild 
the  companies  he  wants  to  acquire 


with  the  idea  of  selling  them  off  again. 
He  imagines  that  some  of  them  can  be 
melded  to  form  larger  and  more  effec- 
tive units.  Others  may  go  public.  And 
still  others  may  be  retained  and  nur- 
tured on  their  own.  It's  early  yet.  Har- 
man already  has  some  acquisition 
firms  informally  looking  at  prospects 
for  him,  and  once  the  company  gets 


into  action,  he  figures  the  prospect 
will  begin  searching  him  out. 

Build  a  better  mousetrap  is  the  ide; 
and  sooner  or  later  you  are  going  t 
catch  a  lot  of  mice.  "I  don't  rule  ou 
the  possibility  we  could  stumble,"  h 
says.  "But  what  we  plan  to  do  is  ver 
concrete.  I  think  you  create  the  odds 
and  in  this  case  they're  good."  ■ 


Florida  East  Coast  is  a  railroad  with  non- 
union labor  and  some  choice  real  estate, 
but  its  future  is  by  no  means  secure. 


Odd  man  out 


By  Jeff  Blyskal 


In  April  of  last  year,  Chairman 
Ed  Ball  was  admitted  to  a  New 
Orleans  hospital,  and  shares  in 
the  Florida  East  Coast  Railway  Co. 
hit  an  alltime  high  of  $120.  Ball  was 


the  93-year-old  curmudgeon  who 
controlled  the  $1  billion  Alfred  I.  du 
Pont  Testamentary  Trust,  which 
owns  57%  of  FEC's  stock,  and  inves- 
tors reasoned  that  without  him  the 
company  might  become  a  sought- 
after  merger  partner  or  start  selling 


off  some  of  its  nonrail  assets — ap 
proximately  19,000  choice  acres  d 
Florida  real  estate. 

Ten  weeks  later  Ball  died,  and  FEC 
shares  have  yet  to  cool  down.  After 
4-for-l  split  they  still  trade  at  a  heft 
13  times  1981  earnings.  Quite  a  pre 
mium  for  a  $100  million-a-year  com 
pany  that  gets  nearly  all  of  its  busi 
ness  hauling  freight  between  Jackson 
ville  and  Miami  in  direct  competitioi 
with  giant  CSX.  The  recession  is  hurt 
ing  results  too.  Operating  earnings— 
$9  million  last  year — -were  off  by  al| 
most  50% . 

The  prospect  of  land-sale  windfalls 
like  the  $23  million  FEC  was  tentai 
tively  awarded  by  a  jury  in  1981 
when  33  acres  in  downtown  Miam 
were  condemned  for  use  as  a  park,  i 
what  keeps  investors  excited.  Bu 
skeptics  wonder  why. 

Ball  may  be  out  of  the  picture,  sayi 
FEC  President  Winfred  Thornton 
"but  the  same  day-to-day  operatinj 
people  are  still  here."  Thornton  him 
self  came  to  the  railroad  in  1960,  anc 
many  of  his  colleagues  are  former  Bal 


A  Florida  East  Coast  freight  hauling  piggyback  shipments,  and  the  railroad's  trucks,  which  bring  business  from  the  north 
Continuing  competition  with  CSX  means  unions  must  stay  out.  But  how  long  is  that  possible? 
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If  Saint  Paul  Energy  Park 
is  just  another  industrial  park, 
Jjthen  the  Grand  Canyon  is  just 
4        another^  \  ditch. 


d  F£(  | 
liter  i 
heft  i 
a  pit 


■  hur 
byj 


tent 


•<z    The  idea  might  be  the  same 
ik  :>ut  there  is  a  deep  difference, 
t  it  There  is  a  difference  between 

Saint  Paul  Energy  Park  and 
>j  any  other  industrial  site  you 
•  nay  be  investigating.  The 
:  difference  is  the  name  of 
r  oday's  game:  Energy. 
Saint  Paul  Energy 
?ark  is  the  first  and 
nly  energy  efficient 
ndustrial  park  in  "*"*" 
North  America.  This  218 
:acre  site  of  prime  land,  fully 
serviced,  is  a  solution  to  soaring 
energy  costs.  Using  state  of  the  art 
echnology,  the  integrated  community 
ermal  system  offers  a  projected  20% 
nergy  savings  over  conventional  in- 
uilding  energy  systems. 
The  unique  heat  pump  based 
nergy  System,  fired  by  electricity 
urchased  at  some  of  the  lowest  rates 
n  the  country,  coordinates  a  central 
ot  and  cold  water  supply  with 
omputerized  energy  management.  All 
uildings  are  designed  for  efficiency 
nd  will  connect  to  an  energy  storage 
ank.  The  energy  exchange  bank  lets 
/ou  use  excess  heat  from  plant 


SAINT  PAUL 


operations  to  offset  the  cost  of  heating, 
ventilating  and  air  conditioning. 

The  St.  Paul  Port  Authority  is 
making  this  development  financially 
attractive.  With  its  Standard  and  Poors 
"A"  rating  on  industrial  revenue  bond 
issues,  the  Port  Authority  has  excellent 
financing  available  for  companies 
interested  in  locating  in  Energy  Park. 
There  is  more  to  Energy  Park  than  a 


unique  application  of 
technology  and  superior 
financing.  Located  midway 
between  St.  Paul  and  Minneapolis,  the 
Park  is  in  the  middle  of  the  largest 
labor  pool  in  Minnesota  and  is  served 
by  existing  rail,  truck  and  freeway 
access.  The  Twin  Cities  International 
Airport  is  a  short  20  minutes  away. 

Saint  Paul  Energy  Park  is  ready  for 
your  company's  new  facility.  We'll 
show  you  how  to  ditch  draining  energy 
costs  by  sending  you  a  prospectus  on 
the  site  of  your  next  move.  When 
you're  looking  for  an  industrial  site, 
look  beyond  the  obvious.  Saint  Paul 
Energy  Park,  more  than  just  another 
industrial  park. 


ENERGY 


PORT  AUTHORITY  OF 
THE  CITY  OF  SAINT  PAUL 
25  West  Fourth  Street,  Suite  1305 
St.  Paul,  MN  55102,  612-224-5686 


Call  or  Write:  Eugene  A.  Kraut,  C.I.D.  Assistant  Executive  Vice  President;  Donald  G. 
Dunshee,  C.I.D.  Director  Industrial  Development;  Bruce  A.  Maus,  Assistant  Director 
Industrial  Development. 

I'm  interested  in  the  Saint  Paul  Energy  Park.  Please  send  me  your  information  package. 

□  I  am  presently  looking  for  an  Industrial  site. 

□  I  want  this  information  for  my  files. 

NAME   


TITLE 


COMPANY 
ADDRESS 
CITY  


TELEPHONE 


STATE 


ZIP 


with 
reliable  1 
valves  am 
pumps. 

Utility  Fluid  Control 
Products  Market  Forecasi 

Generating  plans  for  utiliti 
around  the  world  still  focus 
traditional  energy  sources. 
Committed  new  generati 
capacity  in  the  United  Stat 
alone  calls  for  more  th; 
77,137  megawatts  from  1 
new  fossil  fueled  plants  1 
the  remainder  of  this  decac 
plus  additional  generatii 
capacity  from  many  new  n 
clear  and  other  plants.  □ 
typical  2,000  MW  station 
quires  approximately  4,0( 
valves,  ranging  in  size  fro 
1/4-inch  bronze  and  ire 
valves  to  20-inch  and  larg; 
steel  valves,  to  handle  his 
pressure  steam.  □  Utilitie 
worldwide  also  use  a  wic 
variety  of  pumps,  fittings  ar 
water  treatment  equipment 


CRANE 

Crane  Co.,  300  Park  Avenue 
New  York,  NY  10022 


Crane  products 
ised  extensively 
in  power  plants. 


rane  produces  the  most  com- 
3  line  of  valves  and  fittings  for 
Dntrolling  the  flow  of  fluids  in  elec- 
ic  utilities  and  other  power 
enerating  plants.  The  excellence 
ngineered  into  Crane  valves 
lakes  them  especially  valuable 
nder  pressure  and  temperature 
xtremes. 

Crane's  leakproof,  trouble-free 
hempump®  canned  motor 
umps  are  designed  to  circulate 
azardous  fluids,  operate  at 
9mperatures  ranging  from 
300°F  to  +1000°F.  And  its 
eming®  pumps  are  used 
iroughout  generating  stations. 
Crane's  Cochrane  Division  fur- 
ishes  both  demineralizers  and 
tration  systems  that  remove  con- 
aminants  from  process  water, 
nabling  utilities  to  operate  more 
fficiently  and  to  lower  boiler  main- 
anance  costs. 
For  more  information  on  a  corn- 
any  that's  growing  from  strength, 
/rite  for  our  annual  report. 


Zrane— a  multi-industry  company 
serving  global  markets  with  fluid 
I  <ind  pollution  control  equipment, 
>teel,  cement,  building  products, 
aerospace  and  aircraft  systems. 


CRANE 


® 


Crane  Co.,  300  Park  Avenue 
New  York,  NY  10022 


cronies  who  think  the  same  way  the 
old  man  did. 

There  is  one  change,  however.  The 
railroad's  real  estate  is  worth  many 
times  its  $42  million  book  value,  and 
even  if  post-Ball  management  won't 
sell,  at  least  Thornton  has  develop- 
ment plans.  "We  feel  it's  better  to 
invest  in  the  property  and  get  the  de- 
preciation, income  and  cash  flow 
rather  than  to  sell  and  pay  taxes,"  he 
explains.  As  far  as  stockholders  are 
concerned,  that  could  mean  signifi- 
cant dividend  increases  later  on — but 
no  immediate  earnings  boosts. 

Speculation  about  merger  is  even 
less  encouraging.  The  most  logical 
acquirer  is  the  new  Norfolk  South- 
ern, a  linkup  between  the  Norfolk  &. 
Western  and  Southern  Railway  that 
will  go  into  effect  next  month.  It  will 
be  an  archrival  to  CSX  that  lacks  ser- 
vice to  southern  Florida.  Southern 
has  had  a  representative  on  the  FEC 
board  for  years — but  Thornton  says 
he  has  no  interest  in  selling  out,  and 
Southern  has  suggested  no  interest  in 
buying.  "About  nine  months  ago,  we 
saw  a  block  of  30,000  FEC  shares 
come  up,"  says  one  New  York  broker. 
"I  called  Southern  and  asked  if  they 
were  interested.  They  said,  'Abso- 
lutely not.'  End  of  conversation." 

In  fact,  there  is  a  major  stumbling 
block  to  an  FEC/Southern  combina- 
tion. FEC  has  gotten  19%  aftertax 
margins  in  recent  good  years — twice 
the  industry  average — largely  because 
it  is  primarily  nonunion.  That's  the 
result  of  Ball's  nine-year  union-bust- 
ing battle  after  a  strike  in  1963.  Now 
FEC  trains,  with  two-man  crews,  can 
make  the  350-mile  Jacksonville-to- 
Miami  run  using  little  more  than  two 
man-days  of  labor.  Because  of  union 
rules  mandating  larger  crews  and 
"crew  changes"  every  100  miles,  CSX 
requires  12  to  16  man-days  for  its 
competitive  run. 

The  problem  is  that  politically  it  is 
next  to  impossible  for  another  rail- 
road to  acquire  Florida  East  Coast 
without  bringing  back  the  unions. 
That's  a  big  minus,  because  a  good 
part  of  Thornton's  labor-cost  savings 
offset  above-average  operating  costs. 
Most  of  FEC's  southbound  traffic  is  in 
consumer  goods,  for  example,  which 
means  there  are  a  lot  of  empty  cars  on 
the  return  trip  north. 

Take  away  the  speculation  that  has 
driven  up  FEC's  stock,  then,  and  it 
doesn't  stack  up  well  in  conventional 
operating  terms.  In  a  world  of  giant 
rail  mergers  and  their  inherent  effi- 
ciencies, the  FEC  could  become  odd 
man  out  as  a  single-market  carrier. 
Even  with  nonunion  labor,  normal  re- 
turn on  equity  averages  a  paltry  8%, 


well  below  the  industry  average.  If 
FEC  had  the  same  expense  ratios  as 
CSX  or  even  the  more  cost-efficient 
Southern,  Thornton  would  be  hard 
pressed  to  turn  a  profit. 

Thornton,  however,  would  rather 
talk  about  his  prospects.  Florida  East 
Coast's  service  area  "is  probably 
growing  faster  than  any  other  seg- 
ment of  the  country  except  California 
and  Texas,"  he  explains.  Through  a 
newly  formed  trucking  subsidiary, 
FEC  has  begun  reaching  up  into  the 
Florida  panhandle,  Alabama,  Georgia 
and  the  Carolinas  for  south  Florida- 
bound  piggyback  truck  shipments. 

Southern  doesn't  want  this  busi- 
ness, Thornton  claims,  because  con- 
ventional railroad  thinking  has  it  that 
you  can't  make  a  profit  hauling  a 
truck  trailer  by  rail  fewer  than  300 
miles.  "It's  cheaper  to  drive  all  the 


FEC  could  become  odd  man 
out  as  a  single-market  car- 
rier. Even  with  nonunion  la- 
bor, normal  return  on  equi- 
ty averages  8%,  well  below 
the  industry  average.  If 
FEC  had  the  same  expense 
ratios  as  CSX  or  Southern, 
Thornton  would  be  hard 
pressed  to  turn  a  profit. 


way,"  says  Thornton.  "There  is  a  100- 
to-200-mile  radius  area  that  doesn't 
really  offer  the  Southern  an  incentive 
to  generate  southbound  traffic  for  us, 
so  we're  going  out  to  collect  it." 

Still,  Southern  isn't  the  only  show 
in  town.  CSX  can  bring  freight  from 
north  of  Jacksonville  all  the  way  to 
Miami.  So  Thornton's  trucking  strat- 
egy won't  be  without  competition. 
That's  all  the  more  reason  FEC's  fu- 
ture really  depends  on  how  long 
Thornton  can  stay  nonunion.  "It  will 
be  ten  years  before  the  unions  even 
take  a  look  at  it,"  says  Bob  Hart,  gen- 
eral counsel  of  the  240,000-member 
United  Transportation  Union.  "The 
company  is  full  of  strike  breakers,  and 
that  creates  a  bit  of  a  bargaining  prob- 
lem." Still,  with  attrition  and  fading 
memories — and  the  prospect  of  more 
flexible  work  rules  at  other  carriers — 
FEC's  relative  labor-cost  advantages 
are  likely  to  shrink. 

That  could  be  why  no  buyers  are 
knocking  down  the  door.  If  Thornton 
can't  keep  his  only  competitive  edge, 
a  merger  could  become  a  matter  of 
survival.  Alternatively,  all  of  FEC's 
cash  flow  from  real  estate  develop- 
ment could  get  sidetracked  into  the 
railroad.  That  is  hardly  the  kind  of 
future  investors  are  anticipating.  ■ 
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COMPANY, 

shorpens  your  edge  with  automation. 
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j  Personal  computers, 
word  and  data  proc- 
essors, facsimile  termi 
|  nals,  electronic  mail,  th^ 
private  business  satellite 
|  system,  teleconference 
all  are  rapidly  taking  hole 
in  the  office,  boosting 
productivity  and  profits 
to  record  levels.  Based 
_  on  advanced  technolo- 
!f  gies  such  as  those  used 
to  develop  giant  comput 
ers  and  fiber  optic  com- 
munication systems, 
NEC  offers  a  fully 
integrated  line  of  office 
systems  and  equipment 
serving  business  in  even 
conceivable  application 
After  all,  we've  been 
contributing  to  it  for  over 
80  years. 

Another  reason  why 
NEC  has  earned  the 
trust  of  customers  the 
world  over. 


NEC 

Mippon  Electric  Co  Ltd 

PO  Box  1.  Takanawa.  Tokyo,  Japan 
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alias'  Belo  Corp.  's  preparations  for  siege 
varfare  make  a  better  story?  than  its  news- 
paper battle  with  Times  Mirror  Co. 


! 


The  best 
defense 


By  Anne  Bagamery 


b 


as  Dallas'  Dealey  family 
hedging  its  bets?  Its  mem- 
bers sold  over  625,000  shares 
(n  December's  public  offering  by  $  1 82 
Inillion  (revenues)  A.H.  Belo  Corp., 
owner  of  the  Dallas  Morning  Neivs. 
Die  News,  after  all,  remains  locked  in 
i  two-year  battle  for  supremacy  with 
he  Times  Herald,  a  subsidiary  of  $2.2 
)illion  (revenues)  Times  Mirror  Co. 

Over  the  past  decade  the  Neivs  has 
;pent  over  half  its  capital  budget  of 
iround  $20  million  a  year  improving 
ts  operations  and  continues  to  make  a 
*ood  showing:  Its  daily  circulation, 


•    •  • 


based  on  the  last  independent  audit,  is 
283,748,  to  243,514  for  the  Times  Her- 
ald, and  its  leadership  in  advertising 
lineage  has  widened  to  over  10  million 
lines  last  year.  But  the  same  fourth 
quarter  that  saw  Belo  Corp.'s  public 
offering  saw  the  Times  Herald  rack  up 
what  it  says  is  the  largest  circulation 
gain  by  a  Dallas  newspaper  in  a  six- 
month  period.  Did  the  Dealeys  find 
discretion  the  better  part  of  valor? 

Not  at  all,  says  Belo  Executive  Vice 
President  Robert  Decherd.  "We've 
been  discussing  going  public  for  at 
least  15  years.  But  now  the  time  is 
right.  Some  of  the  officers  [Chairman 
foe  Dealey,  62,  and  President  James 


Belo  's  James  Moroney  Jr.,  Robert  Decherd  and  Joe  Dealey 
Prepared  for  a  siege,  not  a  blitzkrieg. 


Moroney  Jr.,  60)  are  thinking  about 
their  estates,  and  we're  getting  into 
some  areas  where  we'll  need  flexibil- 
ity in  financing  for  growth." 

Decherd,  31,  is  management  heir 
apparent  and  a  great-grandson  of  Belo 
Corp.  patriarch  G.B.  Dealey  (the  com- 
pany was  named  for  the  News'  second 
editor  and  Dealey's  mentor,  Colonel 
Alfred  Horatio  Belo).  An  affable  for- 
mer president  of  the  Harvard  Crimson, 
Decherd  is  a  lot  more  eager  to  talk 
about  Belo's  broadcasting  business 
than  he  is  to  swap  tales  from  the 
newspaper  battlefront.  The  com- 
pany— still  50% -owned  by  the  ex- 
tended Dealey  family — owns  VHF 
television  stations  in  Dallas,  Beau- 
mont and  Chattanooga,  Tenn.  and 
two  Dallas  radio  stations.  And  there- 
by hangs  a  tale  of  farsighted  strategy. 

The  Morning  News  was  far  and  away 
the  premier  Dallas  newspaper — and 
the  afternoon  Times  Herald  a  distinct 
also-ran — in  1970,  when  Los  Angeles- 
based  Times  Mirror  came  to  town. 
The  battle  didn't  begin  in  earnest  for 
another  nine  years,  as  the  Times  Herald 
tried  first  one  format,  then  another, 
attempting  to  establish  a  new  person- 
ality. But  Belo's  management  was  not 
complacent.  The  News  men  knew  that 
sooner  or  later  Times  Mirror  would 
mount  not  a  blitzkrieg,  but  a  siege, 
and  that  the  News  would  face  years  of 
expensive  competition.  So  to  gain  an- 
other source  of  profits,  Belo  started  to 
build  its  TV  properties — a  CBS  affili- 
ate in  Beaumont  and  the  Dallas  ABC 
station.  Rising  broadcasting  profits 
through  the  Seventies  came  in 
handy  as  Belo  put  in  $10  million  in 
new  presses  and  $15  million  in 
computerized  copy-processing  equip- 
ment to  ready  the  News  for  the  war 
to  come.  In  1980,  flush  with  broad- 
casting and  publishing  profits,  and 
poised  for  battle  with  the  Herald, 
Belo  spent  $19.4  million  for  the 
ABC  affiliate  in  Chattanooga. 

The  result  is  nothing  less  than  a 
transformation  of  the  company.  Last 
year  broadcasting  provided  58%  of  Be- 
lo's $39  million  operating  income  on 
only  32%  of  its  $  1 82  million  revenues. 
The  newspaper — with  a  13.5%  operat- 
ing margin,  less  than  half  that  of  Gan- 
nett— kicked  in  66%  of  the  revenues 
but  only  42%  of  operating  income. 

Decherd,  who  has  been  inching 
Belo  into  new  technologies — a  cable 
operation  in  Tennessee  and  a  two- 
year-old,  $2  million  videotext  project 
called  BISON  (for  Belo  Information 
Systems  On-line  Network) — says  the 
company's  real  future  growth  will 
come  in  the  new  media. 

Belo's  broadcasting  assets,  $58 
million,  have  now  surpassed  its  $51 
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Only  KLM  gives  you 
all  this  to  Europe.  And  beyond. 

All  747's.  From  six  U.S.  gateways. 

Fly  KLM's  747's  nonstop  to  Amsterdam  from  New  York,  Chicago, 
Houston,  Los  Angeles,  Anchorage  and  Atlanta. 

A  Business  Class  to  Europe.  And  in  Europe. 

KLM's  747's  give  business  travelers  extra  legroom  for  extra  comfort- 
all  the  way  to  Europe.  And  now,  KLM  offers  Business  Class  service 
from  Amsterdam  to  many  cities  in  Europe,  too. 

Europe's  "best"  airport  for  connections. 

Amsterdam's  International  Airport  Schiphol  was  rated  "Europe's  pre- 
mier transfer  air  port"  by  Business  Traveller  magazine.  All  connections 
are  in  one  terminal— under  one  roof. 

A  world  of  connections. 

Amsterdam  connects  to  92  cities  in  Europe  alone.  Plus  dozens  more  in 
the  Middle  East,  Far  East  and  Africa. 

"Stay-on-the-Way"— on  us. 

KLM  invites  business  travelers  to  rest  up  in  Amsterdam— at  no  extra 
charge— on  their  way  to  40  faraway  cities  in  the  Middle  East  and 
beyond,  and  on  the  way  home,  too. 

You  can  rely  on  KLM.  + 

KLM  has  been  flying  business  travelers  longer  #### 
than  any  other  airline  in  the  world  today.  A 

good  reason  to  fly  KLM  on  your  next  WW  ■     S%  JH 

business  trip  to  Europe,  or  beyond.  Call      /G^w  1  If  I 

your  H  avel  Agent  or  KLM.  t^^. 


Royal  Dutch  Airlines 


The  airline  of  the  international  business  traveler 


1982  The  Netherlands- 
America  Bicentennial, 
a  celebration  of  200 
years  of  friendship. 
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n  j.Tiillion  newspaper  assets,  although 
Htthat  may  change  again  as  the  nearly 
■tlebt-iree  company  spends  $19  mil- 
lion from  the  public  offering  on  a 
ew  office  building  for  the  paper, 
ertainly,  insists  Decherd,  Belo  has 
o  intention  of  retreating:  "Broad- 
_asting  may  be  this  company's  life- 
)lood,  but  the  Morning  Neivs  is  its 
leart  and  soul." 

The  way  newspapers  fight  wars 
hese  days  hasn't  changed  much  from 
he  time  of  Joseph  Pulitzer  and  Wil- 
liam Randolph  Hearst:  Spend  liberally 
o  attract  readers  with  features  and 
ews  coverage  and,  when  you  can, 
ndermine  the  other  fellow.  The  News 
has  established  bureaus  from  Toronto 
to   the   Middle   East,   wooed  Ann 
Landers  away  from  a  long-standing 


Belo  has  no  intention  of  re- 
treating from  the  Dallas 
•newspaper  war.  "Broadcast- 
ling  mag  be  this  compang's 
lifeblood,"  sags  Executive 
Vice  President  Robert  Dech- 
erd, "but  the  Morning  News  is 
its  heart  and  soul." 


Herald  contract  and  added  a  Sunday 
section  aimed  at  wealthy  Dallasites 
(the  market  advertisers  adore). 

The  Times  Herald,  for  its  part,  has 
matched  the  News  bureau  for  bureau 
and  signed  up  heavy-hitting  colum- 
nists, such  as  former  New  York  Times 
writer  Molly  Ivins  and  former  presi- 
dential press  secretary  Jody  Powell. 

All  good,  old-fashioned  fun,  but  re- 
cently Neivs  management  showed  that 
it  sometimes  thinks  more  of  running  a 
business  than  buying  readers  when  it 
refused  to  enter  a  bidding  war  with  the 
Times  Herald  for  a  popular  sports  col- 
umnist. "We  don't  want  free  agentry 
in  newspapers,"  says  News  Executive 
Editor  Burl  Osborne. 

The  outlook?  Continued  trench 
warfare,  says  newspaper  analyst  John 
Morton  of  the  New  York-based  bro- 
kerage firm  Lynch,  Jones  &.  Ryan:  "A 
growing  market  like  Dallas  can  sup- 
port two  competing  papers  for  a  good 
many  years  to  come,"  he  says.  "I 
wouldn't  look  for  a  declared  winner 
for  quite  some  time."  But  to  Morton, 
the  real  business  battle  may  already 
have  been  decided:  "You  really  can't 
say  Belo  is  a  newspaper  company.  It's 
a  broadcasting  company." 

Robert  Decherd  wouldn't  put  it 
that  bluntly.  But  there's  little  doubt 
that  if  Belo  hadn't  become  a  deter- 
mined broadcast  company  12  years 
ago,  it  would  be  a  far  more  vulnerable 
newspaper  company  today.  ■ 
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MUST  LIQUIDATE 

AT  FAR  BELOW  DEALER  COST! 
Energy-Saving,  Variable  Speed 

52"  Ceiling  Fan 


® 


PUBLIC  NOTICE! 

Finder's  Fee  Paid  For 
Liquidation  Inventories! 

We  are  authorized  liquidators  of  con- 
sumer products  that  must  be  quickly 
sold  at  drastic  price  reductions  for 
reasons  such  as: 

Overproduction  Last  year's  models 
Economic  recession  Plant  closings- 
Bankruptcy  or  other  financial  prob- 
lems. Out-of-season  products,  etc. 
If  you  know  of  any  company  with  sur- 
plus inventories  that  must  be  quickly 
liquidated  for  cash,  call  us  Toll-Free, 
1-800-328-0609  Only  products  in 
perfect  operating  condition  will  be 
considered  We'll  pay  you  a  finder's 
fee  based  on  a  percentage  of  the  total 
value  of  the  sales  contract.  (Officers, 
sales  reps  of  mfgr  ineligible  for  fee.) 


IMPERIAL 

Tfecoffi/ajf 


Top 
quality! 
Terrific 
value! 


Costs 
about  as 
little  to  run 
as  a  100  watt  bulb. 
Can  pay  for  itself 
with  energy  savings! 

Pre-wired  for 
installation 
of  center 
light. 


Beauty  and  elegance  in  a  highly  practical,  energy- 
saving  device!  Keeps  you  cooler  in  summer  and 
warmer  in  winter.  Easy  to  install  yourself. 

Unfavorable  financial  conditions  made  it  necessary  to  liquidate  this  huge  inventory  of  ceil- 
ing fans  at  a  drastic  price  slash!  Actual  manufactured  cost  was  over  S1 12.00.  Now  YOU  can 
buy  several  of  these  fans  for  much  LESS  than  the  manufacturer's  suggested  RETAIL  for 
just  one  fan!  With  these  ceiling  fans  in  your  rooms  at  home,  business  offices,  store  or  factory 
areas,  you  can  enjoy  all  their  energy-saving  economy  .  .  .  and  year  'round  comfort ...  to  the 
utmost.  They  can  pay  for  themselves  over  and  over  again! 

With  the  Imperial  Decorafan,  you  can  lower  your  thermostat  all  winter  long!  Save  on  fuel 
bills  and  stay  warm  and  comfortable.  Here's  why:  As  the  heated  air  rises  to  the  ceiling,  the 
slow-moving  fan  blades  gently  recirculate  the  warm  air  downward  again.  As  a  result,  you 
get  more  "mileage"  out  of  that  heated  air. 

Decorafan  features  variable  speed  control  up  to  200  rpm.  In  summer,  simply  increase  the 
speed  of  the  fan.  The  cooling  breezes  of  the  fan  allow  you  to  cut  down  on  use  of  air  condi- 
tioning. Save  up  to  56%*  in  energy  costs!  The  large  52"  diameter  sweep  of  the  blades  pro- 
vides effective  movement  of  air  for  an  entire  room  ...  up  to  14,000  cfm.  of  air  delivery! 
This  is  not  one  of  those  cheaply  made,  lightweight  plastic  models  you  find  at  cut-rate  prices! 
This  is  a  high  quality,  heavyweight  unit  that  compares  with  the  BEST  on  the  market.  The 
solid  hardwood  blades  are  expertly  crafted  of  selected  mahogany.  The  brass  plated  housing 
and  blade  brackets  add  golden  highlights  of  beauty.  The  "heart"  of  the  fan  is  a  highly  de- 
pendable, 28  pole  motor  with  all  metal  construction  and  double 
sealed  ball-bearings  for  smooth,  quiet  operation.  And  the  motor 
is  direct  drive!  Not  friction  drive.  No  pulleys,  no  belts  to  wear  out. 

DESIGNED  FOR  ADDITION  OF  LIGHT  FIXTURE! 

Imperial  Decorafan  adds  a  distinctive  aura  of  charm  and  elegance 
to  any  room,  any  decor.  And  you  can  easily  install  a  center  light 
fixture  (with  8"  dia.  globe).  Wiring  is  there  for  quick  hookup. 

•  All  necessary  hardware  included  for  do-it-yourself  installation. 

•  Can  use  wall  rheostat  (not  incl.)  to  operate  in  high  ceiling  rooms. 

•  Average  electric  use  is  about  the  same  as  100  watt  light  bulb. 

•  Maximum  watts  of  1 70.  Shipping  weight  approximately  33  lbs. 

'For  official  sources  of  data,  phone  us  Toil-Free, 

Also  available  in  all-white  and  chestnut  brown  models. 
Phone  Toil-Free  for  information. 


Manufacturer's 
Suggested  Retail: 

$376.95 


OUT  THEY  GO  AT 


$ 


Includes  3  Year  Limited  Warranty 


Price  subject  to  change  after  60  days. 
Offer  void  outside  50  United  States 


Credit  card  members  can  order  by  phone 
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■B&RESS 

CLUB 

2b  Toil-Free:  1-800-328-0609 

If  busy  signal,  or  after  business  hours,  or 
in  Minnesota,  call  1-800-228-2606 

24  hours  a  day,  7  days  a  week. 


C.O.M.B.  Co. 

ONE  OF  THE  NATION'S  LARGEST  AUTHORIZED  MAIL 
ORDER  LIQUIDATORS  OF  CONSUMER  PRODUCTS 
6850  WAYZATA  BLVD.  /  MINNEAPOLIS,  MN  55426 


[C.O.M.B.  CO.  /  Liquidators  Dept.  B  754  2290 
I  6850  Wayzata  Boulevard     Minneapolis.  Minn.  55426 

|  Send  Ceiling  Fan(s)  at  $98  ea  plus  $  1  5  ea  for  ship- 

i  ping  and  handling  (Allow  3-4  weeks  for  delivery  Add  2-3 
I  weeks  extra  if  paid  by  check.  Sorry,  no  COD  ordersl 

|  n  My  check  or  money  order  is  enclosed.  Minnesota  residents 
I      add  5%  state  sales  tax. 

j  Charge  my      Mastercard   DVISA  □  Am.  Ex.  ODinersClub 

I  Acct  No  Exp  
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Old  dogs  can  learn  new  tricks.  Sometimes, 
it  just  takes  a  little  longer  to  accomplish. 


See  Spot  run 


By  Paul  B.  Brown 


In  the  midst  of  a  recession  the  old 
Norton"  Co.  of  Worcester,  Mass. 
has  sprung  back  to  life. 
Ten  years  ago  Norton  looked  every 
bit  its  age  as  it  prepared  to  celebrate 
its  100th  anniversary  since  starting 
life  as  the  F.B.  Norton  Pottery  Shop. 
Its  sagging  line  of  grinding  wheels  and 
sanding  belts  were  producing  a  mori- 
bund return  of  just  5.4%  on  equity. 

But  look  at  what  has  been  happen- 
ing lately.  Since  1979  Norton's  return 
on  equity  has  averaged  18.5% 
on  practically  no  additional 
debt  leverage.  True,  $1.3  billion 
(sales)  Norton  could  never  have 
turned  in  record  per-share  earn- 
ings of  $5.57  last  year  without 
adopting  the  new  accounting 
standard  that  excludes  foreign 
currency  fluctuations  from  in- 
come. Since  the  company  gets 
about  40%  of  its  business  from 
overseas,  the  accounting  change 
last  year  added  a  much-needed 
$1.07  to  Norton's  bottom  line. 
But  the  projected  60-cents-a- 
share  earnings  gain  this  year 
suggests  that  the  company  is 
fast  shaking  off  the  effects  of 
recession.  For  a  company  that 
gets  78%  of  its  sales  from  abra- 
sives and  petroleum  drilling 
equipment,  markets  that  have 
been  hurt  badly  by  the  recession 
and  the  oil  glut,  that's  no  mean 
trick.  "What  you  are  seeing," 
says  Norton  President  Donald 
Melville,  55,  with  a  smile,  "are 
the  results  of  what  we  did  al- 
most ten  years  ago." 

In  the  early  1970s  Norton  de- 
cided to  diversify  to  free  itself 
from  the  cyclical  abrasives  busi- 
ness. So  Melville  and  his  prede- 
cessor, Robert  Cushman,  bought 


their  way  into  the  fashionable  petro- 
leum drilling  field,  acquiring  Chris- 
tensen  Inc.,  the  leading  producer  of 
diamond  drilling  bits,  and  other  pro- 
ducers of  industrial  consumables. 

A  firm  believer  in  decentralization, 
Melville  says  he  has  kept  an  easy 
hand  on  the  reins.  "We  don't  tell 
them  what  to  do,"  he  says.  "I  have 
always  been  amazed  at  how  well  peo- 
ple run  their  business  if  you  give  them 
guidelines  but  get  out  of  their  operat- 
ing decisions." 

That  extends  to  planning,  a  func- 


Norton  President  Donald  Melville 
"A  lot  of  people  find  it  easier  not  to  think. 


tion  Melville  is  convinced  is  best) 
done  in  the  field.  "This  is  not  a  com] 
pany  that  creates  plans,  puts  them  in 
big  thick  binders  and  then  files  themi 
in  a  drawer,"  he  says.  "We  have  elimi- 
nated our  planning  division.  Linej 
management  does  the  planning." 

What  Melville  watches  like  a  hawk 
is  how  well  his  group  vice  presidents! 
in  abrasives,  petroleum  and  mining, 
and  diversified  products  fare  against 
their  competitors  in  the  field.  Exam- 
ples: The  industrial  abrasives  unit  ia 
judged  by  how  well  it  fares  against 
Sohio's  Carborundum  division,  and] 
Norton's  coated  abrasives  unit  by] 
how  well  it  competes  with  3M's  sec- 
tion. This  way  he  avoids  the  trap  of 
killing  off  divisions  just  because 
they're  in  a  cyclical  downturn. 

If  a  division  is  doing  well,  like 
Christensen,  which  accounted  for 
30%  of  corporate  profits  last  year  on 
just  17%  of  total  sales,  that  unit  isj 
given  more  people  and  money.  If  ai 
division  does  not  live  up  to  stan- 
dards— Norton  will  be  in  a  field  only 
where  it  has  the  largest  or  second  larg- 
est market  share  or  can  obtain  it — it  is. 
shut  down.  The  machine  tools  and 
metals  division  suffered  that  fate  in| 
the  1970s.  That  may  mean  taking  a 
loss  on  a  unit  like  the  pressure-sensi- 
tive tape  division,  but  Melville  prefers 
to  face  the  music  sooner  rather  than 
later.  It's  basically  that  old  in- 
vestor strategy  of  "cut  your 
losses  but  let  your  profits  run." 
In  essence,  Norton  runs  its  op- 
erations the  way  most  investors 
run  their  portfolios. 

Melville,  a  former  RAF  fight- 
er pilot,  prefers  a  different  anal- 
ogy. "It's  all  derived  from  mili- 
tary planning,"  he  says.  "It's 
very  easy  to  operate  through  cri- 
sis management,  where  you  just 
react.  An  awful  lot  of  people 
find  it  more  comfortable  not  to 
have  to  think.  But  the  fact  is 
once  you  have  a  good  strategic 
management  process  like  ours, 
it  is  easier  to  run  a  business.  If 
you  have  a  capital  investment 
decision  to  make,  you  don't  do 
it  in  a  vacuum." 

Inevitably,  Melville's  simple, 
stern  approach  has  produced 
some  important  changes  at  Nor- 
ton. Abrasives,  which  were 
close  to  90%  of  the  company's 
profits  ten  years  ago,  now  ac- 
count for  46%,  even  though 
abrasives  sales  have  been  in- 
creasing 15%  a  year.  In  part, 
that's  because  sales  in  the  diver- 
sified products  division  are 
growing  at  the  rate  of  17%, 
while  petroleum  and  mining 
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WHY  EMERY 
DELIVERS  YOUR  SMALL 
YOUR  BRAND 

YOUR  IN-BETWEEN 
TO  MOST  OF  AMERICA 

THE  VERY 


Emery  A.M.  can  make  your  tough  job  a  lot  easier. 
Instead  of  having  to  call  different  shipping  companies  for  different  shipping  sizes, 
you  can  make  one  call  to  Emery  to  deliver  them  all. 
Big  shipments,  small  envelopes,  or  in-between  packages.  Emery  A.M. 
takes  virtually  any  size  from  ounces  to  tons  and  schedules  delivery 
to  most  of  America  the  very  next  morning. 
It's  a  great  service,  and  only  one  company  can  deliver  it.  Emery. 
Because  when  you've  got  a  tough  job  and  you  want  to  make  it  easier, 

what  you  need  is  an  edge. 


©  Emery  Worldwide  1982 
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Bob  Rathert 

your  brewery's  ready/' 


Capacity  doubled,  on  time  and 
under  budget. 

Bob  Rathert,  Plant  Manager  of 
Anheuser-Busch's  Williamsburg,  Va., 
brewery  got  his  expansion  as  quickly 
and  economically  as  he  did  because 
two  men  formed  an  unusual  partner- 
ship. This  is  the  story  of  that 
partnership. 

Ask  the  folks  at  The  H.K.  Ferguson 
Company  [the  Morrison-Knudsen 
subsidiary  that  designed  and  built 
the  expansion),  and  they'll  tell  you 
Len  Mooradian's  favorite  word  is 
"why."  They  swear  he's  the  "toughest 
questioner  in  the  business!' 

Ask  Len  Mooradian,  the  Anheuser- 
Busch  Group  Project  Manager 
responsible  for  the  Williamsburg 
expansion,  and  he'll  tell  you  his  favorite 
word  is  "anticipate"  Asking  why  is 
his  means  to  that  end. 

As  M-K/ 
HKF's  Williams- 
burg Project 
Director  Bob 
Mulryan  says, 
"When  Len 
okays  an  idea, 
you  know  it's 
a  good  one. 
He's  a  brilliant 
editor" 

If  Mooradian 
was  the  project's 
editor,  Mulryan  was  its  author.  He 
began  planning  the  day  engineering 


Len  Mooradian 


was  authorized,  and  immediately 
encountered  two  problems. 

The  first  was  time.  Construction 
had  to  start  within  six  months  and  end 
within  32.  The  second  was  space. 
The  expansion  had  to  be  built  around 
the  existing  brewery  without  inter- 
fering with  operations. 

Mulryan  dealt  with  the  first  by  pro- 
jecting critical  paths  for  every  aspect 
of  the  job.  His  solution  tor  the  space 
problem  — conceived  by  juggling 
plastic  foam  models  of  new  and 
existing  components -was  to  start 
simultaneously  in  three  places. 


His  partner  endorsed  this  idea 
enthusiastically -after  a  hundred  a 
so  questions. 

The  project's  scope -over  3,000 
engineering  drawings,  10,000  inst 
ments,  3,000  control  valves,  16 
programmable  logic  controllers,  1 
twenty-ton  storage  silos  and  14  moii 
procurement  lead  times- required 
tenacious  management  for  Len  an> 
Bob  and  blunt  communications 
between  them. 

"Often  with  the  door  closed" 
recalls  Bob. 

"What  was  felt  got  said','  grins  Lenj 

It  paid  off.  Anheuser-Busch  gaine 
needed  new  capacity  fast.  M-K/HK 
showed  again  why  it's  known  as  "Ti 
Repeat  Builder."  And  Bob  and  Len 
proved  anew  W 
that  two  heads 
are  better 
than  one. 

If  you're 
planning  an 
industrial  proj 
ect  that  you 
need  on  time 
and  budget, 
call  Morrison- 

KnudSen'S  Bob  Mulryan 

CEO,  Bill  McMurren,at(208) 
386-6700.  He'll  get  the  right  people 
to  your  office  PDQ. 

They'll  tell  you  how  we  can  shave 
dollars  and  days  off  your  project,  am 
they'll  take  no  more  than  one  half  hot 


MORRISON-KNUDSEN  COMPANY,  INC. 

Boise,  Idaho  83729 

Engineers,  Builders,  Developers,  Managers,  Equal  Opportunity  Employers. 
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evenues  have  grown  at  34%  a  year.  "I 
uppose  if  we  did  nothing  to  enhance 
he  growth  of  our  other  businesses,  in 
mother  five  to  seven  years  petroleum 
roducts  would  easily  account  for 
0%  to  60%  of  sales,"  says  Melville. 
Jut  he  quickly  adds  that  he  will  not 
et  this  happen,  even  though  that 
ourse  has  been  a  profitable  one  for 
ompanies  like  NL  Industries  (see 
orbes,  July  20,  1981).  Tempting  as  it 
s  to  follow  suit,  Melville  is  convinced 
hat  Norton  shouldn't  be  that  depen- 
lent  on  any  single  industry — whether 
t  be  petroleum  or  abrasives. 

So  at  the  moment  he  is  off  searchi- 
ng for  smaller  companies  that  have 
;aptured  a  niche  within  a  larger  in- 


dustry. During  the  last  six  months, 
Norton  bought  Chemplast  Inc.  and 
the  Pampus  companies  of  West  Ger- 
many. Both  make  specialty  industrial 
products  that  reduce  friction  and  to- 
gether had  revenues  of  close  to  $50 
million. 

In  the  meantime,  Melville  is  beef- 
ing up  Norton's  petroleum  services 
division,  which  repairs  and  caps  wells 
and  complements  Christensen's  drill- 
ing operation.  He  says  he  is  also  look- 
ing for  other  industrial  consumer 
products,  but  is  not  sure  what  kind. 
At  the  moment,  Wall  Street  clearly  is 
looking  for  some  kind  of  indication  of 
his  next  move.  The  stock  recently 
traded  near  the  52-week  low  of  3>0Vi 


and  had  a  price/earnings  ratio  of  6. 

But  Melville  is  clearly  not  in  a 
rush  to  make  a  major  acquisition. 
With  a  solid  track  record  behind  him 
and  a  good  ten  years  more  in  pros- 
pect as  chief  executive  officer,  he 
feels  under  no  pressure  to  make  a 
splash  with  a  megamerger. 

"We've  been  very  fortunate  in  the 
fact  that  we  have  a  very  sound  base," 
he  says  quietly.  "The  abrasives  busi- 
ness may  be  a  mature  industry,  but 
it's  going  to  be  around  for  decades  and 
decades." 

Melville  knows  only  too  well  that 
many  other  chief  executives  would 
give  their  eyeteeth  to  be  able  to  say 
the  same.  ■ 


an  you  build  a  conglomerate  in  the 
iches  of  the  restaurant  business?  Chart 
ouses  Bill  Trotter  thinks  you  can — but 
hen  he  doesnt  have  much  choice. 


"We  can  do  what 
McDonald's  did" 


By  Subrata  N.  Chakravarty 

his  is  barbecue  for  Yankees," 
says  a  customer  at  Luther's  res- 
taurant in  downtown  Houston. 
'People  come  here  to  soak  up  the 
tmosphere."  Ambience  in  the  fast- 
ood  business?  Luther's  is  testing  the 
dea.  The  Houston  restau- 
ant — so  far  doing  a  boom- 
ng  business — is  part  of  a 
iny  chain  of  ten  restau- 
ants  in  Texas  and  Louisi- 
a  that  is  in  turn  part  of 
hart  House  Inc.,  a  $354 
illion  (sales),  Louisiana- 
ased  restaurant  company 
hat  wants  to  become  the 
eneral  Motors  of  the 
usiness,  in  strategy  if  not 
size. 

Built  on  a  foundation  of 

70  Burger  King  restau- 
ants — the  company  is  the 
argest  franchisee  of  Pills- 

ury's     Burger     King — 

hart    House    aims  to 

ranch  out  with  some- 


thing for  everybody.  In  addition  to 
Luther's  barbecue,  the  company  oper- 
ates 48  Chart  House  steakhouses  for 
the  affluent,  58  Cork  'N  Cleaver 
steakhouses  for  the  middle  class  and 
12  Cisco's  Mexican  restaurants.  "We 
want  to  be  a  cross  section  of  the  res- 
taurant business,"  says  President  and 


Trotter  and  Hyde  of  Chart  House 
What  every  American  does  every  weekend. 


Chief  Executive  William  Hyde. 

Founded  in  1963  as  National  Food 
Service,  Inc.,  Chart  House  has  com- 
piled an  enviable  18-year  track  record 
of  successively  higher  sales  and  earn- 
ings, so  far  primarily  on  the  Burger 
King  franchises,  which  still  provide 
67%  of  revenues  and  almost  75%  of 
operating  earnings.  Its  ten-year  aver- 
age return  on  equity  of  23.4%  com- 
pares favorably  with  the  25%  of 
McDonald's.  Revenues  last  year 
climbed  13%,  to  $354  million,  and 
per-share  earnings  18%,  to  $2.03. 

Founder  and  Chairman  William  E. 
Trotter  II  got  into  the  restaurant  busi- 
ness in  1963  when,  bored  with  run- 
ning the  rice  brokerage  business  he 
and  his  brother  inherited  from  their 
father,  he  met  Burger  King  founder 
David  Edgerton  at  a  party  in  Miami 
and  decided  to  take  a  franchise  for 
New  Orleans.  That  was  when  hardly 
anyone  had  heard  of  Burger  King,  or 
even  McDonald's.  "There  was  no  his- 
tory on  fast  food,"  recalls  Trotter,  "so 
there  was  no  intelligent  way  to  make 
a  decision  on  whether  the  concept 
would  work." 

With  little  competition, 
Burger  King  caught  on 
quickly  in  New  Orleans, 
and  Trotter  was  off  and 
running,  soon  adding  fran- 
chise rights  for  most  of 
the  Gulf  Coast,  Illinois 
and  Virginia.  Then  Edger- 
ton sold  Burger  King  to 
Pillsbury  and  things  began 
to  go  sour.  As  Trotter  sees 
it,  "They  lost  the  entre- 
preneurial style.  We  were 
always  out  of  sync  with 
the  parent  company  be- 
cause all  we  wanted  to  do 
was  sell  hamburgers  and 
make  the  bottom  line.  All 
they  wanted  to  do  was  get 
theirs  off  the  top." 
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The  tensions  led  to  an  acrimonious 
lawsuit  in  1972.  It  was  quickly  set- 
tled, and  Trotter  contends  that  rela- 
tions between  Pillsbury  and  its  largest 
franchise  operator  are  now  amicable. 
Nevertheless,  the  handwriting  was  on 
the  wall:  Trotter  could  expect  no 
more  growth  via  the  Burger  King  fran- 
chise route. 

What  to  do?  In  1974  Trotter  discov- 
ered Chart  House,  a  small  California- 
based  chain  of  high-quality  steak- 
houses  whose  specialty  was  not  so 
much  food  as  architecturally  intrigu- 
ing buildings  overlooking  places  of 
scenic  beauty.  Chart  House  had  very 
good  economics — a  $500,000  invest- 
ment could  yield  returns  of  25% — but 
had  tried  to  jump  from  the  West  Coast 
to  the  East  Coast  in  one  year,  and 
found  it  didn't  have  the  organization. 
On  the  verge  of  bankruptcy,  Chart 
House  sold  out  to  Trotter,  who  took 
the  name  for  his  company. 

The  upscale  Chart  House  division, 
while  profitable,  is  not  the  stuff  of 
which  a  growth  company  is  made. 
You  can't  grow  rapidly  on  one-of-a- 
kind  restaurants.  So,  the  following 
year,  Chart  House  acquired  Cork  'N 
Cleaver,  a  steakhouse  chain  similar  to 
Pillsbury's  Steak  &  Ale. 

That  move,  however,  didn't  turn 
out  nearly  so  well.  In  the  stagflation- 
ary  environment  of  the  late  1970s, 


Cork  'N  Cleavers  lost  control  of  its 
costs  and  its  appeal  faded.  Early  last 
year  the  company  converted  the 
weakest  of  the  steakhouses  into 
Mexican  restaurants  called  Cisco's. 
To  date,  12  Cork  'N  Cleavers  have 
been  converted,  and  by  midyear  there 
will  be  18  Cisco's  (including  3  built 
from  scratch).  Results  so  far  are  prom- 
ising. Restaurants  that  averaged  sales 
of  under  $600,000  a  year  as  Cork  'N 
Cleaver  now  do  $950,000  as  Cisco's, 
and  the  three  new  restaurants  should 
do  as  well  as  the  Chart  Houses. 

Okay,  if  Mexican  food  works,  how 
about  Southern  barbecue?  Trotter  ac- 
quired the  Luther's  chain  last  Octo- 
ber, after  a  year  of  contract-managing 
it  to  assess  its  potential.  The  key  to 
that  potential,  say  Trotter  and  Hyde, 
is  that  Chart  House  owns  Luther's, 
lock,  stock  and  barrel,  and  thus  can 
become  a  franchisor  instead  of  a 
franchisee  as  it  is  with  Burger  King.  So 
far,  Luther's  looks  like  a  franchisor's 
dream.  A  Luther's  costs  about  10% 
more  than  a  Burger  King  to  put  up — 
$850,000 — but  it  generates  half  again 
the  revenue  on  average — $1.2  million, 
vs.  $750,000 — with  significantly  high- 
er margins.  It's  also  first  in  the  field. 
There  are  thousands  of  barbecue  res- 
taurants, but  there  are  no  sizable 
chains.  But  will  it  sell  in  Dubuque 
and  Boston?  "Barbecue  isn't  region- 


al," contends  Trotter.  "What  does  ev 
cry  American  do  every  weekend  a| 
home?  He's  barbecuing — but  he  can'l 
do  it  as  well  and  as  cheap." 

Thus  far,  that  pitch  has  signed  u 
franchisees  with  commitments  t 
open  35  restaurants  in  five  cities  ove: 
the  next  four  years.  Chart  House  vJ 
open  at  least  as  many  more  that  it  wil 
operate  itself. 

The  big  question,  of  course,  i 
whether  anything  will  come  close  tcj 
the  Burger  King  franchises  in  Chan 
House's  total  picture.  So  far,  Luther's 
and  Cisco's  have  had  a  negligible  \m\ 
pact  on  earnings,  but  Trotter  predict^ 
they  will  provide  over  50%  of  earn 
ings  within  five  years.  "Last  year  wasj 
a  pivotal  year  for  our  company,"  saysi 
Hyde.  "We  made  the  decision  to  real 
ly  change  the  company's  complexion 
Now  we  have  to  absorb  and  evaluate.' 

Is  America  really  ready  for  a  nation 
wide  barbecue  chain?  More  to  the 
point,  can  you  run  a  restaurant  con- 
glomerate on  ambience?  Trotter  con- 
tends he  is  at  the  same  stage  with 
Luther's  now  that  he  once  was  with 
Burger  King,  only  this  time  the  con* 
cept  is  his  alone.  "We  can  do  with 
Luther's  what  McDonald's  and  Burger 
King  did  15  years  ago,"  he  claims.i 
Maybe.  One  thing  is  clear:  If  he  wants! 
his  highly  successful  little  company 
to  grow,  he  has  to  give  it  a  try.  ■ 


ABOARD  THE  SUPER  80,  EVEN  77J 


OPERATING  COST  SAVINGS 
TOTAL  $1.5  MILLION  A  YEAR. 

At  McDonnell  Douglas,  we  designed  the  Super  80  to  squeeze 
every  bit  of  energy  from  every  drop  of  fuel. 

The  Super  80  flies  more  passengers  farther  on  30%  less  fuel  than 
the  airplanes  it  replaces.  Even  the  Super  80's  cabin  ventilation  system 
saves  fuel— by  reducing  the  role  of  engine  power  in  supplying  clean, 
fresh  cabin  air. 


Douglas  Casey  sold  a  million  copies  of 
Crisis  Investing.  Now  hes  rich.  But  if  you 
followed  his  advice,  you  re  not. 


sot 
e  w 


How  to  create 
your  own  crisis 


By  John  Dorfman 


! 
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HE     BESTSELLING  NONFICTION 

book  of  1980  was  a  financial 
manual  telling  you  how  to  profit 
while  the  world  is  falling  apart.  Writ- 
ten by  Douglas  Casey,  a  35-year-old 
former  stockbroker,  insurance  sales- 
man and  amateur  car  racer,  it  was 
titled  Crisis  Investing:  Opportunities  and 
Profits  in  the  Coming  Great  Depression. 
Originally,  Crisis  Investing  was  pub- 
ished  by  a  small  Atlanta  house,  Sev- 
enty-Six Press,   which  sold  about 


10,000  copies  through  the  mail. 

Then  Casey  hooked  up  with  au- 
thor-promoter Robert  Ringer — the 
man  who  wrote  booking  Out  for  Num- 
ber 1  and  Winning  Through  Intimida- 
tion. Ringer  republished  Casey's  book 
through  his  Stratford  Press  and  hyped 
it.  Sales  took  off:  Crisis  Investing  was 
on  the  New  York  Times  bestseller  list 
for  37  weeks,  selling  500,000  copies  in 
hardback  and  about  an  equal  number 
in  paperback. 

Now  Casey  has  the  problems  of  the 
rich.  "One  thing  I'm  going  to  cut  back 


on  this  year  is  speeches,"  he  says.  On 
the  lecture  circuit  "you  have  too 
much  to  eat  and  not  enough  sleep. 
You  don't  get  any  exercise.  I  like  to 
keep  in  shape."  Thus,  he  will  start 
turning  down  opportunities  to  give 
talks  at  $5,000  a  crack.  This  should 
give  him  more  time  for  such  hobbies 
as  tae  kwon  do  (a  Korean  form  of 
karate),  skydiving  and  scuba  diving. 

Casey  won't  discuss  the  details  of 
his  financial  arrangement  with  Ring- 
er. He  denies  a  rumor  that  Crisis  was 
sold  to  Stratford  for  a  flat  fee  of  $30,000 
and  says,  "I  made  more  on  that  book 
than  98%  to  99%  of  all  authors  make.  I 
would  certainly  be  willing  to  do  it 
again  with  Ringer,  and  to  do  it  the 
same  way."  Netting  $1  a  book — a 
modest  royalty — Crisis  Investing  would 
have  made  Casey  a  millionaire. 

Why,  then,  is  Strategic  Investing,  his 
new  book  just  out,  published  by  Si- 
mon &  Schuster?  Ringer,  Casey  ex- 
plains, couldn't  match  S&S's  fat  ad- 
vance: $800,000. 

Casey's  thesis  in  Crisis,  as  suggested 
in  the  title,  is  that  a  great  depression 
is  coming.  Probably  not  your  Thirties- 
style  depression,  though.  More  likely, 
Casey  thinks,  is  a  hyperinflationary 
depression:  high  unemployment  cou- 
pled with  high  inflation.  How  much 
inflation?  "Well  over  20% — at  first — 
then  accelerating  rapidly  thereafter." 


R  YOU  BREATHE  SAVES  FUEL 


New  digital  flight  guidance 
and  control  system  has 
a  performance-monitoring  capability 
which  helps  cut  maintenance  costs. 


13V  ELECTRONIC  HAND  ON  THE 
WROTTLES. 

Ifing  a  new  digital  flight  guidance  control  system, 
\h  Super  80  pilot  achieves  maximum  fuel  conser- 
jjiltion  throughout  the  flight. 

Ilrhis  system  also  cuts  maintenance  costs.  It  records 
if  flight  operational  data  so  service  crews  can 
1  mplete  maintenance  work  in  a  fraction  of  the  time 
vnerwise  required. 


I'i^ymUUn fTW¥f*fl       Because  the 
^^/^EBKBPHtflB  Super  80  flight 
m^H^H^nL  deck  is  built  for  a 

"  crew  of  two, 
personnel  costs 
are  less. 

The  bottom 
line?  A  $1.5 
million  savings  in 
annual  operating 
costs  compared 
to  today's  most 
widely-flown 
A  jetliner. 

More  than  70  of  our  New  Generation  Super  80  jet- 
liners are  now  in  service  on  four  continents,  proving 
the  plane's  cost  efficiency  in  hour  after  hour  of 
comfortable,  reliable,  quiet  flight.  S 
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Turning  $100,000  into  $58,263 


People  who  followed  Doug  Casey's  advice  haven't  had  to  wait  for 
"the  coming  great  depression."  They've  been  able  to  manufacture 
their  own.  Testing  Casey's  recommendations  isn't  a  cut-and-dried 
matter,  since  he  has  advocated  a  great  many  financial  tactics, 
including  commodities  trading,  selling  stock  short  and  hoarding 
household  goods  against  the  chance  of  future  shortages.  These 
investments,  however,  represent  what  a  reasonable  person  might 
have  purchased  after  reading — and  believing — Casey's  bestseller, 
Crisis  Investing. 

The  $100,000  portfolio  was  20%  in  gold,  10%  in  silver,  10%  in  a 
gold-mining  stock  (Homestake),  10%  in  a  silver-mining  stock  (Hec- 
la  Mining),  25%  in  small  energy  stocks  ($2,500  each  in  the  first  10, 
alphabetically,  of  23  such  stocks  Casey  recommended),  and  25%  in 
Swiss  francs.  Commissions  and  taxes  have  been  excluded.  Pur- 
chases were  presumed  to  have  been  made  the  week  Casey's  book 
hit  the  bestseller  list. 


Asset 


Initial 

invest 
Sept.  1980 


Value 
April 
1982 


Gold,  31.25  ounces  $20,000  $10,984 
Silver,  61 1.6  ounces  10,000  4,532 
Gold-mining  stock  (Home- 
stake  Mining,  182  shares)  10,000  4,727 
Silver-mining  stock 

(Hecla  Mining,  269  shares)  10,000  3,788 

Small  energy  companies*  25,000  13,600 

Swiss  francs  (40,922)  25,000  20,632 


Portfolio  total 


$100,000  $58,263 


"Altex  Oil,  Antares,  Argonaut  Energy.  Atlantic  Oil, 
Beard  Oil.  Burton  Hawks,  Callon  Petroleum,  Consoli- 
dated Oil  &  Gas,  Crystal  Oil,  Discovery  Oil.  Initial 
investment:  $2,500  in  each. 


What  Casey  envisions  is  not  too  dif- 
ferent from  what  happened  to  Ger- 
many in  the  Twenties. 

In  this  we  are  supposed  to  find  "op- 
portunities and  profits"?  Well,  yes 
and  no.  Casey  urges  a  variety  of  specu- 
lative tactics,  aiming  for  gains.  But  he 
also  counsels  readers  to  keep  what 
they  have.  "If  you  do  this  alone  over 
the  next  ten  years,"  Casey  says,  "you 
will  stand  head  and  shoulders  above 
your  neighbor.  It  is  crucial,  no  matter 
what  happens,  to  keep  a  base  of  cap- 
ital intact.  .  .  .  This  implies  extreme 
caution  in  how  and  with  whom  you 
invest  your  money." 

Wise  words.  But  what  happened  to 
someone  who  read  Casey's  book  and 
took  it  seriously?  Forbes  constructed 
a  sample  portfolio,  based  on  our  guess 
as  to  what  we  think  a  reasonable  per- 


son might  have  done  had  he  read  Crisis 
Investing  when  it  first  made  the  best- 
seller list  in  mid- 1980  and  taken  its 
message  to  heart.  That  portfolio  and 
its  performance  are  summarized  in  the 
table  above.  Of  $100,000  invested  in 
September  1980,  only  $58,263  is  left. 
Hardly  keeping  your  capital  intact. 

A  strong  emphasis  in  Crisis  Investing 
was  on  buying  gold.  "This,"  Casey 
wrote,  "is  the  most  stable  and  secure 
asset  for  your  wealth.  It  has  been  for 
ten  thousand  years  the  most  prudent 
and  cautious  of  investments."  Of 
course,  Casey  ran  into  a  bit  of  bad 
timing.  When  his  book  was  published 
in  1979,  gold  was  still  selling  at 
around  $300  an  ounce.  How  could  he 
know  that  it  would  soar  to  $850  just 
in  time  to  bring  buyers  of  his  book  in 
near  the  peak? 


liestse/ling  author  Douglas  Casey 
More  time  for  tae  kwon  do. 


Other  investments  Casey  applaud- 
ed were  silver;  gold  and  silver  mining 
stocks;  shares  of  small  energy  compa- 
nies; and  foreign  currency,  particular- 
ly Swiss  francs.  Every  one  of  them  is 
down.  As  for  the  hyperinflation  that 
Casey  predicted,  the  opposite  is  hap- 
pening. What  we  have  now  is  disinfla- 
tion, if  not  deflation.  But  wait — Casey 
didn't  flatly  say  we  would  have  hyper- 
inflation. What  he  was  sure  of  was 
that  a  depression  was  coming. 

Listen  now  to  Roy  fastram,  profes- 
sor at  the  School  of  Business  Adminis- 
tration, University  of  California  at 
Berkeley,  fastram  is  a  leading  student 
of  the  historical  value  of  gold  and  sil- 
ver, two  pet  Casey  investments.  His 
books,  The  Golden  Constant  and  Silver.- 
The  Rest/ess  Metal,  trace  the  price  be- 
havior and  purchasing  power  of  the 
two  metals  back  to  the  16th  century. 

"About  60%  of  the  demand  for  gold 
is  now  industrial  demand,"  says  fas- 
tram, "and  more  than  90%  of  the  de- 
mand for  silver  is  industrial.  If  there 
were  to  be  a  depression,  whether  in- 
flationary or  deflationary,  the  bottom 
would  fall  out  of  industrial  demand." 
Indeed,  silver  prices  fell  sharply  dur- 
ing major  U.S.  depressions  in  the 
1890s  and  the  1930s.  Gold  prices,  of 
course,  were  fixed  then.  Now  they  are 
free  to  fluctuate. 

But  if  you  want  to  give  Casey  an- 
other chance,  you  could  pay  $15.95  for 
his  new  book,  Strategic  Investing,  and 
read  how  he  tries  to  bail  out.  Casey 
tempers  his  recommendation  for  gold: 
It's  "a  store  of  value  ...  no  longer  a 
low-risk  speculation."  He  also  argues, 
none  too  convincingly,  that  the  great 
depression  has  already  begun. 

That  may  be  the  best  news  we  have 
heard  in  a  long  time.  You  could  have 
made  a  lot  of  money  by  going  contrary 
to  Casey.  If  he  says  we're  in  a  depres-  i 
sion,  can  prosperity  be  far  away?  ■ 
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If  you've  ever  had  a  leaky  roof, 
consider  this  challenging  problem. 


J 


'i 3  TWA  terminal  at  New  York's 
•  nnedy  Airport  was  being  ravaged  by 
5:  elements.  And  keeping  this  inno- 
ive  shape  in  shape  became  a  serious 
Dblem 

'rtunately,  3M  was  ready  with  "Scotch- 
lid"  brand  Deck  Coating  and  Foam 
I  of  Coating.  They  formed  a  protective 
I'mbrane  against  water  penetration 
p  surface  wear,  while  conforming  to 
I  shape  of  the  original  structure. 


By  listening  to  people's  needs,  we  ve 
pioneered  over  700  products  to  serve 
the  needs  of  the  construction  and 
maintenance  industry.  Everything  from 
insulation  film  for  windows  to  floor 
maintenance  systems. 
All  because  at  3M,  we're  in  the  business 
of  hearing.  So  let  us  hear  from  you. 


3M  hears  you . . . 


For  your  free  3M  Construction 
and  Maintenance  Brochure,  write: 
Department  100205/3M,  PO.  Box 4039, 
St.  Paul,  MN  55104. 

Name  

Address  

City  


State  &  Zip. 


Or  call  toll-free:  1-800-323-1718, 
Operator  360.  (Illinois  residents  call 
1-800-942-8881.) 


3M 


Since  its  early  unsavory  days,  nobody  has 
worked  as  hard  for  the  cable  TV industry?  as 
dealmaker  Bill  Daniels.  And  now-  he's 
reaping  the  harvest  of  three  decades'  work. 

Prime  time  for 
Captain  Video 


Cable  TV  broker'  Bill  Daniels 

"If  you  want  into  cable,  you  do  business  with  Bill. 


By  Steven  Flax 

T|  he  ground  crews  at  Denver's 
Stapleton  International  Airport 
had  never  seen  anything  quite 
like  it.  It  was  a  welcoming  committee 
of  some  sort.  But  the  businesslike  fans 
standing  beside  the  ragtag  brass  band 
didn't  look  like  they  were  waiting  for 
a  sports  team,  a  rock  star  or  even  a 
politician.  And  they  weren't.  It  was 
the  headquarters  staff  of  cable  televi- 
sion brokers  Daniels  &  Associates, 
Inc.  waiting  for  the  man  who  had  just 
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made  them  rich:  their  boss,  Bill  Dan- 
iels. The  day  before  that  day  in  May 
1980,  Daniels  had  sold  about  a  third  of 
his  cable  properties  to  Newhouse  for 
an  estimated  $100  million,  taking 
many  of  his  staffers  to  the  pay  win- 
dow along  with  him. 

It  was  typical  of  Daniels  that  he 
never  heard  that  brass  band.  After 
closing  the  Newhouse  deal,  instead  of 
returning  to  Denver  he  immediately 
jetted  to  Atlanta  to  begin  engineering 
a  $10  million  transfusion  for  Ted 
Turner's  Cable  News  Network. 


Profiles 


For  30  years,  Bill  Daniels  has  beci 
the  industry's  founding  father,  dea 
maker  extraordinaire,  evangelist 
apostle  to  the  regulatory  agencies  an) 
lead  bushwhacker  to  the  financia 
community.  And  now  all  that  effort  i 
paying  off. 

Since  1958,  Denver-based  Daniel 
&.  Associates  (100%  owned  by  the  6) 
year-old  Daniels)  has  served  as  th| 
broker  or  arranged  financing  for  mori 
than  $3.5  billion  worth  of  cable  T^ 
property  sales.  Last  year  the  firm  di 
about  80%  of  the  cable  deals  in  thil 
country,  $874.4  million  worth.  Th^ 
is  double  the  amount  done  in  1980  oi 
double  the  number  of  deals. 

The  wiry,  blue-eyed  Daniels  ii 
amused  by  his  hard-won  clout. 
getting  a  tremendous  chuckle  out  d 
it,"  he  says  without  a  trace  of  rancoi 
"Christ,  I've  been  thrown  out  of  mori 
banks  than  any  man  in  the  country 
They  all  thought  I  was  nuts  in  thi 
early  days.  Today,  they  just  love  th 
business." 

It's  the  same  with  the  networks 
"Oh,  I'm  enjoying  it,"  he  goes  on 
"For  years  I  beat  my  head  against  th« 
wall  to  get  the  networks  in  the  busii 
ness,  and  they  cut  us  up  unmercifully 
But  they  finally  saw  the  light." 

Seeing  the  light  in  cable  television 
generally  means  placing  a  call  to  Bill 
Daniels.  Says  Eli  Broad,  chief  execul 
tive  of  Kaufman  &  Broad,  the  nation': 
largest  home  builder,  who  has  askec 
Daniels  to  prospect  for  cable  proper 
ties  where  Broad  might  invest  his  in| 
surance  division's  earnings:  "If  you 
want  to  get  into  the  cable  business  o] 
you  want  to  expand,  you  do  business 
with  Bill  Daniels.  Period." 

"Bill  has  competitors,  but  compar 
ing  them  to  Daniels  is  like  comparing 
fleas  to  an  elephant,"  says  cable  mag; 
nate  Irving  Kahn  (Forbes,  Nov.  24 
1980).  Kahn  speaks  from  long  expen 
ence.  It  was  Daniels  who  first  intro 
duced  Kahn  to  cable  television  ir 
1959,  when  Kahn  was  president  o 
Teleprompter. 

Not  that  Daniels  hasn't  made  his 
share  of  mistakes.  He  has  blown  mil- 
lions on  ill-advised  investments  out- 
side the  cable  industry:  on  sports  ven 
tures  that  went  bust,  by  losing  a  gu- 
bernatorial primary  in  Colorado  anc 
by  backing  the  bad  ideas  of  friends- 
like  a  parking  lot  that  worked  like  s 
Ferris  wheel.  But  Bill  Daniels  hasn't 
lost  a  penny  in  the  cable  industry  and 
has  hung  on  to  a  personal  fortune  esti- 
mated to  exceed  $25  million. 

Daniels  has  also  made  sizable 
amounts  for  others.  Looking  for  back- 
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The  Good  Stuff. 
And  nothing  but 


■ 


The  Canon  NP-300F. 
It's  got  the  stuff  to  really  deliver  the  goods. 
The  speed  of  30  letter-size  copies  a  minute.  Even  reduction. 
The  newest  in  Canon's  line  of  plain  paper  copiers. 


First  glance  says  compact.  Closer 
nspection  says  so  much  more. 

The  Canon  NP-300F  has  just  what 
you  need. The  good  stuff.  And  nothing  but. 

30  letter-size  copies  a  minute  keeps 
pace  with  your  urgent  need  for  copies 
throughout  the  day. 

Reduction  means  letter-size  copies 
of  unwieldy  11  x  17  originals.  \ 


Document  feedinp  guickens  the 
pulse  of  your  office  as  it  quickens  the 
pace  of  any  copy  job. 

It  even  sorts,  if  you  like.  Up  to  10 
sets  of  copies  automatically  with  an 
optional  NP  Mini-Sorter. 


The  Canon  NP-300F  is  just  what 
you'd  expect  from  the  latest  addition  to 
the  Canon  line  of  Toner  Projection 
copiers.  Excellent  copy  every  time. 
From  a  copier  this  size.  With  micronics 
to  make  it  simple. 

The  Canon  NP-300F  plain  paper 
copier.  Copier  excellence. 
And  nothing  but. 


Canon 

PLAIN  PAPER  COPIER 

I300F 


NP 


1982  Canon  USA.  tnc 


Profiles 

crs  for  his  clients  in  1962,  he  persuad- 
ed Royal  Little,  Textron  founder 
(Forbes,  Apr.  26)  and  then-chief  execu- 
tive of  $9. 1  million  Narragansett  Cap- 
ital, to  invest  in  cable  TV.  Little,  who 
didn't  know  a  coaxial  cable  from  a 
garden  hose,  made  sure  Daniels 
brought  him  only  the  pick  of  the  crop 
by  offering  him  20%  of  the  equity  in 
any  system  Narragansett  bought  for 
$20,000  in  addition  to  his  brokerage 
fee  from  the  sellers.  Some  of  the  cable 
system  Daniels  assembled  for  Narra- 
gansett ultimately  became  American 
Television  &.  Communications  Corp., 
for  which  Time  Inc.  paid  over  $140 
million  in  1978  to  become  the  second- 
largest  cable  company  in  the  country. 
Narragansett  realized  a  capital  gain  of 
$20.6  million,  excluding  dividends, 
on  an  investment  of  $1.4  million. 
Says  Little  of  Daniels,  "If  it  hadn't 
been  for  him,  we'd  never  have  gotten 
into  the  cable  business." 

Daniels  himself  didn't  even  see  a 
television  set  until  1952.  He  had 
spent  most  of  World  War  II  in  the 
South  Pacific,  flying  fighter  planes  off 
the  U.S.S.  Intrepid,  shooting  down  1 1 
enemy  aircraft  and  winning  a  Bronze 
Star  for  rescuing  shipmates  during  a 
kamikaze  attack.  Then  he  went  on  to 
fly  jet  fighters  in  Korea. 

Back  in  civilian  clothes  at  the  ripe 
old  age  of  32,  Daniels  stopped  in  a 
Denver  bar  in  1952  and  saw  the 
Wednesday  Night  Fights  on  TV  for 
the  first  time.  It  was  love  at  first  sight. 
A  fight  buff  ever  since  he  was  unde- 
feated Golden  Gloves  champion  of 
New  Mexico,  Daniels  was  soon 
spending  so  much  time  in  Denver 
watching  the  fights  on  TV  that  he 
started  neglecting  the  family  insur- 
ance brokerage  business.  Says  Dan- 
iels, "I  couldn't  get  off  my  mind  that 
there  had  to  be  a  way  to  get  TV  to  a 
smaller  city  that  couldn't  afford  to 
have  its  own  TV  station." 

Since  he  was  running  a  branch  of 
the  insurance  business  in  Casper, 
Wyo.  at  the  time,  Daniels  became  de- 
termined to  wire  Casper.  So  deter- 
mined that  he  sold  his  insurance  busi- 
ness to  a  friend  for  peanuts.  After  run- 
ning into  a  stone  wall  at  the  local 
banks,  Daniels,  who  had  only  $5,000 
to  his  name,  finally  got  enough  back- 
ing so  that  on  New  Year's  Day  1954 
he  could  show  the  bowl  games  to  the 
amazed  sports  fans  of  Casper. 

The  demand  was  there.  So  much  so 
that  Daniels  couldn't  afford  to  wire 
the  city  fast  enough.  As  Casper  flour- 
ished, Daniels  bought  other  systems. 
Then,  as  president  of  cable's  trade  as- 


sociation, he  put  some  deals  together 
to  help  fellow  operators. 

Personal  contacts  counted  for  ev- 
erything in  cable  deals  back  then. 
Daniels,  with  his  forthright  manner, 
plenty  of  painful  experience,  and  a 
western  drawl  as  smooth  as  saddle 
leather,  was  a  natural.  "The  biggest 
thing  I  got  going  for  me  is  knowing 
how  to  handle  people." 

The  greatest  obstacle  to  deals,  says 
Daniels,  is  ego.  He  likes  to  tell  the 
story  of  how  CBS  initially  refused  to 
consider  his  suggestion  to  buy  Ted 
Turner's  network,  and  then  CBS  ex- 
ecutives finally  flew  to  Atlanta  to  ne- 
gotiate, mainly  because  they  didn't 
want  Turner  to  be  seen  around  CBS 
headquarters.  "Isn't  that  stupid,  when 
there  are  millions  of  dollars  in- 
volved?" he  asks.  "They  negotiated 
for  a  couple  of  hours  and  didn't  strike 
a  deal,  but  they  swallowed  their  ego." 

Daniels  earned  his  first  commis- 
sion in  1957,  when  he  sold  the  Brad- 
ford, Penna.  cable  system  of  coal  mine 
owner  Joe  Saricks  to  insurance  mag- 
nate C.A.  Sammons  of  Dallas.  Sam- 
mons  then  signed  Daniels  to  find,  buy 
and  manage  an  entire  set  of  systems, 
forming  the  nucleus  of  what  is  now 
the  Warner-Amex  cable  company,  the 
nation's  fifth  largest. 

Since  then  Daniels'  career  reads 
like  a  chronicle  of  the  industry's  de- 
velopment. For  Cox  Broadcasting,  he 
helped  assemble  the  fourth-largest 
system  in  the  country.  Daniels  also 
represented  Capital  Cities  Communi- 
cations when  it  recently  bought  Ca- 
blecom-General  for  $139  million.  The 
list  goes  on  and  on. 

But  the  deal  Daniels  seems  proud- 
est of  is  his  acquisition  of  John  Blair 
and  Co.'s  Salinas,  Calif,  cable  system 
for  the  Western  Communications  di- 
vision of  The  San  Francisco  Chronicle 
Publishing  Co.  in  1978.  Twenty-five 
big  cable  buyers,  many  of  them 
brought  into  the  industry  by  Daniels, 
showed  up  for  Blair's  auction.  Dan- 
iels, familiar  with  their  bidding  tac- 
tics from  30  years  in  the  cable  busi- 
ness, often  as  their  broker,  came  in 
with  a  bid  of  $8.2  million,  lower  than 
the  highest  bid,  but  the  winner  never- 
theless. "We  were  selected  anyhow," 
says  Ed  Allen,  president  of  Western, 
"because  Bill  convinced  them  that  we 
were  good  operators  who  would  coop- 
erate with  their  TV  stations." 

Irving  Kahn  thinks  of  Daniels  as  a 
champion  promoter.  "If  Bill  looked 
across  the  street  and  saw  a  glass  of 
water,  then,  by  God,  that  was  the  best 
glass  of  water  in  the  world,"  says 
Kahn.  Kahn  also  remembers  that 
Daniels  had  faith  enough  to  take  his 
commissions  in  equity. 


To  Daniels,  taking  equity  is  juJ 
good  business  sense.  As  a  result,  Dar 
iels  &  Associates  has  major  interest 
in  21  thriving  cable  properties  wort 
at  least  $150  million.  "I've  alway 
guarded  equity  with  my  life,"  say 
Daniels,  "because  that's  where  yo 
accumulate  wealth.  You  don't  get  i 
through  ordinary  income." 

Lucky  for  him,  because  Daniel 
lives  a  lifestyle  that  nobody  could  al 
ford  on  "ordinary  income."  Hurtlin 
around  in  a  twin-engine  Learjct  and 
Cadillac  Coupe  de  Ville  (he  refuses  d 
drive  an  import)  that,  according  tl 
Denver  police,  he  drives  almost  a 
fast,  Daniels  shuttles  between  fou 
luxurious  homes:  a  condominium  u 
Denver,  a  desert  home  in  Pain 
Springs,  a  beach  house  in  Del  Mar  am 
a  town  house  on  Lake  San  Marcos 
His  suits  show  signs  of  hand  stitchin, 
on  the  lapels  and  his  watchband  glint 
with  pave  diamonds. 

The  executive  suite  at  his  corn 
pany's  new  $8.6  million  headquarter: 
is  sheathed  in  gleaming  Nigerian  sat; 
inwood,  furnished  with  expensive 
leather  contemporary  furniture  an<) 
loaded  with  every  conceivable  elec| 
tronic  gadget.  Daniels'  desk  looks  like 
the  command  console  of  Captain  Vidl 
eo  or  perhaps  NASA  mission  control| 
It  pulls  in  32  channels  of  satellite 
transmissions  from  the  company's 
earth  station  receiver.  The  boardroorrj 
table,  custom  built  for  Daniels  foi 
$40,000,  has  a  center  console  thai 
rises  with  the  menace  of  a  surfacing 
Polaris  submarine  to  reveal  multiple 
television  monitors  for  presentation^ 
to  directors  or  clients. 

At  the  moment,  Daniels  and  his  as-; 
■sociates  are  campaigning  against 
states  that  have  taken  to  regulating 
cable  TV  as  though  it  were  a  public 
utility.  On  behalf  of  the  industry, 
Daniels  isn't  about  to  let  that  go  uni 
opposed.  Then  there  are  all  the  mega- 
deals  that  Daniels  is  in  the  thick  of. 

But  perhaps  the  most  compelling) 
fight  is  right  in  his  own  backyard., 
Daniels  &.  Associates  was  picked  toj 
negotiate  with  Denver  for  its  cable! 
franchise.  This  has  drawn  bitter  oppo- 
sition from  United  Cable  Television 
Corp.,  started  by  Richard  and  Genet 
Schneider,  two  of  Bill's  original  part- 
ners in  the  Casper  system.  United  be- 
lieves that  it  made  the  better  bid  andi 
is  trying  to  put  it  to  a  referendum, 
claiming  that  Daniels  had  the  town  so 
politically  wired  that  his  selection 
was  a  foregone  conclusion.  To  which 
Daniels  replies  with  characteristic  de- 
termination: "It  [the  award  of  the 
franchise  to  Daniels]  may  be  in  doubt 
to  some  people,  but  it's  not  in  doubt 
to  this  cat."  ■ 
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The  right  engine.  Open  the  hood 
and  those  twin  aluminum  valve  covers  tell  the 
world  this  is  no  ordinary  power  plant  —  this  is 
a  high-revving  Twin-Cam  Six!  And  it's  electroni- 
cally fuel  injected  for  optimum  response. 

The  right  interior.  A  driver's  sport 
seat  with  8  different  adjustments  —  even  pneu- 
matically-regulated lumbar  support!  Plus  full 
instrumentation,  and  an  electronic  AM/FM/MPX 
stereo  receiver  with  5  speakers.  All  standard. 

The  right  handling.  4-wheel  indepen- 
dent suspension,  with  power-assisted  4-wheel 
ventilated  disc  brakes.  Variable  assist  power 
rack-and-pinion  steering.  5-speed  overdrive 
transmission.  And  more. 

The  1982  Celica  Supra.  As  Motor  Trend 
summed  up,  "By  our  standards,  calling  this  car 
the  right  stuff  ...is  an 

understatement!" 


Whafs  in  a  word?  Plenty.  Thinking  of  the 
decline  in  oil  demand  as  "conservation' 
leads  to  a  wrong  conclusion.  Its  got  more 
to  do  with  Adam  Smith  than  Amory  Lovins. 

The  great 
conservation 
fallacy 

Adam  Smith  was  all  about,  namely 
that  for  most  things  price  regulates 
demand. 

As  Exxon  Chairman  Clifton  Garvin 
told  Forbes  a  while  back:  "We  used  to 
say  that  for  every  1%  increase  in  GNP 
you  had  a  1  %  increase  in  energy  con- 
sumption. We  now  think  it's  more 
like  0.4%  or  0.5%."  That  is:  A  2% 
gain  in  GNP  produces  a  1%  increase 
in  energy  demand. 

Call  this  "conservation"  if  you  will, 
but  it  has  more  to  do  with  Adam 
Smith  than  with  Amory  Lovins,  the 
"soft  energy"  advocate.  Adam  Sie- 
minski,  vice  president  of  the  Wash- 
ington Analysis  Corp.,  studied  the 


By  James  Cook 


As  long  as  oil  was  cheap,  every- 
one assumed  that  demand  for 
b  petroleum  products  was  a 
function  of  economic  growth;  for  ev- 
ery 1%  increase  in  economic  activity, 
one  could  assume  an  automatic  1% 
increase  in  the  demand  for  energy. 
Now  we  know  different;  the  link  be- 
tween economic  activity  and  oil  us- 
age is  less  rigid  than  that.  In  a  world 
that  constantly  applies  old  words  to 
new  things,  many  people  describe 
what's  been  happening  as  "conserva- 
tion." That's  misleading.  What  we  are 
seeing  is  a  reaffirmation  of  what 


matter  a  year  or  two  back  and  foun 
that  the  1-to-l  ratio  didn't  apply  be 
fore  1954  and  it  has  not  applied  sine 
1966.  The  energy  growth  rate,  SiQ 
minski  suggests,  exceeds  that  of  tb 
GNP  when  prices  are  falling,  lags  be 
hind  it  when  prices  are  rising. 

World  oil  prices,  as  everyon 
knows,  quadrupled  in  the  early  Seven 
ties,  tripled  in  the  late  Seventies — fa 
a  17-fold  increase  altogether.  So  th 
market  began  to  work  on  the  problem 
As  prices  soared,  energy  demand  be 
gan  dropping,  slowly  at  first  and  mor 
rapidly  recently.  "All  the  economist 
were  saying  that  couldn't  happen,' 
Sieminski  says.  "They  had  all  thes* 
economic  models  based  on  stable  o 
declining  prices."  But  it  stands  to  rea 
son:  When  prices  go  through  the  rooj 
you  save  more  by  using  less.  An< 
that's  what  the  chart  below  reflects: 
steady  decline  for  over  a  decade  nov 
of  the  ratio  between  energy  and  GNP 
But  there  is  conservation  and  con 
servation.  You  can  insulate  youj 
house,  or  you  can  drop  the  thermosta 
and  put  on  a  sweater.  In  either  cast 
you  save  energy.  But  in  one  case  yoi) 
produce  a  permanent  change  in  com 
sumption.  In  the  other,  you  don't.  It  i| 
this  permanent  form  of  conservation 
that  many  analysts  argue  is  now  corn 
ing  into  play,  producing  a  deepeninj 
and  accelerating  decline  in  demand. 

But  is  it  really?  After  peaking  out  in 
1979,  worldwide  oil  consumption  fel! 
10%  between  1979  and  1981,  muclj 
farther  than  most  observers  expected! 
and  another  4%  to  5%  decline  is  in 
prospect  this  year.  Sieminski  is  nol 
surprised.  His  1980  study  con 
eluded  that  is  precise!) 


"Estimate 

Source:  Washington  Analysis  Corp 


Getting  more,  using  less 


The  amount  of  energy  needed  to  produce  a  dollar  of  gross 
national  product  goes  up  and  down  depending  on  what's 
happening  with  both  energy  and  the  economy.  The  energy- 
GNP  ratio  neatly  reflects  everything  that's  going  on  in  the 
world:  rising  prices,  falling  demand,  politics  and  econom- 


ics, conservation  and  waste,  changes  in  the  kinds  of  goods 
the  economy  produces,  changes  in  the  technology  of  ener- 
gy production,  fads,  follies,  philosophies.  These  days,  the 
ratio  is  moving  decisively  downward,  and  that's  encourag- 
ing. But  why?  That's  one  thing  the  ratio  doesn't  tell  you. 
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|/hat  would  happen:  "Energy  con- 
sumption," he  said,  "will  be  much 
■lower  than  expected  in  low-GNP 
\  jrowth  years,  higher  than  expected  in 
t;  ligh-GNP  growth  years."  But  have 
^e  produced  permanent  and  irrevers- 
ible change-in  the  way  we  use  energy? 
ijjot  necessarily. 

.  I  No  question  that  a  lot  of  the  change 
-is  permanent.  The  Japanese,  for  exam- 
tl  )le,  cut  their  oil/GDP  ratio  by  25%  in 
even  years.  It  was  a  procedure  indus- 
rial  countries  followed  everywhere — 
■nd  had  to  in  order  to  stay  competi- 
ive.  But  as  Isao  Kitagawa,  director  of 
he  Japan  Development  Bank's  re- 
;earch  department,  points  out,  these 
;ains  were  achieved  at  a  price:  "a  con- 
t  iderable  decline  in  the  levels  of  pro- 
j  luction  in  industries  that  are  major 
ii  Consumers  of  thermal  energy,  such  as 
he  steel,  cement,  petrochemical  and 
)>aper  and  pulp  industries." 
1  In  the  U.S.  the  full  benefits  of  price- 
Iriven  conservation  were  delayed  by 
tontrols  that  kept  U.S.  oil  prices  well 
jelow  those  of  the  rest  of  the  world, 
encouraged  consumption  and  delayed 
he  conversion  of  the  U.S.'  fuel-ineffi- 
cient auto  fleet.  It  took  five  years  and 
>illions  of  dollars  to  get  that  program 
nto  high  gear,  but  the  results  are  be- 
ginning to  show  up,  so  decisively  that 
nost  oil  companies  believe  U.S.  gaso- 
line production  has  peaked.  In  curtail- 
ng  consumption,  the  U.S.  clearly  had 
i  transportation  advantage  just  as  the 
lapanese  had  an  industrial  one.  Trans- 
portation accounts  for  50%  more  of 
he  U.S.'  energy  consumption  than  it 
does  of  Japan's  or  Europe's,  and  indus- 
it.ry  accounts  for  nearly  50%  more  of 
l  apan's  consumption  than  it  does  of 
he  U.S.'  or  Europe's.  Partly  for  such 
easons,  according  to  Exxon's  calcula- 
ions,  over  the  decade  of  the  Seventies 
he  U.S.  cut  its  energy-to-GNP  ratio 
l7%  below  the  average  of  the  Sixties, 
I:he  Japanese  cut  theirs  9%,  the  Euro- 
peans a  mere  2%.  Because  they  used 
|>o  much  gasoline  in  the  first  place, 
i\merica  had  more  room  to  cut. 
[  The  easy  gains  have  already  been 
nade  or  gotten  under  way.  The  Japa- 
nese at  least  believe  they're  nearing 
:he  end  of  the  savings  they  can 
achieve  by  their  present  methods. 
There's  no  question  the  worldwide 
recession  has  especially  afflicted  the 
pnergy-intensive  industries,   and  it 
(nay  be  the  biggest  factor  in  the  recent 
jirop  in  demand.  A  closed  factory  uses 
tittle  energy.  There  are  plenty  of 
plosed  factories. 

In  transportation,  the  Department 
pf  Energy  noted  in  a  working  paper 
completed  last  year,  fuel  consump- 
tion fell  25%  between  1973  and  1980, 
ibut  half  the  gain  came  from  curtailed 


driving,  reduced  speed  and  better  ve- 
hicle maintenance.  In  the  residential 
area,  consumption  per  household  was 
down  12%,  but  the  decline  was  al- 
most wholly  due  to  curtailment  rath- 
er than  improved  efficiency.  Even  in 
the  industrial  area,  where  consump- 
tion per  unit  of  output  was  off  17%, 
nearly  half  of  the  drop  resulted  from  a 
shift  away  from  energy-intensive  in- 
dustries toward  light  manufacturing. 
"Curtailment  of  energy  consump- 
tion," the  paper  concluded,  "declin- 
ing labor  productivity,  lower  stan- 
dards of  living  and  slowed  economic 
growth  appear  to  be  the  predominant 
market  response  to  higher  energy 
prices." 

In  short,  if  higher  prices  can  damp- 


en demand,  lower  prices  can  encour- 
age it  again.  As  Adam  Sieminski 
points  out:  "The  conservation  trend 
can  reverse  direction  quickly  if  we  get 
price  decreases  comparable  to  the  big 
increases  we've  had."  If,  for  example, 
oil  were  to  drop  to  $20  a  barrel,  that 
would  amount  to  a  huge  drop  even  in 
nominal  terms;  in  inflation-adjusted 
terms,  it  would  come  close  to  45%. 
Does  anyone  doubt  that  this  would 
lead  to  increased  oil  use — and  less 
"conservation"? 

Any  firm  predictions  are  dangerous, 
but  one  of  the  least  dangerous  predic- 
tions is  this:  Unless  oil  prices  sudden- 
ly shoot  up  again,  or  the  world  sinks 
into  permanent  recession,  conserva- 
tion will  soon  be  on  the  wane.  ■ 


American  Agronomics  was  a  case  study  for 
success — until  Harold  Holder  began  to  be- 
lieve his  own  press  clippings. 


Orange  squeeze 


By  Pamela  Sherrid 


SOME  PROBLEMS  FALL  from  the 
sky.  Other  problems  people 
make  for  themselves.  American 
Agronomics,  a  Tampa-based  orange 
juice  producer,  has  a  fresh-squeezed 
portion  of  each. 

Nobody,  of  course,  can  blame  man- 
agement for  bad  weather — but  the 
January  freeze  hit  American  Agro- 
nomics particularly  hard.  The  com- 
pany's orange  production  will  be  just 
2.6  million  boxes,  about  half  last 
year's  crop.  That's  twice  the  industry- 
wide level  of  frost  damage. 

Agronomics'  man-made  problems 
are  probably  worse.  They  grew  from  a 
mixture  of  excessive  self-confidence 
and  aggressive  expansion.  Until  re- 
cently, American  Agronomics  was  a 
much-heralded  success  story.  Its 
chairman,  Harold  Holder,  was  the  star 
of  a  Harvard  Business  School  case 
study  and  considerable  flattering 
press  coverage.  Since  1977,  the  com- 
pany's  revenues   have   doubled  to 


$40.2  million  in  a  ten-month  1981 
fiscal  year  ended  Sept.  30  and  earnings 
have  quintupled  to  $5.5  million. 

Holder,  50,  a  dapper  Floridian,  took 
control  of  American  Agronomics  in 
1973,  after  the  company's  former 
owners  had  nearly  bankrupted  it  with 
tax-shelter  land  scams.  In  a  skillful 
turnaround,  the  former  Sears  execu- 
tive got  American  Agronomics  into 
the  juice  business  by  buying  a  big 
orange-processing  facility.  But  Holder 
had  visions  of  more  than  a  turn- 
around. Most  of  his  juice  was  sold  to 
consumers  by  supermarkets  under 
private  labels.  American  Agronomics 
also  sold  whole  fruit  to  other  proces- 
sors such  as  Tropicana.  "We  were  sub- 
ject to  the  stark  reality  of  commodity 
pricing  and  I  didn't  want  to  be  there," 
Holder  explains. 

Thanks  to  the  growing  thirst  for 
orange  juice  and  the  loss  of  grove  land 
to  real  estate  development,  demand 
for  Florida  oranges  has  exceeded  sup- 
ply over  the  past  several  years.  Ameri- 
can Agronomics  owns  9,500  acres  of 
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Holder  and  Barnebey  of  American  Agronomics 
A  juicy  contract  sealed  their  deal. 


groves  and  controls  15,000  more,  one 
of  the  largest  blocks  in  the  state.  By 
contrast,  giant  Tropicana  doesn't  own 
a  single  tree,  and  Minute  Maid  con- 
trols only  about  30%  of  its  fruit  needs. 
When  the  Florida  crop  is  low,  these 
marketers  have  to  blend  in  less-sweet 
Brazilian  concentrate.  With  the  best 
supply  in  the  business,  Holder  rea- 
soned, why  shouldn't  he  be  more  than 
a  mere  bulk  producer? 

Starting  in  1979  Agronomics  ac- 
quired processing  facilities  in  Califor- 
nia and  a  Florida  distribution  com- 
pany to  push  several  fruit  juices  under 
the  name  Fresh-Pak.  Holder  snapped 
up  a  Colorado  manufacturer  of 
medical  supplies  for  its  plastics 
technology,  which  is  useful  in  mak- 
ing juice  bottles.  He  didn't  stop 
with  just  orange  juice.  He  bought  a 
maker  of  orange-squeezing  ma- 
chines for  retail  stores  and  National 
Papaya  Corp.,  a  bottler  of  exotic 
juices.  Total  price:  $11.4  million. 

To  make  his  newly  launched 
brands  more  attractive  to  supermar- 
kets, Holder  offered  hefty  promotion- 
al discounts.  "American  Agronomics 
ran  around  last  summer  and  fall  and 
disrupted  the  rest  of  the  industry," 
says  one  competitor.  The  results 
showed  in  the  first  quarter  of  fiscal 
1982  ending  in  December:  a  loss  of 
nearly  $1  million,  compared  with  a 
profit  of  $1.7  million  in  1981. 

While  this  was  happening,  howev- 
er, Holder  was  pursuing  even  grander 
dreams.  He  became  intrigued  with 
the  idea  of  using  the  residue  of  pro- 
cessed oranges  as  fuel.  In  1981,  Agro- 
nomics bought  a  Texaco  dealer  in 
southwest  Florida  for  $1.6  million 
and  two  lumber  companies  for 
$750,000  to  experiment  with  wood 
pellets. 

Holder  called  this  hodgepodge  Syn- 
dyne  Corp.,  and  his  plan  was  to  sell  it 
to  the  public  and  use  the  proceeds  to 
repay  American  Agronomics'  invest- 
ment. Syndyne  lost  $130,000  in  1981, 
which  hasn't  shown  up  in  American 
Agronomics'  earnings  because  Syn- 
dyne has  been  carried  on  the  balance 
sheet  as  an  investment.  But  the  ac- 
countants won't  let  Holder  do  that 
indefinitely. 

Recently  Holder  has  bolstered  prof- 
its by  selling  orange  groves  in  addition 
to  juice.  That  is  tantamount  to  dispos- 
ing of  the  company's  birthright.  In 
1981  land  sales  contributed  a  startling 
75%  of  Agronomics'  earnings  per 
share,  up  from  30%  the  year  before. 
The  loss  for  the  first  quarter  of  1982, 
in  fact,  would  have  been  worse  were  it 
not  for  yet  more  such  transactions. 

Early  last  year  Holder  realized  he 
needed  help.  His  hiring  list  began  and 


ended  with  one  name — Kenneth  Bar- 
nebey,  the  50-year-old  chief  executive 
of  Tropicana. 

It  takes  guts  to  try  to  hire  away  the 
head  of  a  company  more  than  ten 
times  as  big  as  yours,  but  Holder's 
timing  was  perfect.  Beatrice  Foods 
had  acquired  Tropicana  in  1978,  and 
Barnebey  was  unhappy  with  his  new 
Chicago  bosses.   Holder  agreed  in 


writing  to  step  down  as  American 
Agronomics'  chief  executive  within  a 
year  if  Barnebey  would  join  the  com- 
pany. Holder,  who  earned  $347,00C 
last  year,  also  offered  a  very  juicy  con- 
tract: a  $500,000  interest-free  loan  tcL 
be  forgiven  over  five  years,  a  base  sala- 
ry of  $250,000  and  a  bonus  that  begins 
at  $100,000  and  rises  if  earnings  go  up. 
Beyond  that  there  are  stock  options. 
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sportation 


strong  foundation  for  growth. 


)k  to  Santa  Fe  Indus- 
is  for  strength  in  four 
sic  businesses.  We're 
lding  today  to  pre- 
:e  for  tomorrow's 
>wth. 

Our  rail,  truck  and 
i>eline  transportation 
!  works  provide  a 
uad  base  in  transpor- 
on  and  will  play  an 
i  reasingly  important 
le  in  meeting  our 
ion's  needs  for  effi- 
nt  and  economical 
nsportation. 


Our  natural  resources 
activities  include  petro- 
leum and  hard  minerals 
exploration  and  devel- 
opment. We're  actively 
searching  for  oppor- 
tunities in  coal,  uranium 
and  other  minerals. 
We're  also  exploring 
and  developing  new  oil 
and  gas  deposits  with 
onshore  operations  and 
through  participation  in 
joint  ventures  offshore. 

With  655,000  acres  of 
timberland,  our  forest 


products  operations 
are  well-positioned  to 
supply  plywood,  lum- 
ber, particleboard,  and 
other  wood  products  to 
markets  both  here  and 
overseas. 

Our  extensive  real 
estate  holdings  provide 
industrial  sites  and 
commercial  real  estate 
development,  while  our 
construction  subsidiary 
serves  the  expanding 
cities  throughout  the 
Sun  Belt. 


When  you  look  ahead, 
you'll  find  Santa  Fe 
Industries  leading  the 
way  in  growth.  For  more 
information,  please  write 
for  a  copy  of  our  1981 
annual  report. 


Santa  Fe  Industries,  Inc. 
Department  333 
224  South  Michigan  Avenue 
Chicago,  Illinois  60604 


FACT:  McDermott  built  the  world's 
tallest  single  piece  fixed  platform 
and  installed  it  in  the  Gulf  of  Mexico 
in  935  feet  of  water. 


"In  the  next  decade,  3,000  offshore 
platforms  will  be  needed  and  our 
one-piece  giant  makes  even  deepwat* 
drilling  economically  feasible/' 


Robert  E.  Hcwson 
President  and  Chief  Operating  Office 
McDermott  Marine  Construction 


Drty  percent  of  all  known 
rocarbon  reserves  lie  offshore, 
le  next  ten  years,  several  hun- 
j  billion  dollars  will  be  invested 
icovering  these  resources.  And 
)ermott  is  leading  the  way. 
Dday,  we're  designing,  fabricat- 
and  installing  a  deepwater  plat- 
i  about  the  size  of  the  Empire 
;e  Building  in  one  piece.  Such 
>vations  accelerate  delivery  and 
>  make  deepwater  oil  and  gas 
)very  economically  feasible, 
i  offshore  construction  capabil- 
!  in  the  Gulf  of  Mexico,  Central 


and  South  America,  the  North  Sea, 
the  Middle  East,  Africa  and  South 
East  Asia,  we're  building  and  deliv- 
ering platforms  all  over  the  world. 

Offshore  and  onshore,  McDermott, 
its  subsidiaries  and  60,000  employees 
worldwide  are  well  prepared  to  help 
the  world  solve  its  energy  problems— 


with  oil  and  gas  production  facilities; 
fossil  and  nuclear  energy  systems; 
specialty  steel  tubing;  insulating 
products;  and  industrial  automation. 
For  more  information,  write  Vice 
President,  Public  Affairs,  McDermott 
Incorporated,  1010  Common  Street, 
New  Orleans,  LA  70112. 


No  matter  how  the  world 
solves  its  energy  problems, 
McDermott  is  involved. 


i  do 


Oklahoma's  Diamond  Jubilee 
1907  -  1982 
75  Years  of  Statehood 

CELEBRATING 

Unmatched  Industrial  Progress 

THANKS  TO 

Productive  People  &  Plentiful  Energy  •  Superior  Worker  Training  Programs 

Nation's  Lowest  State-Local  Tax  Rate  •  Healthy,  Happy  Surroundings 

write  in  confidence  to: 
Director,  Industrial  Division.  Oklahoma  Department  of 
Economic  Development,  Suite  209,  P.O.  Box  53424, 
State  Capitol  Station,  Oklahoma  City,  OK  73152    (Phone  405-521-2401) 


Barnebey  will  be  worth  all  this 
money  if  he  can  fulfill  Holder's  origi- 
nal dream  of  making  Agronomics  the 
Rolls-Royce  of  orange  juice.  The  $2.4 
billion  market  is  big  and  still  growing 
but  it  is  dominated  by  two  aggressive 
brands,  Tropicana  and  Coca-Cola's 
Minute  Maid.  In  addition,  supermar- 
ket chains,  which  have  had  private- 
label  frozen  juice  for  years,  are  now 
moving  into  the  faster-growing  ready- 
to-serve  segment.  Then  there's  the 
wild  card  of  Procter  &.  Gamble:  In 
November  it  bought  one  of  Florida's 
biggest  orange-processing  plants. 

How  do  you  compete  in  a  market 
like  this?  Easy.  Every  M.B.A.  knows 
you  create  a  premium  market  for 
yourself.  Agronomics  could  advertise 
its  brand  as  a  100%  Florida  product,  a 
claim  the  giants  can't  make  consis- 
tently. Barnebey  is  also  fascinated 
with  the  popularity  of  freshly 
squeezed  juice  sold  at  retail  stores  for 


"If  you  don't  advertise,  it's 
like  winking  at  a  girl  in  a 
dark  room,"  Barnebey  says. 
Agronomics  can't  afford  to 
go  national  immediately. 
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more  than  twice  the  price  of  Tropi- 
cana. That,  he  explains,  shows  that 
there  are  people  who  will  pay  almost 
any  price  for  their  breakfast  pick-me- 
up.  Talking  over  lunch  about  the  suc- 
cess of  Perrier  in  the  bottled-water 
market,  Barnebey  says  with  grand  as- 
surance: "There's  room  to  do  that 
with  any  product  in  the  world." 

Competitors  disagree.  "Minute 
Maid  already  is  the  premium  brand," 
says  Albert  Munkelt,  head  of  market- 
ing at  Coca-Cola's  food  division.  Min- 
ute Maid's  annual  marketing  budget 
nearly  equals  American  Agronomics' 
sales.  Agronomics  can't  afford  to  go 
national  immediately.  "If  you  don't 
advertise,  it's  like  winking  at  a  girl  in 
a  dark  room,"  Barnebey  admits. 

To  give  Barnebey  some  money  to 
play  with,  Holder  is  studying  the  bal- 
ance sheet.  American  Agronomics 
owns  its  land  nearly  free  and  clear,  so 
he  thinks  there  is  ample  opportunity 
to  borrow.  The  company's  cash  flow 
may  be  tight,  however.  With  the  com- 
bined strains  of  the  marketing  pro- 
gram and  bad  weather,  analysts  now 
think  Agronomics  could  lose  $3  mil- 
lion in  1982.  Its  stock,  which  had  sold 
for  8V4  last  summer,  was  recently  25/s. 

But  Holder  doesn't  seem  overly  up- 
set: "In  this  transitional  period,  we're 
not  worshiping  at  the  altar  of  quarter- 
ly earnings."  That's  known  as  whis- 
tling in  the  dark.  ■ 
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1957.  Andrew  F  Brimmer  in  the  Sudan  as  a  member  of  a  mission  to 
help  that  country's  government  create  a  central  bank. 


Andrew  Brimmer, 
hen  did  you  start  reading 

The  Wall  Street  Journal? 


"In  1948,  my  economics  professor  at  the  University  of 
Washington  suggested  we  read  The  Wall  Street  Journal.  I  took  the 
suggestion,"  recalls  Andrew  F.  Brimmer,  president  of  Brimmer  & 
Company,  Inc.,  and  former  member  of  the  Board  of  Governors 
of  the  Federal  Reserve  System. 

"Years  later,  when  I  taught  at  the  Wharton  School,  I  made 
The  Journal  required  reading.  It's  simply  the  best  continuous 
source  of  business  and  financial  information  around. 

"There's  hardly  a  day  or  a  meeting  that  goes 
by  that  I  don't  hear  someone  cite  The  Journal 
about  something.  That  tells  you  business 
people  don't  just  read  The  Journal.  They  use 
it— all  the  time. 

"If  you  want  to  keep  informed  about 
what's  important  in  business — informed 
in  depth— I'd  say  The  Journal  is  prac- 
tically indispensable." 

Learn  from  Andrew  Brimmer.  % 
If  you  want  all  the  important  busi-  j% 
ness  news,  put  The  Wall  Street 
Journal  on  your  required  read- 
ing list.  Every  business  day. 

Today.  Andrew  F Brimmer, 
president  of  Brimmer  &  Company,  Inc 
Economic  and  Financial  Consultants 


>    ?  f  \ 


I 

The  Wall  Street  Journal. 

All  the  business  news  you  need.  When  you  need  it . 

Have  The  Journal  delivered  every  business  day.  One  year,  $89.  Or  26  weeks  for  $47.  Call  toll-free  800-358-9999  except  in  Hawaii  and  Alaska.  (In  California, 
800-862-4999.)  Or  write:  The  Wall  Street  Journal,  200  Burnett  Road,  Chicopee,  Massachusetts  01021.  ©  1982  Dow  Jones  &  Company,  Inc.  All  Rights  Reserved. 


Profiles 


Americans  used  to  go  to  the  movies  regu- 
larly. One  theater  owner,  Kim  Jorgensen, 
knows  how  to  bring  them  back. 


See  it  again, 
Sam 


By  William  Harris 

When  he  was  13  years  old,  Kim  Jor- 
gensen set  up  a  theater  in  the  base- 
ment of  his  parents'  Milwaukee 
home,  rented  16mm  prints  of  films 


like  The  Seventh  Voyage  of  Sinbad  for 
$12.50  (money  pinched  from  his  dad's 
trouser  pocket),  then  charged  neigh- 
borhood kids  25  cents  admission. 

Jorgensen  is  still  showing  movies, 
and  that  basement  has  grown  into 


Landmark  Theater  Corp.,  36  theaters 
in  19  cities  stretching  from  Chicago 
to  Seattle.  Landmark  owns  the  largest 
chain  of  repertory  cinemas  in  the 
U.S.,  theaters  offering  a  different  dou- 
ble feature  daily  for  less  than  first-run 
houses  charge  for  one  film.  More  im- 
portant, Jorgensen's  audiences  are 
growing  while  those  for  400-screen 
chains  like  General  Cinema  and  U.A. 
Theatres  are  declining. 

Back  in  1973,  Jorgensen  contem- 
plated the  faded  Fox  Venice  theater  in 
Los  Angeles  and  hit  upon  the  idea  that 
made  his  fortune.  The  Fox  Venice  was 
a  throwback,  a  gilded  relic,  complete 
with  mermaid  motif,  in  an  age  when 
movie  houses  have  become  sterile 
boxes  in  shopping  centers. 

Could  Jorgensen  bring  people  into 
the  Fox  Venice,  a  moneylosing  neigh- 
borhood theater,  when  first-run  cine- 
mas were  yawning  on  all  but  weekend 
nights — and  sometimes  even  then? 
His  solution:  repertory  cinema.  Show 
the  great  films  of  yesteryear,  the  kind 
people  stay  up  late  to  see  on  TV. 

In  Los  Angeles  half  a  million  people 
earn  their  living  in  the  film  industry, 
yet  no  one  before  Jorgensen  had 
thought  of  repertory  cinema.  The  stu- 
dios that  owned  the  classics — Casa- 
blanca, Citizen  Kane,  Rebecca — were 
willing  to  rent  them  to  him  for  a  flat 
$21  a  day,  not  realizing  there  was  still 
money  to  be  squeezed  out  of  old  mov- 
ies. Jorgensen  rented  60  such  films 
and  founded  Landmark. 

Since  1974,  Landmark's  sales  have 
jumped  from  $500,000  to  $14  million, 
earning  the  privately  owned  company 
an  estimated  $1.5  million  pretax  prof- 
it last  year.  That's  a  better  return  on 
revenue  than  General  Cinema,  the 
largest  exhibitor,  chalks  up. 

Jorgensen  thought  his  overhead 
costs  would  be  comparable  with  other 
chains',  yet  they  have  turned  out  to  be 
higher.  He  pays  for  his  own  promo- 
tion, whereas  first-run  houses  rely  on 
distributors  to  pick  up  the  bulk  of 
their  advertising  costs.  Each  Land- 
mark theater  demands  individual  at- 
tention: Aging  prints  are  inspected, 
marquees  changed  daily,  and  many 
classics  must  be  hand-threaded  by  a 
union  projectionist  earning  up  to  $24 
an  hour. 

Still,  a  typical  Landmark  theater 
will  gross  $8,000  a  week,  vs.  an  indus- 
try average  of  $4,500  for  mainstream 
houses.  After  deducting  film  rentals — 
the  studios  now  charge  Jorgensen 
35%  of  gross,  having  caught  on  to  the 
good  business  he  discovered  in  their 
old  films — advertising,  rents  and  cor- 
porate expense  (mainly  salaries),  that 
theater  will  make  $1,040  in  a  good 
week.  That's  a  neat  13%  on  rev- 
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THIRTY  YEARS  AGO, 
WE  TOOK  A  CALCULATED  RISK. 

Today's  shipments  make  Wang  a  billion  dollar  company.  In  the 
last  four  years  alone,  sales  have  increased  430%. 

As  their  agent  bank,  Bank  of  Boston  has  helped  them  handle  this 
tremendous  growth. 

We  put  together  a  $170  million  combination 
revolving  credit  and  term  loan  to 

insure  Wang  had  enough 
working  capital  to  increase 
their  payroll  almost  60%. 

Additional  financing 
enabled  Wang  to  enlarge 
their  worldwide  manufac- 
turing facilities  to  nearly  two 
million  square  feet. 

Internationally,  we  pro- 
vided Wang  credit  to  expand 
business  to  To  countries.  Then 
helped  them  set  up  an  aggressive 
vendor  leasing  program. 

Now  we  also  manage  their 
cash  flow  worldwide  and  provide 
Wang  with  a  full  range  of  corporate 
services.  Including  payroll, shareholder 
and  investment  services. 

In  1951,  we  believed  in  a  man  who 
said  he  could  revolutionize  the  small 
computer  industry 

That's  what  we  did  for  ^Tj^s 
Dr.  Wang.  Now  what  can  ^^^^y 

,rm  ^f^wo,,')  THE  FIRST  NATIONAL  BANK  OF  BOSTON 

we  do  tor  you  >  BANK  OF  BOSTON 

WE'VE  DONE  IT  WE  CAN  DO  IT  FOR  YOU. 


Photographed  in  Burghausen,  Bl 


"The 

Turbo  Diesel" 


In  Bavaria,  Audi  engineers 
perfected  five-cylinder  turbo  power 
and  diesel  efficiency- 


Ever  since  devouring  fuel 
wt(0  prices  descended  like  the 
f  upon  the  fold,  the  automotive 
gdom  has  been  searching  for  an 
nomy-performance  ecumenism. 
The  solution  would  seem  to  be  the 
X)  diesel  car. 

t  reconciles  the  gospel  of  high 
nomy  with  the  doctrine  of  high 
formance. 

\t  Audi,  we  have  long  felt  that 
re  is  merit  in  this  idea.  Yet,  true  to 
old-world  way  of  doing  things,  we 

fig  forth  a  new  car  only  when  we're 

|sfied  that  it  advances  the  art  of 

jomotive  engineering. 

feuch  a  car  is  the  1983  Audi  5000 

Ibo  Diesel. 

It  is  the  beneficiary  of  years  of 
Infecting  turbo-diesel  technology  by 
I  scientists  in  Germany. 
This  car  offers  economy  without 
I'edom.  And  power  without  guilt. 
Its  engine  conserves  fuel  as  a  diesel 
puld.  For  a  full-size,  3000- pound 
lury  car,  it  has  extraordinary  EPA 
mbers,[28]mpg  EPA  estimated  and 
highway  estimated.* 
pet,  by  building  a  turbocharger 
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into  our  five-cylinder 
engine,  we  have  in- 
creased horsepower  by 
25  percent  on  demand. 

Because  we  engineered  the  5000 
Turbo  Diesel  thoughtfully  and  pa- 
tiently, it  is  more  economical  and 
more  reasonably  priced  than  most 
other  turbo  diesel  cars. 

Because  it's  an  Audi,  the  5000 
Turbo  Diesel  bristles  with  new  ideas. 

The  world's  first  E-Mode  auto- 
matic transmission  is  one. 

It  is  a  smooth,  3-speed  automatic 
with  an  additional  "E"  selection. 
Place  the  selector  into  "E"  where  the 
transmission  automatically  shifts  into 
neutral  when  you  ease  up  on  the  gas. 

At  highway  speeds,  this  allows  the 
engine  to  rest,  reducing  engine  wear 
and  conserving  extra  fuel. 

Under  the  hood  we've  incorpo- 
rated many  engineering  gems  that 
only  an  engineer  could  love. 

For  example:  an  additional  oil  cool- 
ing system  to  spray  oil  onto  the  bottom 
of  each  piston  for  extra  cooling. 

Forty  percent  more  chrome  on  the 
upper  piston  rings  for  greater  longevity. 


Sodium- filled  exhaust  valves 
to  help  withstand  excessive 
heat. 

New  metallurgical  alloys  in 
valve  seals  and  swirl  chambers. 

It's  axiomatic  that  these  and  other 
advancements  are  typical  of  the  5000 
Turbo  Diesel's  careful  engineering. 

Complementing  all  of  this  engi- 
neering is  the  luxury  of  a  classic  Euro- 
pean touring  interior:  upholstered, 
contoured  seats.  Plush  carpets.  Air- 
conditioning.  Digital  clock.  Full  in- 
strumentation, including  tach  and 
turbo  boost  gauges.  And  an  AM/FM 
stereo  radio  with  cassette  player. 
The  Audi  5000  Turbo  Diesel. 
The  turbo  diesel  of  turbo  diesels. 
For  your  nearest  Porsche  Audi 
dealer  or  details  on  the  Audi  Delivery 
In  Europe  Program,  call  toll-free 
(800)  447-4700.  In  Illinois,  (800) 
322-4400. 

*Use  "estimated  mpg"  for  compari- 
sons. Mileage  varies  with  speed,  trip 
length,  weather.  Actual  highway 
mileage  will  probably  be  less. 

©  1982  Porsche  Audi 

PORSCHE  AUDI 


Audi:  the  art  of  engineering* 


Using  only  a  screwdriver, 
do-it-yourselfers  can 
install  Robertshaw's 
Econotrol™  thermostat 
to  program  energy  savings  day  and  night. 

As  rising  fuel  costs  drive  more  homeowners  to  take  action, 
Robertshaw  is  expanding  its  marketing  of  fuel-saving  ther- 
mostats to  more  home  centers  and  other  mass  outlets.  Its 
Econotrol  can  be  scheduled  with  a  twist  of  the  dial  for  two 
setback  periods  every  24  hours.  Automatically  raises  and 
lowers  temperatures  up  to  10°  while  you're  asleep  or  away 
to  save  on  fuel  bills. 

Anyone  handy  with  a  screwdriver  can  install  one  of  these 
Econotrol  models  to  cut  back  on  energy  usage  for  prac- 
tically any  type  of  home  heating  or  heating/cooling  sys- 
tem. Other  energy-saving  devices  are  among  the  10,000 
Robertshaw  products  marketed  around  the  world.  For  de- 
tails, write  to  Robertshaw  Controls  Company,  Dept.  CPMF, 
100  W.  Victoria  St.,  Long  Beach,  CA  90808.  Or  call  800/ 
421-1130.  In  California,  use  800/262-1173.  Exports:  call 
Robertshaw  International  Sales  Company,  804/285-4161. 
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CONTROLS  COMPANY 

The  Energy  Control  Company  ® 
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PPG  IS  CHANGING  THE  WAY  JAPAN  SEES  THE  WORLD 
3Y  SHOWING  THE  WISDOM  OF  LIGHTWEIGHT  EYEWEAR. 


Iiecent  experience  with 
'I ear  in  the  American 
jet  is  any  indication, 
i  ns  of  Japanese  will  be 
jg  things  our  way  in 
[  ghties. 

G  has  just  completed 
fit  in  Chiba,  Japan 
imufactureour 
prkable  lightweight 
naterial-CR-39® 
bmer— to  serve  fast- 
ting  Asian  markets, 
hses  made  from 
p  monomer  are 
half  the  weight  of  glass, 
h  makes  for  the  kind 
)mfort  that's  trans- 
f  ad  the  American 
iet  in  less  than  a  decade, 
it  over  40  per- 
bf  the  prescription 
|s  Americans  wear 
hade  from  lightweight, 
bh-resistant  CR-39 
faner. 

)w  it  won't  be  long 
le  Japan  sees  the 
cry  of  that  new  comfort 
Self. 

^approach  all  our 
less  areas  with  the  same 
lative  energy:  by 
|g  opportunities  where 
fs  may  not,  and 
jig  our  skills  and  resources 
In  those  opportunities 
fchievements. 
fe  call  it  the  PPG  strategy. 
I  in  the  best  parts 
jjr  industries:  chemicals, 
i,  fiber  glass,  and  coatings 
esins. 

I'G  Industries,  Inc., 
Gateway  Center, 
^urgh,  PA  15222. 
!?G:  a  Concern  for 
.yture 


Find  out 
why  Intel, 
Motorola, 
Honeywell, 
Signetics, 
Sperry  and 
Johnson  & 
Johnson 
are 

expanding 
into 

New  Mexico. 

All  of  them. 
All  at  once. 

Call: 

1-800-545-2184 
or  write: 

Director  of  Economic  Development 
Commerce  and  Industry  Department 
Economic  Development  Division 
Bataan  Memorial  Building 
Santa  Fe,  New  Mexico  87503 


PITNEY  BOWES 
TRANSFORMS 
THE  WAY  THE  WORLD 
GETS  OUT  THE  MAIL 


Trust  Pitney  Bowes 
do  it  again.  Now  we 
>ffer  a  totally  integrated, 
otally  electronic  mail- 
processing  system— a 
ystem  with  so  many 
enefits  that  it's  going  to 
let  the  standard  for  effi- 
pency  in  mailrooms  and 
pmmunications  centers 
ill  over  the  world. 

It's  a  state-of-the-art 
evelopment  that  offers 
inproved  productivity  and 
Versatility  and  gives  you  more 
iontrol,  accuracy  and  speed  in  the 
my  you  get  out  the  mail — all  of 
allien  lead  to  significant  economies  of  opera- 
ion.  Elements  of  the  system  include: 

Electronic  postage  meter  and  mailing 
Uachine  with  modular  weighing  and  accounting 
iiterface  capability.  Fast  push-button  keyboard, 
provides  meter-stamped  and  sealed  mail.  Also  pro 
sides  a  moistened  meter  tape  for  parcels  shipped 
|a  U.  S.  P.  S.  Add  the  Pitney  Bowes  electronic 
|arcel  register  for  shipping  parcels  via  private 


shipping  companies  such  as  U.  P.  S. 

Built-in  remote  meter  resetting — buy 

any  amount  of  postage  by  phone.  Saves  time 
and  trips  to  the  post  office.  High  postage 
capacity. 

Electronic  scales  with  decision-making 
capability.  Central  operator  control  saves 
steps,  minimizes  error,  and  provides  total 
communication  between  weighing,  metering, 
accounting,  and  documenting  functions.  Entire 
system  gives  total  electronic  reliability. 

Electronic  postage  accounting  sys- 
tem is  designed  for  anyone  needing  a  better  han- 
dle on  mailing  costs.  Gives  accurate,  trouble-free 
accountability  of  postage  expenditures  by  depart- 
ment or  account,  by  batch,  and  by  day,  week, 
month.  Supplies  a  printed  record. 

The  Electronic  Mail-Processing  System  from 
Pitney  Bowes.  It's  the  most  exciting  advance  in 
mailing  systems  since  we  invented  the  postage 
meter  and  metered  mail  61  years  ago.  In  119  coun- 
tries throughout  the  world,  a  company  that  services 
what  it  makes.  And  a  company  known  for  innovative 
new  products  that  help  business  and  government  do 
a  better  job. 


THE  PITNEY  BOWES  ELECTRONIC  MAIL- PROCESSING  SYSTEM. 


ELECTRONIC  POSTAGE 
ACCOUNTING  SYSTEM 


ELECTRONIC  POSTAGE  METER  AND 
MAILING  MACHINE 


ELECTRONIC  SCALE 


#  Pitney  Bowes 

World  leader  in  mailing  systems 


or  more  information  call  toll  free  anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855)  Or  write  Pitney  Bowes,  1 709  Pacific  Street,  Stamford 
onnecticut  06926  Over  600  sales  and  service  points  throughout  the  U  S  and  Canada  Postage  Meters,  Copiers.  Mailing.  Dictating,  Labeling,  Price  Marking  and 

Word  Processing  Systems,  Business  Forms  and  Office  Supplies 


There's  more  talk  than  results — so  far — in 
the  attempt  by  big  unions  to  move  from  the 
factory  into  organizing  the  office. 


Rank  and  filers 


By  Beth  Brophy 


Will  labor  unions  take  over 
your  office?  Will  the  vice 
president's  secretary  refuse  to 
sharpen  pencils  because  it's  not  "in 
her  contract  ?  Will  the  entire  word- 
processing  department  call  in  sick  in  a 
maneuver  to  push  break-time  to  ten 
minutes  an  hour? 

At  the  risk  of  overheating  manage- 
rial imaginations,  unions  are  organiz- 
ing white  collar  workers.  "I've  been 
organizing  clerical  work- 
ers for  ten  years,  and  the 
climate  is  far  more  recep- 
tive now  than  it  has  ever 
been,"  says  Jackie  Ruff,  an 
organizer  for  the  Service 
Employees  International 
Union,  which  joined 
forces  last  year  with  the  9- 
to-5  movement  to  form 
District  925. 

"Last  year  we  orga- 
nized 6,000  private-sector 
white-collar  workers.  In 
the  first  quarter  of  this 
year  we  organized  7,000," 
reports  Richard  Perry  of 
the  United  Food  &  Com- 
mercial Workers,  which 
has  the  most  AFL-CIO 
white-collar  members. 

Furthermore,  office 
automation  will  help  the 
cause,  says  organizer  Mark  Reader  of 
the  Office  &.  Professional  Employees 
International  Union.  "Computer  peo- 
ple are  finding  their  bargaining  posi- 
tions enormous.  They'll  be  putting 
more  pressure  on  employers." 

A  9-to-5  nightmare?  Don't  panic 
yet.  While  unions  have  had  great  suc- 
cess with  public  workers — teachers, 
clerks,  police  and  firemen — they  have 
little  to  show  in  the  private  sector.  In 
1980 — the  latest  year  for  which  the 


National  Labor  Relations  Board  has 
figures — unions  gained  collective  bar- 
gaining rights  for  only  26,595  white- 
collar  workers.  That  was  their  best 
year  to  date  and  includes  public-  and 
private-sector  workers,  of  whom  28% 
were  hospital  workers.  But  the  unions 
suffered  record  election  defeats,  los- 
ing 43,105  potential  new  members. 

"Off  the  record,  very  little  is  hap- 
pening except  for  some  good  public 
relations,"  admits  a  labor  consultant. 
A  widely  publicized  District  925  vic- 


Dolly  Parton  puts  the  boss  on  no/ice  in  9  to  5 
But  unions  don't  get  far  with  real  9-to-5-ers. 


tory  at  Equitable  Life  in  Syracuse, 
N.Y.  involved  90  workers,  and  no  con- 
tract has  been  negotiated  yet.  The 
United  Food  &  Commercial  Workers 
won  a  contract  at  the  Newton  Trust 
Bank  in  Newton,  N.J. — for  50  employ- 
ees. But  Barbara  Harrelson  of  the 
American  Bankers  Association  says 
that  "only  32  of  the  14,000  commer- 
cial banks  have  unions — and  there 
has  been  no  big  increase  in  the  last 
three  to  five  years." 


The  target  is  tempting.  Clerical 
workers  grew  from  13%  of  the  work 
force  in  1955  to  19%  in  1980  and| 
represent  an  untapped  pool  of  poten- 
tial members  for  the  major  industrial 
unions,  which  may  see  their  blue-col- 
lar ranks  diminishing. 

But  there  is  a  problem  for  such 
unions  in  the  private  sector  where 
white-collar  workers  are  often  em- 
ployed in  small  units.  Organizing 
costs  money — thousands  of  dollars  to  I 
pay  staff  and  other  expenses.  Such 
outlays  must  be  recovered  in  dues  pay- 
ments, which  makes  the  small  bank- 
ing or  office  staffs  less  "profitable"  toj 
organize  than  broad  ranks  of  teachers 
or  sanitation  workers — who  may  have 
the  added  attraction  of  political  power 
to  help  with  bargaining. 

As  AFL-CIO  chief  organizer  Charles 
McDonald  sees  it:  "Machinery  is  be- 
ginning to  get  in  place  for  blue-collar 
workers  to  move  into  areas  where  the 
economic  sector  is  growing.  But  we're 
far  from  an  assault." 

One  hurdle  for  unions:  "Office 
workers  see  the  employers  every  day, 
stand  with  them  at  the  coffee  ma- 
chine. So  they  identify  with  them 
more  than  factory  workers  do,"  says| 
John  Geagan,  an  organizer  for  the  Ser- 
vice Employees  Union.  Employers  of- 
ten can  buy  office  peace  with  job  titles 
rather  than  money. 

On  the  other  hand,  the 
major  industrial  unions 
were  not  in  the  forefront 
in  recognizing  women's 
equality.  Most  of  the  inno- 
vative changes  made  with 
women  workers  in  mind — 
flexible  work  hours,  day- 
care centers — came  from 
nonunion  shops.  And  the 
organization  that  is  today 
the  9-to-5  association 
started  out  not  as  a  union 
but  as  a  movement  for 
equal  rights.  Result:  There 
is  little  tradition  of  collec- 
tive bargaining  for  wages 
in  the  office. 

So  the  efforts  to  orga- 
nize office  staffs  are  still 
at  a  fledgling  stage.  But 
'  that    should   not  make 

clerical  employers  complacent.  The 
success  of  the  1980  movie  9  to  5.  in 
which  Lily  Tomlin  makes  an  impas- 
sioned demand  not  only  for  equal  pay 
for  equal  work  but  for  "respect," 
should  send  them  a  message.  "I  saw 
the  movie  with  an  audience  of  wom- 
en office  workers  in  Cherry  Hill, 
N.J.,"  reports  organizer  Reader. 
"They  were  cheering  in  their  seats, 
yelling  out  the  names  of  their 
bosses."  ■ 
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It  took  a  Gulf  stream  III  less  than  48  hours 
to  set  a  newaround-the-world  record. 

It  will  take  another  Gulf  stream  III  to  break  it. 


23,314  statute  miles 

in  47  hours,  39  minutes. 

On  Sunday,  January  10, 1982,  a  Gulfstream  III 

executive  jet  completed  an  around-the- world 

flight  in  47  hours,  38  minutes,  41  seconds. 

The  total  elapsed  time  established  a  new 
World  Class  record  for  such  a  trip  by  any  busi- 
ness aircraft,  eclipsing  the  previous  mark  by 
nearly  nine  hours.  The  actual  flying  time  was 
43  hours,  42  minutes. 

A  standard  Gulfstream  III, 
a  routine  trip. 

There  was  nothing  unusual  about  this 
Gulfstream  III  or  the  preparations  made  for 
the  flight. 

The  aircraft  was  a  standard  production 
model,  Serial  Number  301,  produced  by 
Gulfstream  American  in  Savannah,  Georgia.  It 
was  fully  outfitted  for  normal  executive  use  by 
its  owner.  New  York-based  National  Distillers 
and  Chemical  Corporation.  In  service  with 
National  Distillers  only  since  April  1981 ,  the 
Gulfstream  III  had  less  than  255  hours  in  its  log 
when  it  began  its  mission  on  the  morning  of 
January  8. 

Starting  from  Teterboro,  New  Jersey,  with 
six  passengers  and  a  crew  of  four,  the 
Gulfstream  III  covered  23,314  statute  miles 
(20,246  nautical  miles)  and  made  only  6  stops 
enroute.  Each  of  the  legs  was  flown  over  regular 
airlanes  according  to  a  pre-established  flight 
plan. 

Significantly,  no  mechanical  difficulties  were 
encountered  during  any  part  of  the  flight. 

The  chief  pilot,  in  fact,  saw  no  reason  why 
the  Gulfstream  III  could  not  have  begun  a  repeat 
of  its  entire  globe-circling  effort  immediately 
upon  its  return  to  Teterboro. 

By  any  standard,  the  world  flight  of  this 
Gulfstream  III  was  a  convincing  demonstration 


of  the  superiority  of  this  remarkable  airplane 
in  terms  of  performance,  engine  reliability, 
systems  dependability  —  and  endurance. 

No  alternatives 
to  superiority. 

As  we  see  the  flight,  it  illustrates  why  the 
worlds  major  corporations  and  governments  al- 
ready have  ordered  more  than  100  Gulfstream  III 
executive  jets  for  transporting  their  key 
executives  and  staff. 

They  are  convinced  that  the  only  alternative 
to  all  the  Gulfstream  III  offers  is  something  less. 
And  where  providing  the  means  of  efficient, 
productive  world-wide  air  travel  for  business 
and  government  leaders  is  concerned,  aircraft 
with  lesser  capabilities  are  not  desirable 
alternatives. 

The  fact  that  these  and  other  organizations 
are  continuing  to  make  the  substantial  commit- 
ment to  the  Gulfstream  III  today  also  suggests 
they  are  convinced  of  its  superiority  as  a  sound 
investment  in  the  years  ahead. 

A  demonstration 
can  prove  our  point. 

Charles  G.  Vogeley,  Senior  Vice  President  of 
Gulfstream  Marketing,  can  tell  you  more  about 
the  Gulfstream  III. 

He  can  even  work  out  the  details  of  a  full- 
scale  demonstration  of  the  Gulfstream  III  for 
you  on  a  business  trip  you  have  to  take  some- 
where in  the  world  —  or  even  around  it. 

Call  him  at  (912)  964-3274.  Or  write  to  him  at 
Gulfstream  American  Corporation,  Dept  700, 
P.O.  Box  2206,  Savannah,  Georgia  31402, 
U.S.A. 

We're  convinced  we  can  show  you  why,  as 
other  business  jets  attempt  to  approach 
the  Gulfstream  III,  they  find  they  have 
a  long  way  to  go. 


The  Gulfstream  III.  The  Ultimate. 


Gulfstream  /Imerican 


c  1982  Gulfstream  American  Corporation  Member  GAMA 


Unsettling  Risk 


Today,  the  largest  risks  for  multina^ 
tionals  may  come  from  governmental  acts 
that  rarely  reach  the  headlines  and  in 
countries  no  one  regards  as  radical. 

INA  explores  a  range  of  foreign  risks 
from  expropriation  to  exchange  rules  and 
recommends  the  best  forms  of  protection. 


It  was  once  common  knowl- 
edge that  the  riskiest  overseas 
investments  were  in  the  least 
developed  lands. 

Not  any  more.  Risk  man- 
agers are  learning  that  the  most 
developed  nations— including 
some  of  this  country's  leading 
trade  partners-  can  also  be  haz- 
ardous places  to  do  business. 

Sudden  changes  in  cur- 
rency exchange  rules,  so-called 
"non-tariff"  trade  restrictions, 
licensing  laws,  political  embar- 
gos,  even  bilateral  tax  agree- 
ments can  be  almost  as 


damaging  as  coups,  revolts  and 
outright  seizures. 

And  since  the  stakes  in- 
volved in  doing  business  in  de- 
veloped nations  can  be  higher, 
the  ultimate  losses  may  be 
much  greater. 

The  Lowlands  rise, 
the  British  muddle  and  the 
French  take  over 

The  Belgian  and  Dutch 
economies  have  had  recent  ma- 
jor foreign  exchange  emergen- 
cies combined  in  Belgium,  with 
growing  labor  troubles. 


The  British  first  eased  their 
traditionally  stringent  ex- 
change rules,  and  are  now  con- 
sidering making  them  more 
restrictive  once  again. 

The  most  significant  na- 
tionalizations of  recent  times 
took  place  in  France— a  country 
for  which  few  firms  carry  expro- 
priation insurance. 

Of  equal  concern,  these 
emerging  risks  strike  hardest  at 
some  of  America's  fastest  grow- 
ing forms  of  foreign  trade.  U.S. 
service  industries,  including 
banking,  insurance,  telecom- 
munications and  construction, 
earned  a  $36  billion  trade  sur- 
plus in  1980,  as  against  a  $25 
billion  deficit  for  merchandise- 
and  much  of  this  growth  re- 
mains in  developed  countries. 

Economic  tremors  close  to 
home  are  creating  new  chal- 
lenges for  both  underwriters 
and  risk  managers. 


n  Stable  Nations 


One  form  of  coverage  many 
companies  are  investigating  is 
currency  inconvertibility. 

Balance  of  payments  prob- 
lems, currency  fluctuations  and 
loss  of  capital  have  forced  a 
number  of  governments  to  un- 
expectedly change  their  curren- 
cy exchange  rules.  Currency 
inconvertibility  insurance  can 
protect  a  firm  that  finds  its  in- 
vestments stranded  in  a  foreign 
country  or  discovers  that  vital 
profits,  locked  in  another  cur- 
rency, cannot  be  repatriated. 

Complicated  coverage  for 
complex  new  risks 

International  competition 
has  grown  so  fierce  that  foreign 
governments  have  begun  to  use 
local  regulations  as  trade  barri- 
ers. These  restrictions— which 
are  sometimes  called  "non- 
tariff"  barriers— range  from  sud- 
den changes  in  licensing  laws  to 
technical  standards  that  are  re- 


drawn to  bar  competing  foreign 
merchandise  or  services. 

If  these  governmental  rul- 
ings change  the  conditions  of  a 
contract,  then  contract  repudia- 
tion insurance  can  protect  a 
company  that  has  already  made 
substantial  investments  in  per- 
sonnel or  machinery. 

Plotting  a  course  in 
uncharted  waters 

Foreign  trade  between  ad- 
vanced economies  is  increas- 
ingly a  matter  of  intangibles. 
Data,  experience,  and  service 
are  becoming  as  important  as 
goods  and  products.  And  here, 
regulations  governing  data 
transfers,  tax  laws,  admittance 
of  foreign  bankers  and  insur- 
ance companies  for  instance  can 
have  tremendous  effect.  There 
are  few  insurance  vehicles  that 
cover  this  kind  of  transaction— 
but  they  will  likely  be  a  grow- 
ing area  in  the  future. 


akingones  way  in  the  world 

The  challenges  of  new  risks  in  ad- 
iced  economies  should  not  obscu 
il  role  insurers  play  in  less  develo 
ds.  Private  underwriters— as  wel 
alic  agencies— make  it  possible  fo 
ses  to  make  investments  in  third 
ions.  A  variety  of  coverages  are 
olved.  Political  risk  insurance 
C*f  course,  important.  But  so 
[various  forms  of  property 
1  casualty,  product  liability 
1  benefits  for  local  workers 
veil  as  third  country  nationals 
jntries  that  admit  large 
srnational  insurers 
•n  find  this  makes  invest- 
|nt  more  attractive  to  estab- 
led  multinational  firms. 


INA  has  long  been  a  leader 
in  international  insurance  of  all 
kinds.  With  more  than  90  over- 
seas offices,  and  literally  thou- 
sands of  experts  in  the  entire 
spectrum  of  global  exposures, 
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The  unbalance  of  trade.  Over  the 

last  30  years  U.S.  exports  to  developed  coun- 
tries, in  this  case  Canada,  Japan  and  Western 
Europe  (broken  line),  have  continued  to  out- 
weigh exports  to  all  other  countries  (solid 
line)  Source:  Dept.  of  Commerce,  Bureau  of 
the  Census,  Foreign  Trade  Division. 

INA 

can  help  solve  problems 

in 

both  underdeveloped  and  ad- 
vanced foreign  countries. 

The  Professionals 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall  in 
Philadelphia.  Today  it  is  a 
major  component  of  CIGNA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies. 

Sophisticated  overseas  pro- 
tection—designed to  meet  the 
needs  of  almost  any  kind  of  for- 
eign operation-is  typical  of  the 
responsive  coverage  for  which 
the  company  is  known. 

For  an  informative  booklet 
on  overseas  risks  write  INA, 
Dept.  R,  1606  Arch  Street, 
Philadelphia,  PA  19101. 


CIGNA 


INA 

a  company  of 
CIGNA  Corporation 


For  instance, 

banks  need  it  all  over  town. 

People  are  demanding  more  and  better  service  from  their 
banks.  And  they  are  getting  it,  around  the  clock  all  over 
town.  They  can  deposit,  withdraw  or  borrow  money,  or 
transfer  it  between  accounts  where  (hey  work,  shop  or  go 
to  school.  Soon  the  service  will  follow  them  wherever  they 
travel  across  the  country,  and  around  the  world.  Through 
NCR  Self-service  Bank  Terminals. 

The  terminals  deliver  the  service,  Behind  it,  NCR  provides 
switching  systems  that  direct  large  volumes  of  transactions  to 
the  right  banks  and  back  to  the  right  terminals.  And  beyond  that, 
other  NCR  systems  keep  the  banks  running  by  processing  trans- 
actions and  sending  current  information  wherever  it  is  needed. 

As  these  systems  expand  and  grow  into  a  national  Electronic 
Funds  Transfer  System,  people  will  be  harnessing  NCR's 
transaction  processing  power  everyday,  wherever  they  please. 

You,  too,  can  use  the  same  NCR  power  to  solve  problems  in  your 
business.  NCR  offers  the  same  hardware  and  specialized  software 
for  many  industries  and  the  broadest 
selection  of  terminals  that  capture 
information  as  transactions  occur. 
And  it's  all  backed  by  1 6,000  highly 
trained  field  engineers  to  insure 
trouble-free  operation. 


C  R 


98  Years  Experience 
in  Business  Systems 


NCR  puts 
computer  power 
where  you  need  it 


/ 


Your  business  will  benefit 
with  NCR  Computer  Powei 
in  your  hands,  too. 
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Edited  by  Barbara  Ettorre 

A&P  bites  the  bullet 

The  Great  Atlantic  &  Pacific  Tea  Co. 
has  lost  $130  million  over  the  last 
four  years  and  has  been  in  the  red  for 
the  last  eight  quarters.  But  fames 
Wood,  the  British-bom  food  executive 
who  has  been  running  A&P  since 
1980,  has  predicted  a  profitable  year 
in  1982.  So  many  times,  he's  begin- 
ning to  regret  it.  "I'm  stuck  with  it," 
says  Wood  ruefully  of  his  prediction. 
"I  wish  I  hadn't  said  it.  But  1  did." 

But  Wood,  51,  has  at  least  proven 
he's  serious  about  it.  Last  month  he 
closed  down  A&P's  enormous  food 
processing  plant  in  Horseheads,  N.Y. 
The  plant  was  built  at  a  time  when 
A&P  had  nearly  4,000  stores  and  $5.2 
billion  in  volume,  Wood  points  out. 
A&P  now  has  only  1, 1 00  stores  and — 
after  19  years  of  inflation  and  im- 
proved efficiencies — expects  a  vol- 
ume of  $5.5  billion  this  year. 

Wood  says  A&P  is  prepared  to  "go 
to  a  knockdown  price"  to  find  a  buyer 
for  the  plant — one  of  the  most  modern 
in  the  country — which  produced  such 
items  as  canned  goods,  candy  and  pas- 
ta products.  Negotiations  with  the 
American  Safety  Razor  Co.  fell 
through  earlier  this  year.  He  esti- 
mates the  plant  cost  $30  million  to 
build  and  was  draining  A&P  of  about 


$2.5  million  a  year  (pretax)  in  carrying 
charges. 

As  a  noncontinuing  operation,  the 
plant  will  cost  about  $300,000  a 
year  for  maintenance  and  security 
crews.  "Unfortunately,  this  is  a 
pink-slip  situation  for  the  900  to 
1,000  workers  who  had  been  work- 
ing there,"  Wood  says.  "At  the  fin- 
ish, there  were  fewer  than  400." 

Horseheads'  closing  culminates  a 
drastic  restructuring  by  Wood  since 
he  came  to  A&P  from  the  U.K.'s 
Grand  Union  Co.  A&P  has  reached  a 
preliminary  settlement  to  terminate  a 
pension  plan  overfunded  by  some 
$250  million,  $200  million  of  which 
eventually  will  filter  into  Wood's  cor- 
porate revitalization  program.  A&P 
has  closed  around  400  stores  since 
October,  and  has  gotten  out  of  such 
key  areas  as  Chicago,  Kansas  City  and 
Louisville.  Wood  is  also  working  to 
get  union  concessions. 

Is  there  a  chance  for  a  profitable 
1982?  "The  pension  fund  should 
make  a  difference,"  says  Wood.  "The 
next  few  months  will  tell." — B.E. 


Bringing  in  competition 

"It's  easy  to  sell  real  estate,"  says  fay 
D.  Aldndge.  "What  you  really  have  to 
sell  is  market.  If  a  company  can't  sell 
what  it  makes,  there  is  no  sense  in  its 
being  here." 

Aldridge  is  executive  director  of 
Pittsburgh's  Penn's  Southwest  Asso- 
ciation, a  nonprofit  group  that  since 
1973  has  helped  bring  175  companies 
and  16,000  jobs  to  a  region  not 
thought  of  as  a  growth  area.  In  1981 
Aldridge  figures  his  association 
brought  in  1,000  jobs,  adding  at  least 


Jay  Aldridge  of  Perm s  Southwest 
What  you  have  to  sell  is  market. 


$22  million  to  the  local  payroll. 

While  many  of  the  companies  are 
engaged  in  metalworking,  few  are  in 
heavy  industry.  Moreover,  94  of  them 
are  foreign.  For  example,  Flexion,  a 
Dutch  company  that  makes  energy- 
conserving  doors,  is  a  new  arrival.  Be- 
cause of  the  easy  access  to  Carnegie- 
Mellon  University,  California  based 
Western  Digital  Corp.  started  its  tech- 
nology center  in  Pittsburgh  in  1981. 

Foreign  firms  are  so  attractive  that 
Penn's  Southwest  has  offices  in  West 
Germany  and  Tokyo.  It  sounds  costly, 
but  Penn's  Southwest  has  only  13  em- 
ployees and  a  198 1  budget  of  $544,000 
from  the  Pittsburgh  business  commu- 
nity and  local  governments. 

Why  would  any  company  pay  the 
tab  to  bring  in  competition?  Simple, 
says  Aldridge,  51:  "These  companies 
will  come  to  the  U.S.  anyway,  so  why 
shouldn't  they  come  to  our  area?  Be 
sides,  wouldn't  you  like  to  have  your 
competition  close  enough  to  keep  an 
eye  on  it?" — Stanley  Angrist 


The  Rothschilds'  man  in 
the  U.S. 

It  might  have  come  as  a  surprise  when 
Rothschild  Inc.,  the  U.S.  investment 
arm  of  the  legendary  Rothschild  fam- 
ily, announced  last  month  that  start- 
ing fune  1,  their  new  chief  executive 
would  be  an  American.  But  Robert 
Pirie,  a  47-year-old  partner  in  the 
high-powered  law  firm  of  Skadden, 
Arps,  Slate,  Meagher  &  Flom,  has  an 
American  pedigree  that  could  impress 
almost  anyone,  even  a  Rothschild:  So- 
cial Register  (member  of  the  Pirie  re- 


A&r  CEO  James  Wood 

Putting  his  prediction  on  the  bottom  line. 
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tailing  family  that  founded  Carson 
Pirie  Scott  &  Co.  in  Chicago),  Harvard 
educated,  mcmhership  in  the  Century 
Association  and  the  Council  of  Fel- 
lows of  the  Morgan  Library. 

What's  his  business  pedigree, 
though?  Pirie  comes  out  of  the  hard- 
driving  legal  world  of  corporate  take- 
overs and  international  law,  a  good 
background  for  the  international 
mergers  that  Rothschild  expects  to 
get  into  in  the  near  future.  Pirie  head- 
ed Skadden,  Arps'  Boston  office  for 
nine  years  and  helped  steer  Wool- 
worth  from  the  clutches  of  Brascan  in 
1979.  He  also  represented  Imperial 
Group  in  its  $630  million  friendly 
takeover  of  Howard  Johnson  in  1979. 

Pirie  is  proudest  of  the  winning  bat- 
tle he  waged  against  Victor  Posner 
over  UV  Industries  in  1979.  "We  got  a 
call  at  four  in  the  afternoon  that 
Posner  had  bought  a  controlling 
block,"  he  says.  "By  eight  the  next 
morning,  we  had  a  69-page  complaint 
ready  and  had  gotten  a  temporary  re- 
straining order."  He  also  maneuvered 
a  sweet  deal  for  Life  Investors  when  it 
was  bought  last  fall.  "In  six  weeks,  we 
fought  15  lawsuits  in  15  different 
courts,"  he  says. 

Pirie  was  Skadden,  Arps'  man  advis- 


Robert  Pirie  _ 

The  second  time,  he  said  yes. 


ing  the  Rothschilds  over  the  last  year 
during  the  family's  takeover  and  re- 
structuring of  New  Court  Securities 
Corp.  into  Rothschild  Inc.,  and  was  the 
Rothschilds'  first  choice  to  head  the 
new  operation.  He  turned  down  the  job 
once,  but  when  it  was  offered  a  second 
time,  changed  his  mind:  "I  talked  to 
other  people  they  were  considering— 
and  in  the  process  of  selling  it  toothers, 
I  sold  it  to  myself,"  he  says. 

Pirie  won't  disclose  what  tangible 
rewards  he  will  receive  in  his  new 
post,  although  he  does  concede  he 
will  get  a  form  of  equity  in  Rothschild 
Inc.  He  doesn't  think  that  the  family's 
new  emphasis  on  America  is  exclu- 
sively related  to  the  political  situa- 
tion in  France.  "This  has  been  a  ne- 
glected part  of  the  world,"  he  says, 
noting  that  the  Rothschild  family 
made  the  "great  mistake"  of  not  open- 
ing a  branch  in  this  country  back  in 
1849.— Anne  Field 


Carpet  tactics 

Much  of  the  carpet  industry  is  flat  on 
its  back.  Carpet  and  rug  sales  at  indus- 
try giant  West  Pomt-Pepperell  were 
off  30%  in  this  year's  first  quarter,  for 
example.  But  Philip  Wexler,  39,  presi- 
dent of  Los  Angeles-based  Bentley 
Carpet  Mills,  and  his  partner,  Jack 
Mishkin,  35,  are  swimming  smartly 
against  the  tide.  Their  tiny  company, 
started  only  in  December  1979,  has 
grown  to  $22  million  in  sales  in  1981, 
and  they  expect  this  year's  sales  to 
jump  59%,  to  $33  million.  Bentley 
has  been  in  the  black  since  the  end  of 
its  first  fiscal  year. 

Why?  Bentley's  strategy  is  to  stay 
away  from  consumers  and  concen- 
trate on  the  middle-  to  upper-priced 
commercial  market — offices  and  ho- 
tels, department  stores  and  restau- 
rants. That's  where  the  only  business 
is  now,  says  Wexler,  so  "we  try  to 
create  business,  not  chase  it." 

Before  starting  Bentley,  Wexler  was 
national  contract  sales  manager  at 
Hollytex  Carpet  Mills,  working  with 
commercial  clients,  and  Mishkin  was 
one  of  his  regional  managers.  "We  left 
Hollytex  to  get  out  of  a  large  corporate 
system  and  to  pursue  our  own  fu- 
ture," says  Wexler,  who  put  up  his 
own  money  along  with  Mishkin 
(whose  father,  Ralph  Mishkin,  62, 
founded  Hollytex  and  sold  it  to  U.S. 
Gypsum  in  1973).  They  financed  two 
tufting  machines  at  $300,000  to  pro- 
duce Antron  III  nylon. 

Wexler  and  Mishkin  started  with 
four  employees  including  one  manu- 
facturing expert  in  a  50,000-square- 
foot  warehouse.  After  24  months  they 
outgrew  the  space.  Today  they  have 


Bentley  Carpet's  Wexler  and  Mishkin 
Against  the  tide. 


140  employees  in  a  150,000-square- 
foot  building  and  are  expanding  intc 
related  carpet  products  such  as  wal: 
coverings. 

What  does  the  future  hold  in  stora 
for  Bentley?  Says  Wexler,  "I'vd 
stopped  making  predictions.  We 
planned  on  staying  in  our  first  build- 
ing for  ten  years." — Ellen  Paris 


The  founder's  son 

After  spending  $17,000  of  his  owrj 
money  on  legal  fees  to  stop  the  Trib-i 
une  Co.  of  Chicago  from  selling  the 
New  York  Daily  News,  James  Patter- 
son, son  of  the  News'  legendary 
founder,  Captain  Joe  Patterson,  has 
changed  his  mind — sort  of.  Now  Pat^ 
terson  wants  the  newspaper  sold,  but 
not  to  the  leading  contender,  Joe  All- 
britton.  Patterson  favors  Rupert  Mur- 
doch, owner  of  the  News'  archrival,  the 
New  York  Post. 

Why  Murdoch?  As  Patterson  sees 
it,  Murdoch,  despite  his  reputation  for 
yellow  journalism,  is  a  top-flight  op- 
erator who  has  managed  to  keep  everi 
the"  perennially  loss-ridden  Times  of 
London  running  despite  union  diffi- 
culties. And,  of  course,  like  Patterson 
himself,  Murdoch  comes  from  a 
newspaper  family  (his  father,  Sir 
Keith  Murdoch,  started  the  Murdoch 
empire  in  Australia). 

Obviously,  Patterson  would  like 
nothing  better  than  to  see  his  influ- 
ence lead  to  a  successful  sale;  he  is 
still  smarting  from  his  removal  as  asH 
sistant  managing  editor  and  vice 
president  at  the  News  in  1975  by  then- 
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Why  isTWA 
number  one  to  Europe? 

Have  a  seat  and  find  out. 


The  extra  inches  on  our  747 
business  class  seat  add  extra 
comfort  on  a  long  flight.That's 
one  of  the  reasons  we're 
number  one  to  Europe. 


>ur  Ambassador  Classsm  seat  is  the 
lost  comfortable  business  class  seat 
>  be  had. 

There  are  only  six  of  them  across 
le  Ambassador  Class  cabin  on  all  our 
47's.  With  more  recline,  and  more 
groom,  than  ever  before. 


ewer  seats  and  wider  aisles  add  up  to 
tore  spaciousness  than  any  other 
usiness  class  cabin. 

But  our  seat  is  just  one  of  a  host  of 
masons  we're  the  number  one  host 
cross  the  Atlantic. 

Take  our  Royal  Ambassador8"1 
service.  A  First  Class  that  sets  the 
:andard.  With  free  cocktails,  assorted 
intage  wines  and  brandies,  and  a 
ange  of  entrees  presented  with  a  style 


of  service  that's  warm  and  personal. 

And  after  your  sumptuous  meal, 
you  can  lie  back  in  our  747  Sleeper- 
Seat.sm  It  stretches  out  when  you  do— 
the  length  of  three  full  windows.  Put 
your  feet  up  for  a  good  flight's  sleep. 

Consider  our  aircraft.  Only  747's 
and  L-1011's,  the  widebodies  people 
prefer.  We  fly  them  nonstop  to  more 
cities  in  Europe  than  anyone. 

We  offer  conveniences  on  the 
ground  too— like  Airport  Express?1 


which  can  give  you  all  your  boarding 
passes  in  the  U.S.  So  you'll  get 
through  the  airport  faster  in  London, 
Paris,  and  other  European  cities. 

The  only  planes  we  fly  to  Europe  are  the 
.  widebodies  people  prefer  most — 
theL-1011and747. 


For  First  Class  travel,  our  747 
Sleeper-Seat  reclines  more 
than  ever — a  full 
i         60  degrees. 


Combine  all  these  reasons  with  a 
thirty-year  tradition  of  service  in  inter- 
national flight,  and  you've  got  TWA  to 
Europe. 

We're  the  number  one  choice  to 
Europe  for  the  seventh  year  in 
a  row.  We  just  wanted  you 
to  know  why. 

You're  going  to  like  us 


Does  the  place  where  you  work 
work  something  like  this? 


But  lost  messages,  missed  phone  calls,  files  that  can't  be  found 
d  constant  interruptions  make  it  hard  for  anyone  to  get  work  done. 

It's  no  one's  fault,  yet  everyone  loses. 

IBM  office  systems  can  help  change  all  that. 

We  have  a  wide  range  of  computers,  word  processors,  electronic 
Dewriters,  printers  and  copiers  that  help  information  flow  more 
loothly. 

You  can  create,  file,  retrieve  and  revise  documents  electronically, 
d  send  them  to  a  colleague  next  door  or  a  client  a  continent  away  in 
3onds.  It  can  all  be  done  on  IBM  systems  that  are  easy  to  learn  and 
sy  to  use. 

All  of  which  can  help  make  your  office  life  a  very  winning 
perience. 

With  more  than  40  years  of  experience,  no  one  is  more  committed 
the  office  than  we  are— where  it  is  now  and  where  it  will  be. 
Where  will  you  be?  ===^=  £=® 


James  Patterson 

He'd  prefer  Murdoch. 


publisher  W.H.  (Tex)  fames.  A  few 
months  later,  Patterson  was  removed 
as  a  Tribune  Co.  director  by  its  presi- 
dent, Stanton  Cook.  Patterson  now 
spends  most  of  his  time  piloting 
gliders  off  the  coast  of  Florida. 

Patterson,  59,  concedes  that  his  let- 
ters to  the  Tribune  Co.'s  355  share- 
holders in  January  and  March — in 
which  he  reminded  them  that  any 
sale  of  the  Neivs  requires  a  two-thirds 
majority  of  the  approximately  8,000 
shares  outstanding — won't  prevent  a 
sale.  He  says  that  of  the  355  share- 
holders in  the  privately  held  com- 
pany, only  50  (or  700  shares)  respond- 
ed in  his  favor,  a  dismal  10%. 

Patterson  himself  is  the  third-larg- 
est individual  stockholder,  owning 
126  shares.  (The  largest  block — some 
366  shares — is  owned  by  Ruth 
McCormick  Tankersley,  a  cousin.) 
Each  share  is  worth  about  $90,000 
these  days. 

Patterson  admits  the  situation  is 
grim — the  Neivs  lost  $12  million  last 
year.  "But  I  don't  think  one  year  of  red 
ink  justifies  selling  off  the  News  after 
the  Tribune  Co.  wasted  $20.5  million 
on  the  Chicago  Cubs  (a  favorite  Pat- 
terson accusation].  I'm  going  to  keep 
things  stirred  up." — Bess  Gallanis 


Up  with  people 

Before  deregulation,  says  Donald  C. 
Burr,  chairman  of  People  Express  Air- 
lines, "the  airline  industry  was  run  by 
lawyers.  Those  who  worked  for  the 
airlines  petitioned  those  who  worked 
for  the  CAB.  Meanwhile,  airline  man- 


agement forgot  how  to  compete." 

Burr  doesn't  intend  to  let  People 
forget  how  to  compete.  The  two-year- 
old  airline's  headquarters,  at  Newark 
Airport's  old  North  Terminal,  is  fur- 
nished in  the  style  favored  by  more 
prosperous  county  jails.  People's  pas- 
sengers carry  their  own  luggage  (un- 
less they  want  to  pay  $3  a  bag)  and  pay 
50  cents  for  in-flight  coffee. 

The  results  are  some  of  the  lowest 
fares  in  the  industry:  $40  at  peak 
hours  and  $23  off-peak  between  New- 
ark and  Pittsburgh,  for  example,  com- 
pared with  the  previous  industry  stan- 
dard of  $123.  Newark  to  Jacksonville, 
Fla.— 820  air  miles— costs  $59. 

Burr  was  president  of  National  Avi- 
ation Corp.,  a  closed-end  investment 
firm  specializing  in  airline  and  aero- 
space stocks,  from  1971  to  1973,  be- 
fore going  to  Texas  International  Air- 
lines. In  January  1980  he,  along  with 
Gerald  Gitner  and  Melrose  Dawsey, 
left  to  start  People  on  $5  million  put 
up  by  venture  capitalists  and  the 
founders.  They  raised  $23  million  in  a 
public  stock  offering  in  November 
1980  and  by  the  end  of  1981  had  bor- 
rowed $58  million  from  the  Bank  of 
America  and  four  New  Jersey  banks. 
In  February,  Gitner  left  to  become 
senior  vice  president  of  Pan  Am.  Peo- 
ple bought  14  ten-year-old  737-100 
jets  from  Lufthansa  for  about  $4.5 
million  apiece — new,  they  would 
have  cost  $13  million  each — and 
ripped  out  galleys  and  first-class  seat- 
ing to  increase  capacity  by  30%. 
Flights  began  Apr.  30,  1981. 

People  lost  about  $9.2  million 
(counting  $5  million  in  startup  costs) 
on  revenues  of  $38.4  million  for  the 


Faces 

Behind  the  Figures 


nine  months  ended  Dec.  31,  1981 
The  airline  made  money  in  Decembe 
and  was  expected  to  turn  profitable 
again  in  March. 

Over  the  long  haul,  what  will  stop 
People  from  rate-cutting  itself  tq 
death?  Says  Burr:  "We  believe  oui 
competitors  are  beginning  to  recogi 
nize  what  happens  when  we  move 
into  a  market.  We  don't  take  market 
share  from  them,  we  make  the  mar 
ket  bigger  for  everybody.  Don't  wor 
ry,  we'll  be  here  ten  years  from 
now." — Stanley  W.  Angrist 


The  unwired  city 

In  about  five  months  one  of  the  big- 
gest untapped  cable  TV  markets  left 
in  the  U.S.,  the  city  of  Chicago,  will 
begin  handing  out  cable  franchises! 
They  will  be  plums — some  $100  mil- 
lion in  annual  revenues  to  the  win] 
ners  (although  wiring  the  city  will 
cost  them  about  $500  million  initiab 
ly).  The  man  who  gets  to  slice  up  the 
pie  is  Alderman  Edward  Vrdolyak, 
one  of  Mayor  Jane  Byrne's  top  Demoi 
cratic  allies.  For  the  last  two  years  he 
has  been  the  head  of  Chicago's  cable 
subcommittee. 

The  city's  last  foray  into  cable  in 
the  early  Seventies  was  under  the  late 
Mayor  Richard  J.  Daley,  who  had  res- 


People  Express  CEO  Donald  Burr 

"We  don't  take  market  share,  we  make  the  market  bigger." 
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he  case  for  Stewart  &  Stewnson 
has  never  been  stronger. 


2're  the  leading  supplier  of  Diesel  power  at  a  time  when 
demand  is  increasing  dramatically 


,  the  world  turns  more  and 
I  to  fuel-efficient  Diesel  power, 
art  &  Stevenson  looks  better 
Ketter. 

e're  the  world's  largest  dis- 
tor  of  Diesel  engines — and 
bading  supplier  of  custom 
i\  power  packages  to  markets 


where  demand  is  heaviest:  pet- 
roleum, marine  and  military. 

And  as  more  Diesels  are  put 
into  use  in  the  markets,  Stewart  & 
Stevenson  will  help  keep  them 
running  right  with  our  worldwide 
parts  and  service  capabilities. 


If  you'd  like  more  information 
about  all  the  things  we're  doing  to 
capitalize  on  the  growing  demand 
for  Diesel  power,  write  our  chair- 
man, C.  Jim  Stewart.  He'll  send 
you  a  copy  of  our  current  annual 
report.  It  makes  a  very  strong  case 
for  Stewart  &  Stevenson. 


Stewart  &  Stevenson  Services,  Inc..  P.O.  Box  1637.  Houston.  Texas  77001 


Aerial  application  of  fertilizer  near  Phoenix.  Arizona 


The  marketplace  demands 
|  more  productivity. 

Manufacturers  Hanover  maximizes.  I 

i   :  \ 


V* apital.  It's  making  the  desert 
n,  the  soil  fruitful,  the  land  abun- 
And  Manufacturers  Hanover  is  an 
rtant  supplier  of  capital  to  those 
would  feed  the  world. 
However,  in  today's  complex 
omy  it  is  quite  often  more  advan- 
>us  for  a  company  to  take  an 
;ly  new  approach  to  securing 
t.  And  a  bank  that  possesses  a 


creative  spirit  and  a  flexible  mind  can 
work  small  miracles. 

Manufacturers  Hanover  Leasing 
Corporation,  for  example,  has  carved 
out  a  nationwide  reputation  for  inno- 
vative equipment  financing  that  ser- 
vices, among  others,  various  links  in 
America's  food  chain  from  producing 
to  processing. 

As  the  nation's  leading  "banker's 


bank,"  Manufacturers  Hanover  constant- 
ly updates  and  improves  its  services  to 
some  3,000  correspondent  banks- 
many  of  which  are  located  throughout 
the  Farm  Belt. 

Credit.  Operations.  And  the  inte- 
gration of  both  to  create  a  total  finan- 
cial relationship  of  the  highest  standards 
—anywhere  in  the  world.  The  market- 
place demands  it.  Consider  the  source. 


MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 


Member  FDIC 


Faces 

Behind  the  Figures 


ervations  about  the  then-embryonic 
industry  and  scrapped  the  whole  idea. 
Vrdolyak  (pronounced  vr-DOE-lee-ak) 
will  soon  have  to  determine  which 
cable  companies  receive  the  fran- 
chises. Meanwhile,  special-interest 
groups  are  lobbying  to  try  to  insure 
that  a  minority-owned  cable  oper- 
ation will  get  at  least  one  franchise 
and  that  public  access  channels  will 
be  set  aside. 

How  Chicago  is  to  be  divided  is,  of 
course,  not  solely  an  economic  ques- 
tion. The  city's  consultant,  Malorkey- 
Taylor  Associates  of  Washington,  rec- 
ommends four  franchises;  lobbying 
groups  want  six.  "Let's  face  it,"  Vrdo- 
lyak says.  "Chicago's  a  political  city, 
and  this  is  a  political  issue." 

Vrdolyak,  45,  is  a  University  of  Chi- 
cago law  school  graduate  nicknamed 
Fast  Eddie  by  the  Chicago  press  be- 
cause of  his  speed  at  putting  together 
business  deals.  But  when  it  comes  to 
the  big  cable  decision,  Fast  Eddie  has 
not  been  burning  up  the  track. 

Public  hearings  began  about  two 
years  ago  and  will  probably  go  on  un- 
til at  least  mid-May;  consultant  fees 
have  already  cost  Chicago  $200,000. 
(The  city,  Vrdolyak  emphasizes,  will 
be  reimbursed  "dollar  for  dollar  by 
bidding  companies.") 

Why  has  it  taken  so  long?  "We've 


Troop  94  and  hotelier  Stewart  Maurer 
Why  not  go  to  the  top? 


kept  the  process  as  open  as  we  can," 
says  Vrdolyak,  leaning  against  a  book- 
case filled  with  City  Council  min- 
utes. "After  all,  we're  winging  it.  And 
the  buck  stops  here." — Bess  Gallanis 

Cookie,  Inc. 

Modern  marketing:  The  Girl  Scouts 
are  discovering  a  different  kind  of 
cookie  customer — the  high-volume 
account.  The  seven  members  of 
Troop  94  in  suburban  Atlanta  took 
their  cookies  to  100  Atlanta  hotels, 
banks  and  manufacturers  this  spring 
and  sold  1,500  boxes  at  $1.50  each 
(and  another  1,000  door  to  door). 


Chicago  Alderman  Edward  Vrdolyak 
Why  so  slow.  Fast  Eddie? 


"It's  much  more  efficient  to  sell  i 
lot  of  boxes  to  one  customer  than  ; 
box  or  two  each  to  hundreds  of  peoph! 
door  to  door,"  explains  Ashley  Zeiler 
13,  one  of  the  cadets  in  Troop  94. 

The  scouts  got  their  feet  in  the  cor 
porate  door  at  about  a  third  of  thd 
locations  to  make  their  pitch  to  thq 
likes  of  Champney  A.  McNair,  vicfi 
chairman  of  $3.8  billion  (assets)  Trusjl 
Co.  of  Georgia  (100  boxes  ordered) 
and  Stewart  Maurer,  general  manage: 
of  the  504-room  Colony  Square  Hotel 
(500  boxes). 

"It's  a  unique  approach,"  says 
Frances  Hesselbein,  chief  executive  o 
Girl  Scouts  U.S.A.  "And  I'm  not  surj 
prised.  We  talk  a  great  deal  aboui 
management-building  techniques  anc 
skills."  Girl  Scouts  U.S.A.  gets  1.4 
cents  per  box  in  royalties  from  am] 
one  of  seven  bakers  (for  Atlanta,  Fanv 
ous  Foods  of  Virginia)  and  last  yeai 
the  116  million  boxes  sold  nettecj 
about  $1.2  million. 

What  did  Troop  94  net?  About 
$2,000,  two-thirds  for  their  council 
and  the  rest  to  be  put  into  a  money, 
market  fund  (along  with  $2,000  from 
a  garage  sale  last  year). — Jeff  Blyskal 

Research  rethink 

Why  is  Pittsburgh's  Carnegie-Mellon 
University  willing  to  forego  the  pat- 
ents on  future  research  done  in  part- 
nership with  corporations?  It's  just 
good  business,  says  President  Richard 
Cyert.  Universities  that  keep  the  pat- 
ents, Cyert  contends,  discourage  cor- 
porate financing,  without — at  least  in 
Carnegie-Mellon's  case — getting  any 
real  return.  In  fact,  Cyert  says,  the 
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What's  Penn  Central  doing  in 
telecommunications? 


^rowing. 


In  industries  vital  to  America's  future 
growth.  And  holding  leading  market 


positions  in  those  industries: 

•  Electronics  and  telecommunications.  Our 
Sprague  Electric  Company  is  the  nation's  leading 
producer  of  fixed  capacitors,  an  essential  compo- 
nent in  computers,  aircraft  instruments,  television 
sets  and  hundreds  of  other  electronic  products. 
General  Cable  is  the  leading  supplier  of  cable  to 
the  independent  telephone  industry.  And  a  leader 
in  the  development  of  fiber  optics. 

•  Energy  equipment  and  services.  That's  the 
other  growing  area  for  Penn  Central.  We  are  the 
world's  largest  producer  of  offshore  jack-up  drill- 
ing rigs.  We  have  a  3,600  mile  oil  pipeline  system. 


We're  also  prominently  involved  in  oil  and  gas 
drilling  services  and  propane  marketing. 

Our  rapid  growth  has  been  achieved  not  only 
in  sales  and  earnings,  but  also  in  financial  strength. 
Our  working  capital  is  now  about  $600  million. 
Since  1978,  common  shareholders'  equity  has  grown 
by  more  than  240  percent  to  over  $1.3  billion,  or 
over  $40  per  share,  and  earnings  per  common  share 
have  grown  173  percent  to  $4.18. 

For  more  information  write:  The  Penn  Central 
Corporation,  245  Park  Avenue,  Dept.  F-2, 
New  York,  N.Y.  10167.  Or  call  toll-free: 
800-223-1924.  (In  N.Y.  State:  212-599-5919.) 

The  Penn  Central  Corporation 
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patent-seeking  process  is  so  expensive 
that  CMU  lost  several  thousand  dol- 
lars on  the  nine  patents  it  obtained  in 
the  1970s. 

What  about  Stanford  University's 
and  University  of  California's  DNA 
research,  which  has  brought  the  uni- 
versities an  estimated  $1.4  million  so 
far?  Or  MIT's  $13  million  payment 
from  IBM  in  1963  for  its  computer 
core  memory  technology?  That  hap- 
pens only  rarely,  contends  Cyert: 
"I  w  if  any  universities  have  ever 
made  any  money  on  patents." 

Many  other  top  research  schools 
disagree.  The  California  Institute  of 
Technology,  which  secured  151  pat- 
ents in  the  1970s,  turns  down  propos- 
als for  private  funding  that  restrict 
patent  rights — although  the  school 
concedes  making  only  negligible  in- 
come from  its  royalties.  The  Univer- 
sity of  Wisconsin  (20  patents  a  year, 
mostly  in  the  life  sciences)  makes 
money  on  patents  only  if  the  research 
costs — often  from  outside  sources — 
are  not  included.  MIT  says  it  earns  $1 
million  annually  from  patents,  a  sum 
that  would  keep  classes  open  one  day 
a  year. 

Cyert  hopes  to  attract  more  corpo- 
rate funds  to  CMU's  Robotics  Insti- 
tute, a  joint  venture  with  12  compa- 
nies, including  its  biggest  backers, 


Westinghouse  and  Digital  Equipment 
Corp.  The  budget:  $5  million  annual- 
ly with  the  equivalent  of  only 
$750,000  from  CMU  in  faculty  sala- 
ries and  technology.  Projects  are  di- 
vided among  partner  companies  to 
avoid  patent  squabbles. 

There  is  another  benefit  to  univer- 
sity-corporate research,  patentable  or 
not:  real-world  training  for  students. 
Says  Cyert:  "Students  who  have  a 
knowledge  of  production  are  a  scarce 
commodity." — Robert  McGough 

Loosening  the  grip 

While  S&Ls  hang  on  for  dear  life,  the 
tiniest  thrifts  of  all  seem  to  be  alive 
and  well.  Perhaps  because  they  make 
up  only  5%  of  the  savings  institution 
market,  the  nation's  21,000  credit 
unions  have  enjoyed  a  little  more  free- 
dom from  regulation  than  banks  and 
S&Ls  in  the  last  few  years.  In  general, 
they  now  not  only  offer  market-rate 
IRA  accounts  but  also  pay  whatever 
rates  they  see  fit  on  CDs  of  four  years 
or  more. 

That's  good  but  could  be  better, 
says  Edgar  Callahan,  54,  the  new 
chairman  of  the  National  Credit 
Union  Administration.  On  the  job  for 
only  seven  months,  he  is  pushing  for 
deregulation  to  shift  more  control 
from  the  NCUA  to  the  hands  of  indi- 
vidual credit  unions.  He  wants  to  do 
away  with  interest-rate  ceilings  on 
savings,  checking  and  CD  accounts  at 
the  nation's  12,000  federally  regulat- 
ed credit  unions  (there  are  5,000  state- 
chartered  credit  unions  insured,  but 
not  regulated,  by  the  federal  govern- 
ment). He  also  wants  credit  unions  to 


Carnegie-Mellon  President  Ridxird  Cyert 
Let  the  patents  go. 


Credit  union  regulator  Callahan 
It's  good  but  it  could  be  better. 

be  free  to  set  their  own  prematura 
withdrawal  penalties,  maturities  ant 
minimum  deposit  requirements — a! 
now  done  by  the  NCUA. 

Callahan  says  that  so  far  the  re 
sponse  from  the  credit  union  indus 
try — which  witnessed  333  merger 
and  345  liquidations  last  year  becausi 
of  plant  closings  and  other  effects  o 
recession — is  favorable.  "Credi 
unions  are,  cumulatively,  experienc 
ing  a  good  year, "  he  says.  "All  number 
are  upbeat  and  positive."  Federal  cred 
it  union  assets  come  to  $42.7  billion 
and  the  industry's  total  is  $78  billion 
Although  most  are  small,  77%  havi 
less  than  $2  million  in  assets. 

In  Washington,  Callahan's  credi 
union  deregulation  is  considered  to 
have  a  better  chance  this  year  thai 
any  of  the  bank  and  S&L  plans,  whicl 
are  presently  bogged  down  at  the  De 
pository  Institutions  Deregulatioi 
Committee,  which  Congress  set  up  to 
deregulate  interest  rates. 

But  this  doesn't  mean  Callahan  i: 
leading  a  revolution.  Credit  union: 
now  may  pay  up  to  12%  interest  or 
savings — or  share  accounts,  as  the? 
are  called — but  most  pay  only  6%  to 
7%.  "There  will  be  a  very  gradua 
change,  if  there's  any  change  at  al 
[when  the  ceilings  are  abolished],' 
says  Callahan. 

"Our  thrust,"  he  explains,  "is  to  ge 
the  NCUA  board  out  of  the  busines: 
of  making  business  decisions  and  to 
put  the  responsibility  back  where  i 
always  has  been — on  credit  unior 
boards." — Desiree  French 
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YOU 

deserve 
National 
attention. 


National  Car  Rental 


As  a  business  traveler,  you 
deserve  service  that's  not 
only  fast  but  friendly. 
A  lot  of  respect.  And 
extra  help  whenever 
you  need  it.  That's 
("National  attention™" 

Contact  your  travel 
Iconsultant.  Or  call  800 
1 328-4567.  In  Minnesota 
pall  800-862-6064.  In 
:  Alaska  and  Hawaii  call 
: 800-328-6321.  In  Canada 
call  collect  612-830-2345. 


©1982,  National  Car  Rental  System 


In  Canada  it's  Tilden 


In  Europe,  Africa,  and  the  Middle  East 


,  it's  European 


IF  YOU'RE  LOOKING  FOR 
WAYS  TO  INCREASE  OFFICE 
PRODUCTIVITY, 
HAVE  YOU  CONSIDERED 
THE  LASER  BEAM? 


I 


These  concentrated  beams  of  light  perform  incredibly  precise  micro-surgery,  serve 
as  signal  lamps  for  space  communications  and  track  tiny  shifts  in  the  earth's  crust. 

But  it  was  Xerox  scientists  who  saw  the  laser  as  a  ray  of  hope  for  increasing  produc- 
tivity and  introduced  it  into  the  office.  First  they  developed  a  laser  scanner  for  Telecopier 
transceivers  which  brought  new  speed  and  clarity  to  facsimile  transmission. 

Xerox  lasers  are  also  used  in  another  Xerox  innovation:  electronic  printing.  And  we 
offer  you  the  widest  line  of  electronic  printers  available. 

Xerox  electronic  printers  are  the  most  advanced  information  output  systems  in  the 
business.  They  take  digital  information  from  computers  and  word  processors  and  print  out 
crisp,  clear  images  at  speeds  of  up  to  120  pages  a  minute.  They  also 
let  you  choose  from  hundreds  of  different  typefaces  in  a  wide  vari 
ety  of  sizes. 

So  you  can  make  mundane  facts  and  figures  more  memo- 
rable as  well  as  more  readable.  And  you  can  print  texts,  training  and  service 
manuals  with  new  efficiencies.  Which  can  help  get  information  into  people's  hands  and  minds 
more  effectively. 

What's  more,  the  Xerox  9700  Electronic  Printing  System,  above,  can  actually  create, 
store  and  print  forms  as  they're  needed  with  all  the  appropriate  information  filled  in— like  tax 
forms  or  insurance  policies.  You  might  say  it's  the  world's  smallest  forms  warehouse. 

With  it  a  corporation,  or  government  agency,  can  eliminate  their 
fwL  need  to  pre-print  and  store  hundreds  of  thousands  of  forms.  And 
E>  no  one  gets  stuck  with  obsolete  forms. 

The  Xerox  5700  Electronic  Printing  System,  at  the  left, 
works  in  the  office  with  work  stations  and  prints  up  to  40  times 
faster  than  ordinary  word  processing  printers.  It  also  handles  electronic  mail,  remote  computer 
printing  and  direct  copying.  (After  all,  it  is  a  Xerox  machine.) 

And  new  Xerox  electronic  printers  and  accessory  equipment  are  currently  being 
introduced,  along  with  expanded  software  and  communications  capabilities.  All  of  winch 
will  bring  the  benefits  of  electronic  printing  to  more  and  more  businesses  of  all  sizes. 

So  if  you'd  like  to  harness  the  speed  of  light  to  increase  productivity  in  your  office, 
consider  Xerox. 


XEROX 


XEROX®.  TELECOPIER®  .9700  and  5700  arc  trademark*  of  XEROX  CORPORATION 
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Edited  by  William  G.  Flanagan 

Getting  to  Q4 

American  managers  may  be  compe- 
tent, by  and  large,  but  apparently 
not  enough  of  them  are  John  Waynes 
on  the  job.  How  else  explain  the  doz- 
ens of  training  companies  that  do 
nothing  but  teach  managers  how  to  be 
both  "dominant  and  warm"  with 
their  co-workers? 

"Communications  training" — 
what  could  be  dubbed  quickie  officer 
candidate  schools  for  aspirants  to  the 
executive  corps — is  a  booming  busi- 
ness (see  box,  p.  194).  But  it  has  its 
critics.  For  one  thing,  it  is  cloaked  in 
psychological  mumbo  jumbo  that 
may  provide  mystique,  but  also  need- 
less confusion. 

Consider,  for  example,  Dimension- 
al Management  Training,  a  course  of- 
fered by  one  of  the  biggest  firms,  Psy- 
chological Associates,  Inc.  of  St. 
Louis.  Managers  enrolled  in  DMT 
learn  about  "receptivity  predica- 
ments," "Q4  interactional  strategies" 
and  "frustration  tolerance." 

The  mind  slips  across  such  phrases 
like  a  shoe  across  a  wet  manhole  cov- 
er. Yet  no  one  can  successfully  com- 
plete the  course  unless  he  can  master 
such  jargon.  DMT  enrollees  spend 
five  long  days  in  classes  and  work- 
shops after  plowing  through  25  or 
more  hours  of  preparatory  work.  The 
cost:  $685  per  head. 

But  Psychological  Associates  seems 
to  have  no  trouble  finding  students.  In 
fact,  it  claims  an  average  yearly  sales 
growth  of  31%  since  1977,  and  its 
steady  clients  include  Emerson  Elec- 
tric, John  Deere,  Paine  Webber,  Gen- 
eral Telephone  and  Alcoa.  Such  client 
companies  usually  have  training  pro- 
grams of  their  own,  of  course.  But 
division  heads  often  prefer  to  send 
their  managers  outside  for  this  kind  of 
intensive  "learning." 

What's  all  the  shouting  about? 
Forbes  recently  eavesdropped  on  a 
DMT  seminar  and  talked  to  several 
clients  of  Psychological  Associates 
and  experts  in  the  field. 

Eight  weeks  before  the  class  of  12 
men  and  3  women  gathered  in  St. 
Louis  for  the  five-day  seminar,  they 
were  instructed  to  read  a  book  ex- 
plaining "dimensional  management 
theory."  By  the  time  classes  started 


on  a  Monday  morning,  they  were  fa- 
miliar with  the  Quadrant  system  on 
which  the  course  is  based. 
.  What's  the  Quadrant  system?  Very 
simply,  it  places  managerial  behavior 
in  the  categories  Ql,  Q2,  Q3  and  Q4. 
A  Ql  manager  believes  in  tight  orga- 
nization, rarely  involves  subordinates 
in  planning,  supervises  closely  and  is 
generally  pushy  and  demanding.  His 
personality  tends  to  be  "dominant- 
hostile."  His  motto  might  be,  "I  call 
the  shots." 

By  contrast,  his  Q2  counterpart  be- 
lieves that  when  you  go  by  the  book, 
you  can't  get  into  trouble.  According- 
ly, he  relies  heavily  on  his  boss,  fol- 


lows policies  to  the  letter  and  sees 
himself  mainly  as  a  caretaker.  He  is 
"submissive-hostile." 

A  Q3  manager  relies  on  goodwill  tc 
get  the  job  done.  "Being  a  manager  is 
like  being  a  cheerleader,"  he  thinks. 
"You  can't  let  your  people  get  dis- 
couraged." A  Q3  expects  high  morale 
to  produce  hard  work  automatically, 
he  is  loose  and  more  concerned  with 
generalities  than  details,  "submis- 
sive-warm" in  personality. 

A  Q4  manager — "dominant- 
warm" — guides  subordinates  tc 
awareness  and  swears  by  pragmatic 
organization.  He  believes  policies  and 
procedures  are  to  be  followed  as  long 


Psychological  Associates'  Bob  Lefton  and  Vic  Buzzotta 
Showing  American  managers  the  way  to  Q4. 
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as  they  work,  and  changed  if  they 
don't.  Two  of  his  pet  phrases  are  "I 
don't  have  all  the  answers"  and  "A 
leader  is  a  developer  of  people." 

Who's  best?  According  to  Psycho- 
logical Associates  theory,  Q4  is  the 
style  to  strive  for.  In  fact,  the  entire 
seminar  is  devoted  to  giving  the  pupil 
the  communication  and  motivation 
skills  he  may  need  to  become  Q4 — or 
at  least  as  Q4  as  he  can  be. 

In  addition  to  reading  the  book  dur- 
ing "prework,"  participants  must  also 
fill  out  a  75-question,  multiple-choice 
test  on  the  material  and  bring  their 
answers  to  class  with  them. 

On  the  first  day,  the  St.  Louis  group 
was  divided  into  teams  of  five,  and 
each  team  huddled  to  arrive  at  com- 
mon answers  to  the  questions.  Then 
the  instructor,  Bill  Liccione,  gave  the 
"correct"  answers.  The  point?  To  in- 
fuse team  spirit  into  the  group  and 
identify  the  sharper  members. 

During  the  week  the  class  learned 


how  to  identify  traits  of  all  four  man- 
ager types  and  how  to  criticize  each 
other  on  their  Q4  performance.  Each 
performance — called  a  role  play — was 
a  mock  encounter  between  a  pupil 
who  played  himself  and  a  "peer," 
"boss,"  or  "subordinate,"  played  by  a 
teammate. 

On  Monday  and  Tuesday  the  role 
players  dealt  with  imaginary  dilem- 
mas; eventually  they  turned  to  real- 
life  situations,  each  drawn  from  a 
trainee's  own  work  problems,  with  a 
teammate  confronting  him  in  the  role 
of  antagonist.  Each  encounter  was  re- 
corded and  played  back  on  videotape. 
"It  was  an  incredibly  emotional  expe- 
rience," said  one  participant  of  this 
corporate  psychodrama.  "Naked  vul- 
nerabilities were  exposed." 

One  participant,  Phil  Furney,  a 
technical  specialist  in  Alcoa's  Tech- 
nical Center,  recalls  two  people  on  his 
team  who  were  upset  by  the  real-life 
role  playing.  "One  of  the  guys  tried  to 
fight  back  when  he  was  being  given 
recommendations,"  he  says.  "He  gave 
quite  an  argument.  He  didn't  want  to 
change  his  behavior  in  the  ways  that 
we  suggested.  And  we  had  a  young 
woman  in  our  group  who  didn't  do  too 
badly  during  the  early  critiques,  but 
during  her  first  real-life  role  play  she 
almost  broke  into  tears.  We  had  to 


ease  up  a  little  on  her." 

Furney  asked  to  attend  the  seminar 
because  he  wants  to  get  into  manage- 
ment and,  at  54,  has  not  yet  succeed- 
ed. "I  was  being  told  that  I  don't  han- 
dle people  right,"  he  says.  "So  I 
thought  I  should  get  some  sort  of 
training  because  I  didn't  know  what  I 
was  doing  wrong." 

For  Carl  Hugin,  42,  the  seminar  was 
the  second  step  of  a  training  process 
he  will  complete  this  month.  After 
that  he  will  run  his  own  DMT  semi- 
nars at  his  company,  the  Dixie  Busi- 
ness Division  of  American  Can  Co. 
(the  division  will  be  sold  this  summer 
to  James  River  Corp.).  To  certify  Hu- 
gin as  a  DMT  trainer  will  cost  Dixie 
about  $5,0Q0.  The  bulk  of  Psychologi- 
cal Associates'  business  is  in  certify- 
ing trainers  like  Hugin  and  providing 
course  materials  for  in-house  DMT 
programs.  PA  still  collects  $130  and 
up  per  student  for  materials  used  for 
in-house  sessions. 

Paine  Webber,  the  brokerage  firm, 
has  sent  about  350  top  managers 
through  the  intensive  DMT  program; 
another  60  lower-level  managers  are 
currently  going  through  less  intensive 
DMT  sessions.  Paine  Webber  uses 
DMT  "to  improve  productivity  and 
communications,"  explains  Stuart 
Nordheimer,  a  PA-certified  Paine 
Webber  trainer.  "The  course  is  logical 
and  its  concepts  are  easy  for  people  to 
latch  on  to." 

Does  DMT  work  that  well  for  oth- 
ers? Maybe,  maybe  not.  Some  DMT 
pupils  fail  to  practice  what  they  learn, 
says  the  training  company,  others  nev- 
er learn  it  fully.  Companies  like  GTE 
and  Paine  Webber  are  not  the  only  satis- 
fied customers.  JohnBurge,  a  group  vice 
president  at  Emerson  Electric,  says  he's 
a  "firm  believer"  in  the  course  al- 
though he  can't  measure  its  results  the 
way  he  would  like  to — in  dollars.  "In 
terms  of  quality  of  communication," 
he  says,  "you  can  feel  it,  particularly  at 
the  top  management  level.  There  is  no 
black  magic  or  snake  oil.  It's  just  an 
effective  way  to  train  people  to  com- 
municate."— Kevin  McManus 


SuperCalcifragilistic 

Y'ou  are  probably  not  going  to  spend 
$3,000  on  a  personal  computer  just 
to  watch  your  kids  play  Asteroids  or 
Alien  Typhoon.  Or  simply  to  balance 
your  checkbook.  If  you  are  among  the 
hordes  who  will  buy  a  personal  com- 
puter this  year,  it  may  well  be  for 
business  or  investing.  And  one  of  the 
knottiest  problems  you  may  have 
does  not  lie  in  the  hardware  itself. 

Unless  you  are  able  to  do  your  own 
programming — roughly  akin  to  being 


Grid  lock 


Some  350  companies  are  in  the  business  of  selling  "communication- 
skills"  training,  which  is  already  a  $450  million-a-year  industry, 
and  growing  fast.  The  object  of  these  training  programs  is  a  common 
one:  to  get  managers  to  communicate  with,  and  get  more  from,  their 
subordinates. 

The  means,  often,  is  the  grid,  a  teaching  tool  designed  to  show  pupils 
their  strengths  and  weaknesses  in  dealing  with  others.  It  assigns  values 
to  certain  types  of  management  behavior. 

For  example,  on  the  Blake  and  Mouton  Grid,  perhaps  the  most  famous  of 
them  all,  two  features  are  rated,  from  1  to  9:  concern  for  production  and 
concern  for  people.  If  you  are  a  1.9,  for  example,  you're  a  "country  club" 
manager.  You  care  enough  for  people,  not  enough  for  production.  A  9. 1 
manager,  on  the  other  hand,  forgets  the  human  element.  The  ideal,  a  9.9,  is 
a  "team  manager."  In  Psychological  Associates'  lexicon,  a  9.9  is  a  Q4. 

The  Blake  Grid  was  developed  by  Robert  Blake  and  fane  Mouton, 
psychologists  and  cofounders  of  the  training  firm  Scientific  Methods. 
But  there  are  quite  a  few  other  grids  around.  In  fact,  there  are  lawsuits 
over  who  swiped  whose  grid. 

Phil  Jones,  editor  of  Training  magazine,  says  that  the  Blake  Grid,  the 
Quadrant  system  and  other  grids  he  has  seen  are  too  similar  for  more  than 
one  to  be  completely  original,  though  the  problems  they  deal  with  often 
differ.  "I've  been  astonished  that  there  are  so  many  of  them,"  he  says. 

Yet  it  seems  not  to  matter  whose  grid  came  first.  There  is  enough 
business  to  keep  all  the  better  training  firms  happy.  The  Instructional 
Systems  Association,  a  four-year-old  industry  trade  group,  reports  an 
average  billings  growth  rate  of  about  30%  for  its  members  since  1978. 
Recently,  Wilson  Learning,  the  industry  leader,  was  bought  by  John 
Wiley  &  Sons,  a  New  York  textbook  house.  Other  training  companies 
bought  by  publishers  include  Tratec  (by  McGraw-Hill)  and  Basic  Sys- 
tems (by  Xerox)  -  K.M. 
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WORLDWIDE  ACCEPTANCE 
WHERE  YOU  DO  BUSINESS  MOST. 


Business  can  take  you 
anywhere  these  days. 

Fortunately,  so  can  r 
Diners  Club® 

And  Diners  Club  from 


Citicorp  is  now  accepted 
by  every  major  airline  and 
by  every  major  car  rental 
in  the  world.  Were  also 
accepted  at  the  world  s 
finest  hotels,  shops  and 
restaurants.  We  know  that 
broad  global  coverage  isn't 


enough,  however.  So  tl 
largest  proportion  of  es 
lishments  in  our  world 
wide  network  is  located 
those  continents,  couni 
and  cities  where  the  va 
majority  of  the  worlds 
business  is  conducted. 


FINALLY,  A  CREDIT  CARD 
DESIGNED  FOR  THE  PEOPL1 
WHO  USE  IT  MOST. 


FINANCIAL  FREEDOM 
TO  GET  THINGS  DONE. 

Diners  Club  unleashes 

r  decision-making  capa- 

pes  with  an  important 

fcept. 

fsTo  leash. 

ht  Diners  Club 

|do  not  impose  a 

i-set  spending  . 

it  on  you.  Because 
are  a  responsible 
on  your  spending 

It  is  determined 
our  spending  and 

ments  patterns. 


of  the  service  charge 
on  your  purchase.  Simply 
forward  the  purchase 
agreement  to  Diners  Club 
and  we  will  credit  your 
Diners  Club  account. 

In  addition  to  travelers 
checks,  Citicorp  can  also 


Your  Diners  Club  Card 
even  entitles  you  to  sell 
or  purchase  foreign  cur- 
rency without  the  normal 
fee  at  Citibank  branches 


overseas? 


WE'RE  NOW  PART  OF  CITICORP 


NANCIAL  SERVICES 
FROM  CITICORP 


Whenever  you 
'  travelers  checks, 
for  Citicorp  Travelers 
Checks  by  name. 
And  as  a  Diners 
Club  member,  you 
can  now  receive 
reimbursement 


Citicorp  has  long 
been  one  of  the  most 
innovative  financial 
institutions  in  the 
world. 

Today  they  offer 
a  broader  range  of 
financial  services 
than  any  other 
banking  institution. 

DINERS  CLUB  FROM  CITICORP©®'  In  93  countries 

YOU  CAN  DROP  OUR  NAME  WHERE  IT  COUNTS,  around  the  world, 

.       Citicorp  is  now 

provide  you  with  cash  where   meeting  the  needs  of  gov- 


cash  is  hardest  to  come  by: 
overseas.  Your  Diners  Club 
Card  entitles  you  to  cash 
your  personal  check  for  up 
to  $1,000  at  Citibank 
branches  in  major  cities 
around  the  world* 

Emergency  cash  is  no 
problem  at  home  either. 
Your  Diners  Club  Card  en- 
titles you  to  cash  personal 
checks  for  up  to  $250  as  a 

guest  at  participating 
hotels  and  motels 
across  the  United 
States. 


r 


ernments,  businesses  and 
over  10  million  consumer 
households. 

Citicorp  achieved  its 
position  by  working  harder, 
by  seeing  farther,  and  by 
understanding  their 
customers'  needs  better. 

Now  that  Citicorp  and 
Diners  Club  have  joined 
forces,  Citicorp  is  deter- 
mined to  build  and  main- 
tain Diners  Club  as  the 
premiere  charge  card  for 
today's  executive. 

So  why  not  apply  for  a 
Diners  Club  Card  today? 

And  start  being  treated 
like  the  executive  you  are. 

CALLTOLLFREE: 

(800)525-7000. 

In  Colorado,  call  collect: 
(303)741-2433. 

"  I  In  si-  services  will  be  available  May 1982. 
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able  to  get  through  four  mazes  in  a  Pac- 
Man  game — the  key  lies  in  finding  and 
mastering  the  right  software  for  your 
machine.  (Incidentally,  the  medium 
for  most  software  is  now  the  floppy 
diskette.  Most  personal  computers 
can  accept  them  or  can  be  equipped  to 
do  so.)  There  are  thousands  of  busi- 
ness programs  from  which  to  choose, 
most  of  which  sell  for  $50  to  $300. 
But  do  yourself  a  favor  and  start  out 
simply  with  one  or  two  packages. 
Give  yourself  time  to  get  through  the 
instruction  manual,  work 
at  exercises  and  learn  the 
system  commands.  You 
have  to  put  in  at  least  a 
few  hours  of  work — the 
first  one  or  two  programs 
are  usually  the  hardest. 
But,  with  a  bit  of  experi- 
ence, you  will  probably 
feel  as  if  you  have  just 
mastered  Rubik's  Cube. 

If  you  have  at  least 
some  feel  for  how  com- 
puters work,  are  good  at 
following  instructions, 
and  have  time  and  pa- 
tience, you  can  teach 
yourself  how  to  use  al- 
most any  software.  But 
you  may  have  to  call  in 
the  Marines  to  get  some 
sophisticated  programs  to 
work.  For  a  few  hundred  dollars  or 
less  you  can  hire  a  consultant  to  help 
you  set  up  your  system,  select  soft- 
ware and  get  the  whole  operation  run- 
ning. (Try  the  computer  science  de- 
partment of  a  local  university.) 

Many  computer  beginners  cut  their 
teeth  on  VisiCalc,  a  product  of  Visi- 
Corp  (formerly  Personal  Software). 
With  VisiCalc  you  can  create  almost 
any  type  of  table  involving  rows  and 
columns  of  data.  Thus  you  can  set 
budgets,  forecasts,  estimates  and  oth- 
er types  of  modeling  situations. 
Change  a  figure  and  VisiCalc  will 
show  you  the  effect  of  that  change  on 
the  bottom  line. 

You  can  also  transfer  data  from  one 
VisiCorp  product,  such  as  VisiCalc,  to 
another  VisiCorp  product,  such  as  Vi- 
siPlot.  The  VisiPlot  program  converts 
data  into  graphs.  After  you  gain  a  bit 
of  mastery  over  VisiPlot,  its  speed  and 
flexibility  ■  will  become  apparent. 
With  a  few  simple  commands  Visi- 


Plot can  change  scales  or  go  from  a 
line  chart  to,  say,  a  bar  chart  or  pie 
chart.  The  success  of  VisiCalc  has 
spawned  a  number  of  similar  "visi- 
clones"  such  as  SuperCalc,  CalcStar 
and  MagiCalc.  Like  VisiCalc,' most  of 
these  programs  have  associated  soft- 
ware packages.  Cost,  about  $250. 

Mailing-list  programs,  which  cre- 
ate, edit,  alphabetically  sort  and  print 
hundreds  or  even  thousands  of  names 
and  addresses,  are  also  popular. 
Among  the  packages  available:  Apple 
Post  (published  by  Apple),  EasyMailer 
(Information  Unlimited),  Commer- 
cial Mailer  (Stonehenge  Computer 
Co.),  Mailing  List  (Micro  Software) 
and  Mail  Merge  (Micro  Pro). 

However,  if  you  have  any  interest  in 
storing  and  retrieving  more  mforma- 
tionon  individual  addresses,  you  needa 
data  base  management  system.  Dave 


PROP. 


Burstein,  vice  president  of  Morning- 
side  Computing,  a  New  York-based 
microcomputer  dealer  and  consulting 
firm,  recommends  four  packages:  Con- 
dor (Condor  Computer),  FMS-80  (Sys- 
tems Plus),  dBASE  II  (Ashton-Tate), 
MDBS  (Micro  Database  Systems). 
Cost:  $200  to  $800.  And  you  will  most 
probably  have  to  add  more  diskpower 
to  make  it  all  work. 

Complete  accounting  packages 
such  as  Accounting  Plus  (Systems 
Plus)  and  TCS  Accounting  (TCS)  are 
automating  even  the  smallest  of  busi- 
nesses. Doctors  and  dentists  are  mak- 
ing use  of  packages  such  as  General 
Medical  (FMG)  and  Dentistaid  (Micro 
Computer  Management)  to  keep  pa- 
tient records  and  handle  billing  as 
well  as  Medicare  and  Medicaid  forms. 
Cost:  $500  to  $2,000. 

Real  Estate  Analyzer  (Howard  Soft- 
ware Services)  can  greatly  speed  up 
real  estate  investment  analysis.  Soft- 
ware by  AG-COM  and  others  has 


brought  the  microcomputer  dow) 
home  on  the  farm.  Cost:  $50  per  pro 
gram.  But  note:  Some  of  these  prd 
grams  are  quite  involved,  and  you  wii 
probably  have  to  have  a  consultant  tj 
set  up  the  system  and  instruct  you  oi 
its  use. 

Interested  in  the  stock  market?  Fo 
starters  there's  Standard  &  Poor') 
monthly  Stockpak,  which  contains  fil 
nancial  data  on  900  securities  fronj 
which  you  can  screen  stocks  with  cen 
tain  characteristics  (P/E  ratios,  disl 
counts  from  book  value,  etc.)  anij 
monitor  portfolio  performance.  Cost 
$50  plus  $200  a  year  for  monthly  upi 
dates.  Stock  Tracker,  by  H&H  Trad! 
ing  Co.,  computes  buy,  sell  and  hole 
recommendations  on  stocks,  option: 
and  commodities.  Price:  $150. 

Word  processing  can  also  be  accomi 
plished  on  a  personal  computer.  Since 
a  personal  computer  car 
be  used  for  many  func 
tions,  word  processing  i: 
cheaper  on  a  persona 
computer  than  on  a  sin 
gle-purpose  word-process 
ing  machine.  Decern 
word-processing  packages 
generally  run  betweer 
$150  and  $400. 

The  market  is  awash  in 
word-processing  software 
each  system  with  its  par 
ticular  strong  suits.  Ger 
aid  Van  Diver  of  Vital  In 
formation,  a  Kansas  City 
based  publishing  anc 
consulting  firm,  advise: 
that  you  carefully  define 
your  needs  before  you 
buy.  Do  you  want  to  dc 
large  documents?  Short  or 
long  letters?  Mailings?  How  much 
storage  do  you  need?  Will  you  want  toj 
do  tables  and  calculations?  Will  the 
buyer  of  the  system  also  be  the  user? 

The  personal  computer  is  not  with- 
out plenty  of  glitches,  of  course.  Rapid 
expansion  of  the  software  field  hag 
caused  some  growing  pains.  Compati- 
bility is  one  big  problem.  Just  one  of 
thousands  of  examples:  Standard  &( 
Poor's  Stockpak  is  available  only  for 
the  Radio  Shack  TRS-80  Models  I  and 
III.  If  you  have  an  Apple,  you're  out  of 
luck,  at  least  for  the  moment.  As 
Morningside's  Burstein  points  out,  itj 
usually  costs  at  least  $100,000  to! 
bring  a  new  program  to  market.  So 
producers  are  writing  first  for  the) 
greatest  number  of  machines.  A  bar- 
gain-priced computer  may  look 
tempting,  but  you  may  be  taking  oni 
an  orphan  with  only  limited  software 
support. 

Before  you  purchase  any  software,, 
carefully  check  to  make  sure  it  will] 
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run  on  your  machine.  Does  your  com- 
puter have  adequate  memory  and 
storage?  Software  packages  are  often 
updated,  so  make  sure  the  version  you 
are  considering  is  not  only  compatible 
with  your  machine,  but  also  with  any 
other  software  already  in  your  library. 
Another  concern  is  bugs.  You  don't 
know  how  well  a  system  will  perform 
until  you  try  it.  That's  why  personal 
contact  with  a  local  dealer  beats 
buying  by  mail  order.  As  Dave  Bur- 
stein  points  out,  "If  you're  not  the 
hobbyist  type,  don't  go  near  things 
that  are  not  well  supported." 

Wayne  Green,  publisher  of  Instant 
Software  products  and  four  personal 
computer  magazines,  ranging  from 
the  fairly  technical  80  Microcomput- 
ing to  the  down-to-earth  Desktop 
Computing,  believes  that  maybe  only 
1  in  10  packages  are  good  and  only  1  in 
20  "darn  good."  Says  he,  "There's  an 
awful  lot  of  junk  out  there  which  does 
about  75%  of  what  you  need  and  then 
leaves  you  high  and  dry."  Green  is 
most  wary  of  the  accounting  packages 
because  of  their  size  and  complexity. 

There  are  lots  of  ways  to  shop  for 
software.  You  can  visit  microcom- 
puter stores  and  get  hands-on  experi- 
ence, talk  to  other  users,  subscribe  to 
journals  and  read  reviews,  and  attend 
conventions  and  meetings  of  users 
groups  For  Apple  owners  there  are 
two  comprehensive  directories:  VAN- 
LOVES  Apple  Software  Directory 
published  by  Vital  Information  and 
the  Addison-Wesley  Book  of  Apple 
Computer  Software.  All  personal 
computer  owners,  or  would-be  own- 
ers, can  make  some  use  of  these  texts 
since  some  of  the  software  is  also 
available  on  other  machines.  The  Di- 
rectory of  Public  Domain  Software 
from  the  New  York  Amateur  Com- 
puter Club  lists  over  1,000  titles  cov- 
ering a  broad  range  of  topics.  Al- 
though these  programs  vary  in  qual- 
ity, each  diskette  is  obtainable  for 
only  $8  to  $10,  plus  handling  charges. 
For  information  write:  P.O.  Box  106, 
New  York,  N.Y.  10008. 

In  addition,  Vital  Information  runs 
a  toll-free  hotline  (800-255-5119)  and 
has  a  staff  of  experts  who  are  ready  to 
help  the  business  community  select 
hardware  and  software  and  to  help 
solve  problems. — Steve  Kichen 


Viva  unemployment 

Each  uptick  in  the  nation's  unem- 
ployment figures  means  broader 
grins  on  the  faces  of  "outplacement 
specialists."  That's  a  fancy  name  for 
the  folks  whose  business  it  is  to  "de- 
hire"  [i.e.,  to  help  fire)  executives,  as 
well  as-  middle-  and  lower-manage- 
ment employees,  and  try  to  find  them 
other  jobs.  You  might  call  them  ex- 
ecutive recruiters  with  their  collars 
turned  round. 

Their  business  is  booming — and  the 
chances  are  that  if  you  are  let  go,  you 
will  be  seeing  an  outplacer.  One  out- 
placer  estimates  that  about  one-third 
of  the  Forbes  sales  500  companies 
now  use  outplacement.  Among  the 
top  100,  make  that  two-thirds.  And 
the  business  is  growing  by  34%  a  year. 

The  values  to  the  corporation  of 
outplacement  are  both  obvious  and 
not  so  obvious.  It  makes  it  easier  to 
get  rid  of  people  since  outplacers  are 
called  in  before  the  firings  begin.  They 
counsel  both  firers  and  firees  (in  in- 
dustry parlance,  the  de-hired).  Thus, 
the  man  who  wields  the  ax  has  at 
least  a  Band-Aid  handy  when  the 
blood  starts  flowing. 

But  outplacement,  when  it  works 
right,  usually  helps  find  the  de-hired 
new  jobs,  often  at  better  salaries,  and 
usually  in  less  time  than  it  would 
take  an  individual  operating  strictly 
alone.  This  can  mean  fewer  nasty  dis- 
crimination suits  because  of  age  or 
other  factors.  The  de-hired  are  kept 
too  busy  job  hunting  to  engage  in  re- 
criminatory legal  actions. 

Morale  is  improved,  too,  say  the 
outplacers.  People  who  stay  on  the  job 
know  that  if  the  worst  comes,  they 
will  not  be  totally  abandoned.  And 
the  grapevine  is  quick  to  report  the 
status  of  the  de-hired.  Even  in  this 
sour  business  climate,  it  is  estimated 
that  80%  of  those  fired  do  eventually 
find  jobs  at  the  same  or  better  pay 
with  outplacers'  help. 

"It  may  take  us  longer  to  place  peo- 
ple," says  Robert  J.  DeLargey,  senior 
vice  president  of  Drake  Beam  Morin, 
Inc.,  one  of  the  fledgling  industry's 
giants  with  business  in  excess  of  $10 
million  a  year.  "But  we  do  place  them. 
Of  course,  nowadays  it  may  be  neces- 
sary to  relocate,  especially  from 
places  like  Detroit  or  Chicago.  Execu- 
tives earning  over  $100,000  a  year  had 
better  not  say,  'I  don't  want  to 
move.'  " 

According  to  Richard  T.  Bushell  of 
Bushell  Cruise  &  Associates,  the 
more  you  make  and  the  older  you  are, 
the  longer  it  takes  to  find  suitable 
employment.  If  you  are  over  40  and 
earning  over  $40,000,  for  example,  it 


might  take  four  to  six  months  to  fin 
a  new  job.  For  those  aged  21  to  39  an 
earning  $20,000  to  $40,000,  it  tak«j 
only  two  to  four  months. 

In  addition,  the  kind  of  job  functio 
you  perform  will  affect  how  long  ] 
takes  to  get  back  on  a  payroll.  Say 
Bushell:  "The  further  away  from  tr) 
bottom  line  your  contribution,  th 
more  difficulty  you  face."  He  cite 
lawyers,  public  relations  people  an 
advertising  executives  as  being  rnor 
difficult  to  place  than  accountanl 
and  sales  people. 

At  present,  according  to  Jim  Kenne 
dy,  editor  of  the  recently  publishe 
1 982  edition  of  Directory  of  Outplace 
ment  Firms  ($13,  from  Kennedy  t 
Kennedy  Inc.,  Templeton  Road,  Fit2 
william,  N.H.  03447),  there  are  abou 


82  outplacement  firms  in  existence 
over  two-thirds  of  which  were  forme 
in  the  1970s,  that  do  a  total  of  $5| 
million  in  business  each  year. 

Fees  charged  by  the  outplacers  vary 
but  they  are  never  on  a  contingenc 
basis — that  is,  they  never  guarante 
anyone  who  is  fired  a  new  job.  But  a 
the  top  level  most  firms  charge  15°/l 
of  the  individual's  annual  salary  t| 
help  him  find  new  employmenl 
Some  others  charge  on  an  hourly  basi 
($60  to  $100  per  hour). 

Probably  the  fastest-growing  seg 
ment  of  the  industry  is  that  dealin 
with  groups  of  middle-  and  lower-lev 
el  employees,  who  attend  two-tc 
four-day  group  seminars  once  thei 
have  been  de-hired. 

"The  group  concept,  for  the  lower 
level  employees,  depends  a  lot  on  in 
terplay  and  the  development  of  sup 
port  systems,"  says  DeLargey 
"Group  workshops  can  be  tough,"  h 
adds.  "You  take  15  hurt,  ticked-of 
people,  and  then  subject  them  to  fou 
days  of  hard  work.  It  isn't  easy." 

Outplacers  aren't  miracle  workers 
of  course.  They  will  do  a  fair  amoun 
of  hand-holding,  assisting  in  resume 
and  making  contacts — in  short,  doinj 
the  things  you  probably  know  vol 
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should  be  doing  anyway.  Their  basic 
function,  obviously,  is  to  clear  the  area 
for  the  de-employer.  He  pays  the  bills. 

What  are  your  chances  of  being  de- 
hired?  Thomas  M.  Camden,  president 
of  Camden  and  Associates,  an  out- 
placement search  firm  based  in  Hins- 
dale, 111.,  echoes  Richard  BushelPs 
views.  "More  than  60%  of  the  termi- 
nations that  are  expected  to  occur  as 
companies  tighten  their  corporate 
belts  are  likely  to  be  in  non-revenue- 
producing  areas  of  management  such 
as  personnel  administration,  market 
research,  advertising  and  strategic 
planning."  If  you're  one  of  those,  in 
short,  it  may  be  tough.  On  the  other 
hand,  those  in  marketing,  sales  or  fi- 
nance should  feel  a  lot  more  secure. 

By  industry,  Camden  sees  the  fol- 
lowing as  "safe":  petroleum,  invest- 
ment banking,  food  and  beverage, 
communications,  aerospace  and  to- 
bacco. By  function,  management  con- 
sulting, health  care,  computer  soft- 
ware, hotel  management,  banking, 
chemical  engineering  and  high  tech- 
nology manufacturing  are  also  on  the 
safe  side. 

But  if  you  are  let  go,  regardless  of 
your  profession  or  industry,  it  pays  to 
wear  the  right  school  tie,  to  belong  to 
the  right  clubs  and  associations  and  to 
be  an  all  right  guy.  Mark  S.  Granovet- 
ter,  a  Harvard  sociologist,  estimates 
that  while  agencies  find  8.9%  of  new 
jobs  for  professional  and  technical  peo- 
ple and  ads  yield  another  9.9%,  "infor- 
mal contacts"  account  for  74.5%  of  all 
successful  job  searches. — W.F. 

Loose  ends 

Tlhe  real  cost  of  a  business  trip  may 
be  a  lot  more  than  you  suspect.  To 
basic  travel  expenses  you  have  to  add 
the  value  of  executive  time,  "VET," 
in  the  view  of  transportation  consul- 
tant Runzheimer  &  Co.  VET  includes 
an  executive's  salary  and  benefits, 
plus  overhead  costs  and  some  value 
for  "at  desk"  versus  "away  from 
desk"  time. 

For  example,  on  a  three-day  business 
trip  to  Cincinnati,  a  $40,000-a-year  Los 
Angeles  executive  might  spend  $796 
on  air  fare,  car  rental,  hotel,  meals  and 
other  travel  items.  Add  to  that  a  VET 
cost  of  $899,  and  the  total  real  cost  of 
the  trip  is  $1,695. 

For  an  $80,000  executive,  who  pre- 
sumably flies  first  class  and  gets  his 
shoes  shined  more  often,  travel  ex- 
penses for  the  same  trip  come  to  $993 
and  the  VET  cost  to  a  whopping 
$1,797,  for  a  total  of  $2,790.  Using 
that  kind  of  accounting,  teleconfer- 
encing is  looking  better  all  the  time. 


FORBES,  MAY  10,  1982 


afferin  23-karat  gold  electroplate  fountain  pen  ballpoint 
and  our  Dual  Writing  System  with  interchangeable  micro  tip 
rolling  ball— engraved  in  straight  lines,  barleycorn, .  geomctru 
or  diamond  squares.  Golden  gift  ideas,  all 


JEWELRY  FOR  WRITING 


For  people  who 
thought  they  had  experienced 
everything. 

Votre  destination:  Monte  Carlo.  Where  the  air  is  fragrant  with  perfume 
and  elegance.  And  the  seascape  is  painted  with  extravagance. 

Au  bord  de  la  mer:  Loews  Monte-Carlo.  One  of  the  world's  most  indulging 
hotels,  with  the  Riviera's  only  in-hotel  casino*  Experience  it  at  least  once 

Loews  Monte-Carlo 


•SBM/Loews  Monte-Carlo 
For  reservations  call  your  travel  agent  or  LRI. 
Inc.  (Loews  Representation  International)  toll 
free.  For  group  reservations  call  (212)  841-1497. 

Fly  new  direct  service  from  New  York 
to  Nice  via  Air  France. 


On  the  Rivierain  Monaco 


'BarclaysAmerican/ 
Business  Credit." 


What  resourceful  banks  say 
when  they  cant  say  yes. 

No  business  has  the  capacity  to  fund  every  project. 
That  is  as  true  for  lending  institutions  as  it  is  for 
other  businesses. 

So,  when  a  business  requires  money  for  expansion, 
turnaround,  or  refinancing,  BarclaysAmerican/ 
Business  Credit  can  help -perhaps  as  no  one  else  can. 

By  analyzing  situations  thoughtfully,  we  often  dis- 
cover assets  that  banks  may  not  have  considered. 
Then  we  write  revolving  loans  secured  by  receivables 
and  inventory,  and  term  loans  secured  by  plant  and 
equipment. 

For  flexible,  creative  financing,  give  us  a  call. 


Business  Credit 


An  affiliate  of 


BARCLAYS 
Bank 


Service  is  the  difference  between  our  money  and  other  money.5 


Offices  located  nationwide 

Corporate  Headquarters:  111  Founders  Plaza.  East  Hartford,  CT  06108.  (203)  528-4831 


The  Forbes  500's 


The  overall  numbers  were  big 
but  soggy.  The  post- 197 4  boom 
had  finally  petered  out  and  the 
recession  was  on.  Here  is  what 
happened  to  sales,  profits,  assets 
and  market  value. 


F\  or  two  years  the  vise  has  been  closing — inflation 
on  one  side,  high  interest  rates  and  recession  on  the 
other.  To  see  the  vise  in  action,  take  a  look  at  the 
igures  that  track  the  top  500  U.S.  companies  in  sales, 
profits,  assets  and  market  value: 


Sales 

Profits 

Assets 

Market  value 


1981 

+  9.9% 
+  4.4 
+  10.7 
-  11.5 


1980 

+  15.0% 
+  7.7 
+  11.6 
+  31.6 


1979 

+  18.8% 
+  22.5 
+  13.8 
+  15.9 


The  totals  at  the  end  of  1981 

Sales:  $2,409,436,400,000 

Profits:  $  123,806,520,000 

Assets:  $3,508,264,105,000 

Market  value:  $  918,123,430,000 


Huge  figures.  But  what  do  they  mean?  A  number  of 
:hings,  all  reflecting  U.S.  business  under  stress.  First, 
profits  no  longer  keep  pace  with  sales,  as  they  should  in  a 


healthy  economy.  Earnings  have  fallen  behind  not  only 
sales  but,  in  1981,  far  behind  the  inflation  rate  of  8.9%  as 
measured  by  the  Consumer  Price  Index.  Profit  increases 
also  lagged  far  behind  increases  in  assets.  The  long  post- 
1974  boom  had  finally  run  out  of  steam. 

Total  market  value  suffered  the  largest  year-to-year  drop 
in  eight  years.  The  top  500  were  worth  $918  billion  on  the 
last  trading  day  of  1981,  compared  with  $1,037  trillion  in 
1980.  In  statistical  terms,  it  means  that  a  dollar  invested  in 
the  Forbes  500s  on  Dec.  31,  1981,  controlled  $3.84  worth 
of  assets;  and  the  500s'  "price/earnings  ratio"  was  7.7, 
compared  with  1980's  9.2. 

Note  the  summaries  beginning  on  page  254,  in  which  all 
the  companies  on  the  Forbes  500  lists  are  brought  together 
and  their  respective  rankings  noted  on  all  four  measures. 
The  champion  of  the  500s?  Once  again,  it  was  giant 
American  Telephone  &  Telegraph.  AT&T  was  lumber 
one  on  three  of  the  four  lists — profits,  assets  and  market 
value — and  fourth  in  sales  (behind  Exxon,  Mobil  and  Gen- 
eral Motors).  Ma  Bell  and  its  affiliates  also  rank  first  in  the 
employment  tables  beginning  on  page  294 — the  on1  y  non- 
governmental entity  in  the  nation  to  provide  employment 
for  a  million  people. 
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The  Forbes  Sales  500 


The  500  largest  companies  in 
sales  gained  $200  billion  overall 
in  1981.  That  works  out  to  9%, 
or  just  barely  ahead  of  the  rate  of 
inflation.  Zero  real  growth? 


T 


he  Sales  500  is  a  world  of 
awesome  size.  Altogether,  the 
companies  listed  on  the  fol- 
lowing pages  generated  $2.4  trillion 
in  sales  last  year  and  an  increase  of 
$200  billion  over  the  year  before. 
Every  company  that  made  the  list  (as 
well  as  three  dozen  that  didn't)  had 
sales  of  at  least  $i  billion.  Moreover, 
110  companies  now  have  more  than  $5  billion. 

Look  beyond  sheer  size,  though,  for  the  real  significance: 
If  you  take  out  inflation  (last  year's  increase  in  the  CPI  was 
8.9%),  that  $200  billion  just  about  vanishes.  Does  that 
mean  zero  growth  across  the  board  for  big  business?  Not 
exactly.  A  total  of  305  companies  matched  or  bettered  that 
8.9%  inflation  rate.  The  fact  is,  the  average  increase  of  9% 
was  somewhat  lower  than  that  3-out-of-5  might  indicate 
because  some  big  companies  had  small  increases.  Instead 
of  the  big  sales  jumps  they  had  in  1980,  the  oil  companies 
were  feeling  the  oil  glut  last  year.  They  still  ran  ahead  of 
the  pack,  but  not  as  far  ahead,  and  three  of  the  biggest — 
Exxon,  Mobil  and  Gulf — failed  to  keep  pace  with  inflation. 

As  oil  industry  sales  growth  was  slowing  down,  Detroit's 
revived.  All  four  of  the  major  auto  companies  managed 
some  kind  of  increase  last  year  (although,  except  for 


% 

change 

Rank 

Sales 

over 

1981  1980 

Company 

|$000,000 

1980 

1  1 

Exxon 

108,108 

4.8 

2  2 

Mobil 

64,488 

8.4 

3  3 

General  Motors 

62,699 

8.6 

4  5 

American  Tel  &  Tel 

58,214 

14.6 

5  4 

Texaco 

57,628 

12.6 

Chrysler's  17.3%  jump,  none  kept 
pace  with  inflation).  But  steel  wasi 
the  real  bright  spot.  Armco  was  upi 
19.8%,  Inland  15.3%,  National  14% 
and  U.S.  Steel  (without  Marathon) 
1 1 .6% .  The  steel  companies  did  even 
better  in  profitability  (seep.  216). 

Of  the  500  companies,  45  hadi 
sales  declines  last  year,  while  39| 
new  companies  showed  up.  In  many  cases,  it  was  because 
of  acquisition  or  restructuring  rather  than  business  for- 
tune. Phibro,  for  example,  spun  off  Engelhard  Corp.,  ac- 
quired Wall  Street's  Salomon  Brothers,  and  emerged  as  the 
14th-largest  company  in  America.  CIGNA,  formed  by  the 
merger  of  Connecticut  General  and  INA,  showed  up  as  the 
36th  on  the  list,  while  Du  Pont's  acquisition  of  Conoco 
pushed  it  from  21st  to  16th,  and  the  newly  merged  Na- 
bisco Brands  made  the  list  as  87th. 

Other  big  sales  gainers:  Fast-growing  Hospital  Corp.  of i 
America;  Hawaii's  Dillingham  Co.;  Republic  Airlines  (oni 
the  acquisition  of  Hughes  Airwest);  Baldwin-United  and 
its  growing  empire  of  financial  services  acquisitions;  Mid- 
Con  Corp.,  the  spunoff  pipeline,  exploration  and  produc- 
tion arm  of  Peoples  Energy;  and  the  new  Penn  Central, 
liveliest  phoenix  that  ever  rose  from  the  ashes. 
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low  hard  work  is  paying  off  at  CBI 


'e  tackle  tough 
instruction  jobs  in 

llinoisand  Indonesia 
Alaska  and  Abu  Dhabi 
>outh  Dakota  and  Scotland 
'ennsylvania  and  Pakistan 
md  anyplace  else. 


iir  current  annual  report 
ves  you  a  close  look  at  our 
jrformance— write  CBI, 
eCan-Do 
impany, 
r  a  copy. 
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MODERN  FLEET. 

CSX  Corporation,  America's 
number  one  transportation 
and  natural  resource  com- 
pany plans  to  spend  over 
$400  million  in  1982  to  further 
improve  roadway,  yards 


and  equipment  of  its  rail- 
road units. 

,  The  CSX  Railroads,  with 
their  giant  27,000-mile  net- 
work, provide  single-system 
service  to  shippers  through- 
out the  eastern  half  of  the 
country  And  even  though 


equipment  and  service  \ 
more  than  adequate  in 
CSX  continues  to  upgrac 
meet  anticipated  custon 
requirements,  improve  t 
overall  serviceability  of  1 
fleets,  and  increase  its  ec 
ings  capabilities  as  the 


Railroads.  Natural  Resources,  Land  Development.  Aviation  Services.  Publishing  and  Resort  Properties 


ton's  leading  freight  dis-  investment  promises  more  of 

)ution  system.  the  same. 
IVithits  successful  railroads      Get  to  knowus.  You'll  like 

d  strategic  location  CSX  the  way  we  do  business  at 

irporation  has  proven  itself  CSX.  For  more  information 

h  one  record-setting  per-  write:  Corporate  Communi- 

jnance  after  another  And  cations,  RO.  Box  C-32222, 

\  return  on  this  $400 million  Richmond  VA  2326 1 . 


c 


CSX  Corporation 


Chessie  System  Railroads 


Family  Lines  Rail  System 


Chessie  System  Railroads  and  Family  Lines  Rail  System  are  units  of  CSX  Corporation, 


The  Forbes  Sales  500 
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I  Not  on  500  list  in  1980. 
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They're  not  all  travelling 
at  the  same  speed. 


Those  who  are  grasping  the  tools  of  technology  are 
loving  forward  faster. 

Our  traveller  is  stowing  the  OSBORNE  1."  This  portable 
ersonal  business  computer  is  rapidly  changing  the  way  people 
lo  to  work.  Because  the  OSBORNE  1  is  helping  people  work 
lore  rapidly.  To  get  more  work  done.  With  less  effort. 

The  jet  plane  has  changed  the  way  you  view  your 
l/orld.  The  OSBORNE  1  will  change  the  way  you  view 
[our  time. 

Think  for  a  moment  or  two  about  the  ways  you  spend  your 
Ime.  Chances  are,  more  of  your  day  is  consumed  with  "paper 
iiamtenance"  than  you  would  prefer.  Chances  are  you're  not  get- 
:  ng  as  much  time  with  the  big  jobs  -  the  big  ideas  -  as  you'd  like. 

Working  with  the  OSBORNE  1  will  change  that.  Quite 
imply,  a  powerful  computer  handles  all  the  details  of  words  and 
lumbers.  And  then  an  amazing  thing  happens  to  your  time. 

You're  freed  of  a  big  chunk  of  your  detail  burden.  At  the  same 
me,  your  work  is  more  effective,  more  accurate,  and  faster, 
lore  fun.  And  you  have  a  new  tool  that  lets  you  take  on  jobs  you 
imply  could  not  consider  before. 

The  person  who  uses  these  tools  has  a  built-in  advantage 
ver  the  person  who  is  still  shuffling  tedium. 

The  most  intelligent  purchase  you  can  make. 

Lots  of  big  and  little  computers  can  make  a  similar  promise. 

But  none  can  match  this:  the  OSBORNE  1  delivers  two 
isk  drives,  a  complete  computer  with  communications  capabili- 


ties, a  business  keyboard,  and  CRT  display.  Plus  five  productivity 
software  packages  with  a  retail  value  of  over  $1500.  Including 
CP/M,R  wordprocessing,anadvancedelectronicspreadsheet,and 
BASIC  languages.  All  for  a  total  price  of  only  $1795.  All  in  a 
portable  package  that  fits  under  the  seat  of  your  airplane. 

To  change  your  own  rate  of  travel,  visit  your  local  authorized 
OSBORNE  1  computer  retailer.  A  demonstration  will  show  you  just 
how  easily  you  can  put  the  power  of  the  OSBORNE  1  into  your 
career. 

And  you  will  quickly 
see  why  the  OSBORNE 
is  the  $1795  produc- 
tivity investment  that 
is  changing  the 
way  people  go 
to  work. 

$1795 
Completer 


The  SI 795  suggested  retail  price  for  the  Osborne  1  (a  registered  trademark  ot  Osborne  Computer 
Corporation)  includes  the  following  software  pockages  WORDSTAR  "  with  MAILMERGE"  (o  trademark 
ond  o  registered  trademark  of  MicroPro  International  Corporation  of  San  Ratael,  California,  USA), 
SUPERCALC"  (a  trademark  of  Sorcim  Corporation),  CBASIC"  (a  registered  trademark  of  Compiler 
Systems),  MBASIC  (a  registered  trademark  of  Microsoft),  and  CP/M  (a  registered  trademork  ot 
Digital  Research) 


The  Forbes  Sales  500 


Rank 
1981  1980 


Company 


% 
change 
Sales  over 
($000,000)  1980 


171 

179 

Bristol-Myers 

3,497 

10.7 

172 

153 

Reynolds  Metals 

3,481 

-4.7 

173 

188 

Albertson's 

3,481 

14.5 

174 

197 

Pub  Svc  Elec  &  Gas 

3,472 

16.0 

175 

162 

Continental  Corp 

3,466 

1.4 

176 

168 

NCR 

3,433 

3.3 

177 

243 

Tosco 

3,431 

43.7 

178 

186 

Emerson  Electric 

3,429 

11.8 

179 

177 

May  Dept  Stores 

3,413 

7.6 

180 

211 

Fleming  Companies 

3,399 

20.7 

181 

158 

Warner-Lambert 

3,380 

-2.9 

182 

198 

Ingersoll-Rand 

3,378 

13.7 

183 

181 

Diamond  Shamrock 

3,376 

7.4 

184 

175 

Santa  Fe  Industries 

3,367 

4.7 

185 

157 

FMC 

3,367 

-3.3 

186 

219 

ENSERCH 

3,362 

24.8 

187 

166 

Pacific  Lighting 

3,357 

0.9 

188 

173 

Carnation 

3,354 

3.6 

189 

178 

PPG  Industries 

3,354 

6.2 

190 

293 

Penn  Central 

3,349 

66.3 

191 

184 

Motorola 

3,336 

7.7 

192 

164 

Textron 

3,328 

-1.5 

193 

209 

Burroughs 

3,318 

16.1 

194 

235 

Wells  Fargo 

3,306 

29.9 

195 

191 

Pillsbury 

3,302 

8.9 

196 

205 

Time  Inc 

3,296 

14.4 

197 

227 

Martin  Marietta 

3,294 

25.8 

198 

208 

Southern  Pacific 

3,272 

14.4 

199 

241 

Panhandle  Eastern 

3,266 

32.1 

200 

204 

Burlington  Inds 

3,263 

12.5 

201 

192 

Pfizer 

3,250 

7.3 

202 

288 

Warner  Commun 

3,237 

57.2 

203 

174 

Kaiser  Alum  &  Chem 

3,226 

0.1 

204 

246 

Digital  Equipment 

3,198 

35.1 

205 

185 

B  F  Goodrich 

3,185 

3.4 

206 

176 

Eaton 

3,165 

-0.4 

207 

217 

American  Intl  Group 

3,155 

16.4 

208 

187 

Crown  Zellerbach 

3,148 

2.7 

209 

199 

Norton  Simon 

3,144 

6.3 

210 

207 

Northwest  Industries 

3,122 

8.5 

211 

194 

Boise  Cascade 

3,107 

2.9 

212 

247 

Houston  Industries 

3,095 

30.8 

213 

249 

Florida  Power  &  Lt 

3,089 

31.6 

214 

202 

Esmark 

3,076 

5.2 

215 

156 

Tesoro  Petroleum 

3,035 

-14.0 

216 

223 

North  Amer  Philips 

3,030 

14.0 

217 

220 

Lincoln  National 

3,003 

11.5 

218 

225 

Supermarkets  General 

2,999 

14.1 

219 

252 

First  Natl  Boston 

2,948 

26  3 

220 

215 

Merck 

2,929 

7.1 

221 

212 

ARA  Services 

2,916 

3.9 

222 

248 

Houston  Natural  Gas 

2,906 

23.3 

223 

218 

Mead 

2,900 

7.1 

224 

189 

Amer  Nat  Resources 

2,896 

18.8 

225 

228 

Kimberly-Clark 

2,886 

11.0 

Rank 
1981  1980 


Company 


% 
change 
Sales  over 
($000,0001  1980 


226 

224 

'Carter  Hawley  Hale 

2,871 

9.0 

227 

251 

Amer  Hospital  Supply 

2,870 

22.7 

228 

309 

Cooper  Industries 

2,866 

55.6 

229 

210 

Levi  Strauss 

2,851 

0.4 

230 

236 

Kidde 

2,849 

12.2 

231 

214 

Singer 

2,834 

1.7 

232 

216 

St  Regis  Paper 

2,819 

3.9 

233 

■ 

Midcon 

2,809 

13.2 

234 

201 

AMAX 

2,799 

-5.1 

235 

232 

Campbell  Soup 

2,798 

9.3 

236 

233 

Eli  Lilly 

2,773 

8.4 

237 

250 

Middle  South  Utils 

2,772 

18.3 

238 

222 

Borg- Warner 

2,761 

3.3 

239 

257 

Allied  Stores 

2,761 

20.1 

240 

253 

Melville 

2,761 

18.4 

241 

297 

Associated  Dry  Goods 

2,751 

40.9 

242 

275 

Texas  Utilities 

2,738 

25.9 

243 

238 

Consol  Natural  Gas 

2,738 

9.4 

244 

255 

Consumers  Power 

2,734 

18.7 

245 

239 

Hercules 

2,718 

9.4 

246 

237 

Dana 

2,711 

7.4 

247 

240 

Pennzoil 

2,682 

8.0 

248 

245 

Interco 

2,674 

12.9 

249 

244 

R  H  Macy 

2,657 

11.9 

250 

294 

Crocker  National 

2,654 

32.3 

251 

269 

Texas  Gas  Transmn 

2,649 

18.8 

252 

229 

Avon  Products 

2,614 

1.7 

253 

242 

Quaker  Oats 

2,600 

8.1 

254 

234 

American  Motors 

2,589 

1.4 

255 

321 

SONAT 

2,569 

47.2 

256 

267 

Missouri  Pacific 

2,524 

12.8 

257 

268 

Alco  Standard 

2,522 

12.9 

258 

282 

American  Petrofina 

2,504 

19.3 

259 

334 

Wal-Mart  Stores 

2,496 

47.0 

260 

285 

Dillon  Companies 

2,495 

20.1 

261 

■ 

Baldwin-United 

2,492 

165.2 

262 

305 

Marine  Midland  Bks 

2,484 

33.6 

263 

274 

McDonald's 

2,477 

13.4 

264 

221 

American  Standard 

2,471 

-7.6 

265 

281 

NL  Industries 

2,464 

16.4 

266 

295 

Murphy  Oil 

2,447 

24.4 

267 

265 

Whirlpool 

2,437 

8.6 

268 

279 

Phila  Electric 

2,433 

14.6 

269 

261 

McGraw-Edison 

2,429 

7.3 

270 

262 

Amer  Broadcasting 

2,421 

7.3 

271 

326 

Irving  Bank 

2,390 

37.3 

272 

258 

American  General 

2,388 

4.2 

273 

259 

Owens-Corning  Fbrgls 

2,375 

3.9 

274 

272 

Revlon 

2,366 

7.4 

275 

292 

Abbott  Laboratories 

2,343 

14.9 

276 

264 

USF&G 

2,337 

3.7 

277 

254 

Gillette 

2,334 

0.8 

278 

336 

Valero  Energy 

2,333 

37.1 

279 

■ 

Wilson  Foods 

2,326 

3.5 

280 

278 

Avco 

2,326 

8.2 

Rank 
1981  1980 


Company 


Sales 
($000,0001 


281 

230 

Beneficial  Corp 

2,324 

282 

273 

Ogden 

2,324 

283 

277 

Kellogg 

2,321 

284 

283 

Scott  Paper 

2,309 

285 

■ 

Swift  Independent 

2,302 

286 

266 

IU  International 

2,276 

287 

256 

Uniroyal 

2,260 

288 

302 

United  Telecom 

2,255 

289 

350 

Mellon  National 

2,246 

290 

276 

Colt  Industries 

2,243 

291 

291 

Pittston 

2,228 

292 

■ 

Engelhard 

2,192 

293 

260 

Manville 

2,186 

294 

319 

MAPCO 

2,179 

295 

270 

Genl  Tire  &  Rubber 

2,175 

296 

284 

Fruehauf 

2,175 

297 

290 

White  Consolidated 

2,173 

298 

289 

Stop  &  Shop 

2,168 

299 

280 

Va  Electric  &  Power 

2,162 

300 

316 

Niagara  Mohawk  Pwr 

2,151 

301 

300 

Amfac 

2,148 

302 

307 

Malone  &  Hyde 

2,147 

303 

358 

Baker  International 

2,140 

304 

306 

Times  Mirror 

2,131 

305 

296 

Jim  Walter 

2,121 

306 

325 

NICOR 

2,115 

307 

373 

Kemper 

2,076 

308 

392 

InterFirst 

2,070 

309 

310 

General  Public  Utils 

2,065 

310 

431 

Hospital  Corp  of  Am 

2,064 

311 

323 

Morrison-Knudsen 

2,058 

312 

368 

Superior  Oil 

2,057 

313 

329 

Central  &  South  West 

2,055 

314 

312 

Detroit  Edison 

2,054 

315 

287 

Allis-Chalmers 

2,042 

316 

301 

)  P  Stevens 

2,031 

317 

299 

Koppers 

2,019 

318 

344 

A  E  Staley  Mfg 

2,006 

319 

308 

Olin 

2,001 

320 

332 

Marriott 

2,000 

321 

345 

Northrop 

1,991 

322 

318 

SmithKline  Beckman 

1,985 

323 

314 

Intl  Minerals  &  Chem 

1,985 

324 

414 

Amstar 

1,980 

325 

286 

Williams  Companies 

1,976 

)  -<> 

IT) 
oZZ 

Central  Soya 

327 

304 

St  Paul  Companies 

1,971 

328 

343 

Cummins  Engine 

1,962 

329 

315 

Turner  Construction 

1,953 

330 

339 

Ryder  System 

1,946 

331 

303 

SCM 

1,938 

332 

335 

Anderson,  Clayton 

1,930 

333 

298 

Crum  &  Forster 

1,925 

334 

330 

Grumman 

1,916 

335 

340 

Duke  Power 

1,908 

I  Not  on  500  list  in  1980. 
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Other  life  insurance  companies  may  find 
Northwestern  Mutual's  new  Extra  Ordinary  Term 
policy  a  little  hard  to  swallow. 


Until  now  you  had  two  choices. 
Whole  life  or  term  insurance. 
Until  now. 

Recently,  Northwestern  Mutual  Life 
has  unveiled  an  entirely  new  life 
insurance  plan. 

We  call  it  Extra  Ordinary  Term. 

You  might  just  call  it  the  answer. 

Unlike  most  term  policies,  our  Extra 
Ordinary  Term  plan  provides  level 
premiums  plus  the  cash-building 
advantages  of  whole  life.  Never  before 
has  Northwestern  Mutual  Life  offered 
such  an  innovative  insurance  plan.  But 
innovation  such  as  this  is  nothing  new 


for  a  company  that  for  the  past  125  years 
has  been  a  leader  in  low-cost  long-term 
life  insurance.  A  record  that  is  the  envy 
of  the  industry. 

And  a  record  that  has  been  maintained 
by  constantly  improving  the  products  we 
offer  you.  Our  new  Extra  Ordinary  Term 
plan  is  just  another  reason  why  other  life 
insurance  companies  have  come  to  realize 
that  we're  a  tough  act  to  follow. 

The  Quiet  Company 


OThe  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee,  Wisconsin  1982 


A  tough  act  to  follow 


The  Forbes  Sales  500 


% 

change 

Rank  Sales  over 

1981  1980  Company       ($000,000)  1980 


% 
change 

Rank  Sales  over 

1981  1980  Company       ($000,0001  1980 


Rank 
1981  1980 


Company 


Sales 
($000,00011 


336 

■ 

Allegheny  Intl 

1,908 

106.6 

337 

370 

Northwest  Bancorp 

1,904 

28,8 

338 

320 

Upjohn 

1,903 

7.7 

339 

331 

Rohm  &  Haas 

1,885 

9.2 

340 

380 

Petrolane 

1,878 

31.8 

341 

347 

Northwest  Airlines 

1,854 

13.1 

342 

271 

Gould 

1,852 

-16.0 

343 

328 

Castle  &  Cooke 

1,845 

6.4 

344 

351 

Zayre 

1,838 

15.3 

345 

404 

Sigmor 

1,835 

38.2 

346 

327 

Schering-Plough 

1,809 

3.9 

347 

353 

Norfolk  &  Western  Ry 

1,802 

14.3 

348 

337 

Sterling  Drug 

1,793 

5.4 

349 

348 

Southern  Railway 

1,791 

9.3 

350 

402 

First  Bank  System 

1,790 

34.0 

351 

361 

Holiday  Inns 

1,765 

15.1 

352 

437 

Hughes  Tool 

1,759 

45.8 

353 

324 

Ethyl 

1,757 

1.0 

354 

357 

Jack  Eckerd 

1,753 

13.2 

355 

428 

Republic  of  Texas 

1,749 

40.3 

356 

313 

Emhart 

1,747 

-3.1 

357 

362 

Walgreen 

1,743 

13.9 

358 

342 

PACCAR 

1,735 

3.7 

359 

338 

Stauffer  Chemical 

1,726 

1.8 

360 

333 

National  Distillers 

1,703 

-0.4 

361 

366 

General  Signal 

1,702 

11.9 

362 

391 

Tandy 

1,691 

22.2 

363 

■ 

Primark 

1,687 

19.2 

364 

369 

Giant  Food 

1,684 

13.5 

365 

355 

Foster  Wheeler 

1,674 

7.1 

366 

390 

Whittaker 

1,672 

19.7 

367 

354 

Union  Camp 

1,666 

5.8 

368 

419 

Long  Island  Lighting 

1,665 

30.4 

369 

405 

Northeast  Utilities 

1,655 

25.0 

370 

■ 

Dillingham 

1,627 

22.0 

371 

364 

Tiger  International 

1,624 

6.3 

372 

388 

Cabot 

1,623 

15.6 

373 

365 

Crane 

1,611 

5.5 

374 

450 

Allegheny  Power 

1,607 

38.6 

375 

443 

Texas  Oil  &  Gas 

1,606 

35.4 

376 

363 

Corning  Glass  Works 

1,599 

4.5 

377 

379 

Heublein 

1,591 

1 1.3 

378 

421 

Continental  Tel 

1,590 

25.4 

379 

378 

Genuine  Parts 

1,585 

10.7 

380 

487 

Texas  Commerce  Bshs 

1,583 

53.9 

381 

478 

First  City  Bancorp 

1,580 

48.8 

382 

383 

Air  Prods  &  Chems 

1,570 

10.5 

383 

396 

H  F  Ahmanson 

1,564 

14.1 

384 

397 

No  Indiana  Pub  Svc 

1,556 

13.9 

385 

411 

Harris  Corp 

1,552 

19.3 

386 

385 

Westvaco 

1,551 

10.0 

387 

412 

Wheelabrator-Frye 

1,548 

19.1 

388 

410 

Natomas 

1,537 

16.9 

389 

424 

Sherwin-Williams 

1,537 

21.6 

390 

356 

National  Can 

1,534 

-1.1 

391 

311 

ASARCO 

1,532 

-15.7 

392 

382 

Lear  Siegler 

1,531 

7.5 

393 

393 

Chesebrough-Pond's 

1,530 

10.8 

394 

341 

Squibb 

1,524 

-9.1 

395 

459 

Dravo 

1,512 

35.7 

396 

394 

Baxter  Travenol  Labs 

1,504 

9.4 

397 

430 

Wetterau 

1,503 

21.3 

398 

464 

Bank  of  New  York 

1,495 

35.7 

399 

395 

Gt  Northern  Nekoosa 

1,493 

8.7 

400 

384 

Fisher  Foods 

1,493 

5.6 

401 

371 

U  S  Gypsum 

1,491 

1.1 

402 

422 

Crown  Central  Petrol 

1,487 

17.4 

403 

381 

Evans  Products 

1,471 

3.3 

404 

403 

Hershey  Foods 

1,451 

8.7 

405 

387 

MCA 

1,451 

3.4 

406 

■ 

Republic  Airlines 

1,448 

58.0 

407 

456 

E  F  Hutton  Group 

1,444 

28.3 

408 

376 

Phelps  Dodge 

1,439 

-0.1 

409 

409 

Safeco 

1,436 

9.0 

410 

408 

George  A  Hormel 

1,434 

8.5 

411 

377 

Black  &  Decker 

1,431 

-0.5 

412 

389 

Blue  Bell 

1,427 

2.1 

413 

401 

Timken 

1,427 

6.6 

414 

485 

Seafirst 

1,425 

37.4 

415 

463 

General  Re 

1,423 

28.9 

416 

432 

Baltimore  Gas  &  Elec 

1,421 

15.9 

417 

375 

Polaroid 

1,420 

-2.2 

418 

427 

Pitney  Bowes 

1,414 

12.5 

419 

413 

Chubb 

1,409 

9.0 

420 

445 

Hammermill  Paper 

1,400 

18.3 

421 

406 

Northwest  Energy 

1,399 

5.7 

422 

■ 

Farm  House  Foods 

1,390 

200.9 

423 

439 

Sysco 

1,386 

15.7 

424 

488 

NBD  Bancorp 

1,380 

34.9 

425 

■ 

ConAgra 

1,377 

63.3 

426 

407 

Armstrong  World  Inds 

1,376 

4.0 

427 

420 

Waldbaum 

1,376 

8.2 

428 

448 

Alleghany 

1,374 

17.9 

429 

372 

Crown  Cork  &  Seal 

1,374 

-5.9 

430 

435 

Gannett 

1,367 

12.5 

431 

359 

Clark  Equipment 

1,360 

-11.7 

432 

475 

Carolina  Pwr  &  Lt 

1,344 

24.9 

433 

458 

Humana 

1,343 

20.2 

434 

■ 

Fairchild  Industries 

1,339 

47.7 

435 

433 

Brown  Group 

1,338 

9.6 

436 

425 

Commercial  Metals 

1,337 

5.9 

437 

452 

Public  Service  Colo 

1,336 

15.6 

438 

417 

Norton 

1,335 

4.1 

439 

446 

Dun  &  Bradstreet 

1,331 

13.2 

440 

423 

Avnet 

1,316 

3.9 

441 

■ 

Peoples  Energy 

1,316 

7.1 

442 

466 

Revco  D  S 

1,310 

19.9 

443 

447 

Witco  Chemical 

1,292 

9.9 

444 

416 

Diamond  Intl 

1,289 

0.5 

445 

■ 

Pacific  Pwr  &  Lt 

1,289 

32.1 

446 

468 

New  England  Electric 

1,282 

447 

451 

No  States  Power 

1,281 

448 

472 

Ohio  Edison 

1,280 

449 

■ 

Florida  Power 

1,278 

450 

444 

Zenith  Radio 

1,275 

451 

360 

AMF 

1,272 

452 

462 

Mercantile  Stores 

1,269 

453 

■ 

First  Executive 

1,258 

454 

460 

Campbell  Taggart 

1,258 

455 

483 

Louisiana  Land 

1,255 

456 

■ 

Colonial  Penn  Group 

1,254  1 

457 

461 

R  R  Donnelley  &  Sons 

1,244 

458 

465 

Knight-Ridder  News 

1,237 

459 

453 

AMP 

1,234 

460 

398 

First  Natl  Supermkts 

1,230 

461 

449 

Libbey-Owens-Ford 

1,227  I 

462 

457 

Pantry  Pride 

1,225 

463 

■ 

Pioneer 

1,225 

464 

495 

Gulf  States  Utils 

1,222 

465 

429 

West  Point-Pepperell 

1,222 

466 

■ 

Centl  Louisiana  Engy 

1,208 

467 

479 

Flickinger 

1,198 

468 

■ 

Smith  International 

1,194 

469 

492 

Marshall  Field 

1,194 

470 

■ 

GATX 

1,191 

471 

374 

Braniff  Intl 

1,189 

472 

482 

Akzona 

1,188 

473 

■ 

Entex 

1,187 

474 

■ 

Parsons 

1,184 

475 

■ 

Arkla 

1,179 

476 

■ 

Gt  Western  Financial 

1,174 

477 

■ 

San  Diego  Gas  &  Elec 

1,160 

478 

476 

Harsco 

1,158 

479 

496 

Eastern  Gas  &  Fuel 

1,157 

480 

494 

Wisconsin  Elec  Pwr 

1,152 

481 

469 

Wheeling-Pitts  Steel 

1,151 

482 

500 

Square  D 

1,144 

483 

346 

Consol  Freightways 

1,144 

484 

■ 

Mattel 

1,134 

485 

■ 

Penn  Power  &-  Light 

1,133 

486 

454 

Roadway  Express 

1,130 

487 

470 

Rexnord 

1,130 

488 

■ 

Johnson  Controls 

1,128 

489 

490 

Ex-Cell-O 

1,124 

490 

■ 

Fischbach 

1,119 

491 

■ 

Perkin-Elmer 

1,116 

492 

■ 

U  S  Air 

1,110 

493 

498 

McGraw-Hill 

1,110 

494 

■ 

Natl  Semiconductor 

1,110 

495 

489 

Parker-Hannifin 

1,106 

496 

474 

Union  Electric 

1,106 

497 

■ 

Federal  Co 

1,100 

498 

■ 

)oy  Manufacturing 

1,095 

499 

■ 

Pneumo 

1,094 

500 

■ 

Raymond  Intl 

1,092 

l  Not  on  SOU  list  in  1980. 
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FORBES,  MAY  1C 


CAMERON. THE  OILFIELD  MANUFACTURER 
THAT  TAKES  ITS  HIGH  TECHNOLOGY  HIGHER. 

Developing  better  oilfield  pressure  control 
equipment  has  led  Cameron  to  become  the 
world  leader  in  its  field,  holding  more  than 
40%  of  the  market.  It's  also  led  to  other 
interesting  developments. 

Among  them,  the  creation  of  metallur- 
gical and  forging  techniques  for  aerospace, 
power  generation  and  other  industries. 
We've  melted  and  forged  critical  alloy 
components  for  jumbo  jets,  the  space 
shuttle  and  steam  and  gas  turbines. 


By  taking  oilfield  technology  to  new 
heights,  we're  learning  new  ways  to  make 
equipment  that's  even  more  capable  of 
dealing  with  the  harsh  environments  where 
energy  sources  are  found.  So,  we'll  keep 
aiming  at  the  stars.  That  takes  us  to  places 
where  no  oilfield 
manufacturer 
has  ever  gone 
before. 


ars.  That  takes  us  to  places 

S)  1982  CAMERON  IRON  WORKS  INC  WORLD  HEADQUARTERS  HOUSTON  TEXAS 


CAMERON,  WHERE  ONE  GOOD  THING  ALWAYS  LEADS  TO  ANOTHER. 


We're  more 

than  you  may  think. 


Along  with  the  LNG  Libra,  we  own 
and  lease  other  ships,  aircraft,  railroad 
cars  and  mining  equipment.  In  financial 
services,  we're  everything  from  consumer 
finance  at  HFC  to  insurance,  consumer 
banking  and  commercial  leasing. 

Vons  supermarkets  and  T.  G.  &  Y. 
stores  are  just  a  part  of  our  4,000-store 
merchandising  network.  Our  Thermos 
vacuum  ware  and  Eljer  plumbing  fixtures 


are  only  two  of  the  products  that  help 
make  us  one  of  the  country's  leading 
manufacturing  firms.  In  transportation, 
we're  the  familiar  face  of  National 
Car  Rental. 

We're  more  than  40  companies  and 
90,000  employees  serving  eight  out  of 
ten  American  families.  Our  total  assets 
exceed  $8  billion  and  annual  sales  are 
more  than  $7  billion. 


Look  for  our  new  stock  exchange  symbol:  HI 


For  information,  please  write: 
Household  International 
Department  FB-3 
2700  Sanders  Road 
Prospect  Heights,  Illinois  60070 


jOUSEHOLP  

INTERNATIONAL 


The  Forbes  Profits  500 


A  $5.2  billion  profit  increase  sounds 
like  a  lot,  but  crank  in  inflation,  and 
two  out  of  five  companies  lost  ground 
last  year,  including  eight  of  the  top  ten. 


Consider  this:  The  500  largest  profit  gener- 
ators in  American  business  had  $123.8  bil- 
lion in  net  earnings  last  year,  compared  with 
$1 18.6  billion  in  1980.  That's  an  increase  of  4%,  far 
less  than  inflation  and  the  worst  showing  since 
1975.  But  thanks  to  Reagan's  Economic  Recovery 
Act  of  1981  and  its  speeded-up  depreciation,  cash 
flow  was  another  story.  It  increased  by  8.9%,  or  more 
than  twice  as  much  as  profits.  That  just  kept  up  with 
the  8.9%  increase  in  the  CPI  in  1981.  In  prior  years, 
cash  flow  increases  often  ran  behind  earnings  in- 
creases (in  1980,  for  example,  earnings  increased 
7.7%  but  cash  flow  only  7.1%). 

If  one  industry  looked  good,  it  was  steel:  Republic 
up  273%;  U.S.  up  135%;  Bethlehem  up  74%.  But 
don't  be  deceived.  Steel  looked  good  only  in  com- 
parison with  a  weak  1980.  And  its  recovery  proved 
short-lived:  1982  looks  as  if  it  will  be  the  worst  in 
the  industry's  recent  history. 

Again,  eight  of  the  top  ten  profitmakers  were  oils, 
but  gone  were  those  big  profits  of  1980.  The  three 
largest — Exxon,  Mobil  and  Standard  of  California — 
were  among  104  companies  showing  declines.  Ob- 
scene profits?  If  anything  was  obscene  it  was  the 
declining  profitability  and  deteriorating  balance 
sheets  of  U.S.  industry  brought  on  by  inflation  and 
the  Fed's  desperate  fight  to  control  inflation. 


% 

Cash 

Net 

change 

Cash 

flow 

Rank 

profits 

over 

flow 

rank 

1981 

1980 

Company 

($000,000) 

1980 

($000,000) 

1981 

1 

1 

American  Tel  &  Tel 

6,888.1 

13.3 

17,208 

1 

2 

2 

Exxon 

5,567.5 

-1.5 

10,428 

2 

3 

3 

IBM 

3,308.0 

-7.1 

7,703 

3 

4 

4 

Mobil 

2,433.0 

-13.5 

4,333 

5 

5 

5 

Standard  Oil  Calif 

2,380.0 

-0.9 

3,607 

8 

6 

6 

Texaco 

2,310.0 

3.1 

3,833 

6! 

7 

8 

Standard  Oil  Ohio 

1,946.9 

7.5 

2,858 

13 

8 

7 

Standard  Oil  Ind 

1,922.0 

0.3 

3,816 

7 

9 

10 

Shell  Oil 

1,701.0 

10.3 

3,475 

10 

10 

9 

Atlantic  Richfield 

1,671.3 

1.2 

3,589 

9 

11 

11 

General  Electrrc 

1,652.0 

9.1 

2,632 

15 

12 

13 

Eastman  Kodak 

1,239.0 

7.4 

1,868 

23 

13 

12 

Gulf  Oil 

1,231.0 

-12.5 

2,885 

12 

14 

22 

E  I  du  Pont 

1,081.0 

51.0 

2,724 

14 

15 

46 

United  States  Steel 

1,077.2 

134.7 

1,380 

30 

16 

21 

Sun  Company 

1,076.0 

48.8 

1,784 

26 

17 

■ 

CIGNA 

961.8 

59.8 

1,869 

22 

18 

14 

Phillips  Petroleum 

879.4 

-17.8 

1,954 

20 

19 

18 

Getty  Oil 

856.9 

-1.7 

2,041 

19 

20 

20 

Tenneco 

812.9 

12.0 

2,135 

18 

■  t 

ot  on  500 

list  in  1980. 
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FORBES,  MAY  10,  1982! 


CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"CNA  has  developed 
the  finest  communications  system 
for  insurance  agents.  It's  called 

listening  and  understanding.  It  sounds  easy  enough, 

but  good  communications  is  something  we  don't  have  with 
many  insurance  companies.  CNA  is  an  exception.  We  exchange 
ideas  with  everyone  from  their  branch  people  right  on  up  to  the 
top.  CNA  encourages  this  dialogue  so  they  can  respond  with  the 
products  and  services  my  clients  need.  An  insurance  company  that 
wasn't  deeply  committed  to  the  American  Agency  System  simply 
wouldn't  bother." 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 

CNA  Insurance  Companies/CNA  Plaza/Chicago  Illinois  60685 


The  Forbes  Profits  500 


/o 

Cash 

10 

Net 

change 

flow 

Net 

change 

Cash 

Rank 

profits 

over 

flow 

rank 

Rank 

profits 

over 

flow 

1981 

1980 

Company 

|$0()0,000| 

1980 

($000,000) 

1981 

1981 

1980 

Company 

($000,000) 

1980 

($000,0001 

21 

27 

Union  Uu  California 

70  1  A 
/  V  l  .4 

00  3 
LL.o 

i  ft  1 1 

1 ,  ft  l-Z 

25 

ft  1 

QA 

y4 

Hewlett-Packard 

3  l  t  n 
o  1  Z.U 

1 6.0 

485 

22 

26 

R  )  Reynolds  Inds 

7A7  ft 

1  A  C 
14.3 

1  1  7f\ 

1  ,Z  f  U 

31 

82 

79 

Litton  Industries 

31 1.6 

7. 1 

48 1 

23 

23 

Occidental  Petroleum 

711  0 

I  LL.L 

1  A 
1 .0 

i  nAO 
i  ,uoy 

35 

83 

93 

Bristol-Myers 

3nc  u 

lo.U 

SI  L 

24 

41 

General  Tel  &  Elec 

722.0 

51.1 

2,338 

17 

84 

80 

Beatrice  Foods 

304.2 

4.8 

506 

25 

32 

Philip  Morris 

676.2 

17.2 

1,013 

36 

85 

45 

Alcoa 

296.2 

-37.0 

550 

Zo 

oy 

.... 

Halliburton 

A  7  A  3 
O  /  4.o 

7A  ft 

0A4 

yo4 

41 

ftA 

ftft 

Oft 

n      1        11  1 

Rockwell  Intl 

1 0  I  u 

zy  i  .o 

A  1 

4. 1 

426 

27 

24 

Minn  Mining  &  Mfg 

A73  3 

— u.  / 

OQA 

yy4 

37 

87 

99 

vjuii      western  inus 

TO  1  1 

zy  i  .z 

1  3  7 

/ICQ 

28 

29 

Procter  &  Gamble 

AAG  n 

o.y 

07T 

y  /  z 

39 

88 

111 

Norfolk  &  Western  Ry 

OO  1  1 

zy  i .  l 

Zo.Z 

474 

29 

17 

Intl  Tel  &  Tel 

652.0 

-27.2 

2,358 

16 

89 

95 

Armco 

290.4 

8.9 

520 

30 

25 

Union  Carbide 

649.0 

-3.5 

1,172 

32 

90 

36 

Phibro 

289.3 

-38.0 

339 

1  1 

3n 

oU 

Xerox 

CQft  1 

oyft.z 

3  A 
— 0.4 

1  ono 
i  ,yuy 

21 

01 

/ 1 

204 

Cooper  Industries 

1QA  ^ 
Zft4.3 

QA  Q 

y4.u 

3  71 
O/  1 

32 

33 

Sears  Roebuck 

COO  1 

jyZ.  1 

o.z 

1  77U 

i ,  /  /y 

27 

92 

142 

\i  ..I. ii<.  >v,...ii>  i  t»;Ic 
iviiaaie  >outn  utns 

1  ft  1  ^ 
Zo  1  .3 

/I  3  7 

4o.  / 

1  77 

iff 

33 

34 

Caterpillar  Tractor 

3  f  ft .  y 

l  c 
Z.3 

1  ,Uft.O 

34 

93 

115 

Phila  Electric 

1  77  A 

Li  f . 0 

LL.L 

384 

34 

37 

Pacific  Gas  &  Elec 

564.6 

7.6 

694 

62 

94 

109 

Emerson  Electric 

273.3 

15.0 

365 

35 

19 

Dow  Chemical 

564.0 

-29.9 

1,484 

29 

95 

121 

Burlington  Northern 

272.2' 

22.1 

542 

ACl 
4U 

Citicorp 

jo  1  .U 

A  4 
D.4 

ft3ft 

ttott 

46 

g 

Nabisco  Brands 

TAA  3 
Zoo.o 

1  3  /I 
Io.4 

3Aft 

oOo 

37 

72 

International  Paper 

525  0 

67  2 

704 

60 

97 

123 

McDonald  s 

")A4  ft 

1  O  O 
iy.y 

AA7 

38 

58 

American  Express 

r>  i  ft.u 

77  ft 

O  /  .ft 

1  QA  1 

L,y^L 

1 1 

98 

122 

Loews 

Zo4.o 

in  t 
ly.  1 

C  1  £ 

o  lo 

39 

47 

American  Home  Prod 

497.3 

11.5 

586 

77 

99 

92 

Pub  Svc  Elec  &  Gas 

264.1 

-4.1 

603 

40 

38 

Aetna  Life  &  Cas 

491.1 

-3.4 

1,143 

33 

100 

166 

United  Telecom 

261.8 

47.6 

617 

A  1 

AO 

oy 

So  (.  jlil  Edison 

■4-tsy  .y 

C4  7 
04. 0 

C  1  1 
Oil 

100 

km 

1  Vi  1 

1  ^7 

Panhandle  Eastern 

1 A  1  A 
ZO  1 .0 

Al  A 
4Z.4 

3 

OOO 

42 

48 

Coca-Cola 

AH  1  ft 
4ft  1  .ft 

1  4  1 
14. 1 

7DA 
/  UO 

59 

102 

90 

Federated  Dept  Stores 

ICO  c 
Z3B.3 

A  O 

—o.y 

/i  Z.A 
4o4 

43 

31 

Boeing 

A73  n 

4  /  O.U 

1)1 
— Z  1  .Z 

G30 

yoz 

42 

103 

87 

Honeywell 

1  Q  A  3 
Z  DO.o 

Q  ft 
—ft. ft 

c:o  i 
oy  1 

44 

53 

Johnson  &  Johnson 

467.6 

16.7 

723 

58 

104 

98 

General  Foods 

255.4 

-0.2 

360 

45 

54 

United  Technologies 

457.7 

16.3 

763 

53 

105 

230 

Hughes  Tool 

255.2 

93.1 

358 

1  d.0 
i 

,. 

rienuix 

AZ.1  ft 

1  3A  5. 

DZ  r 

95 

106 

116 

i  in- 

Continental  Illinois 

l^A  A 
ZD4.0 

1  1  7 

LL.f 

A  3H 
4oU 

47 

56 

Commonwlth  Edison 

A  AO  O 

44y  .y 

1  7  ft 
1  /  .ft 

7/i  c 

/  4D 

56 

107 

112 

Mfrs  Hanover 

ZjZ.1 

1  f"l  3 
1U.O 

3ftO 
OftU 

48 

66 

Consolidated  Edison 

AAft  n 

3.3  O 

oo.y 

ft  no 
ouy 

47 

108 

114 

Deere 

1C1  n 

Z  j  1  .u 

1U.U 

3on 
oyu 

49 

28 

BankAmerica 

445.4 

-30.8 

974 

38 

109 

119 

Consumers  Power 

247.8 

10.7 

424 

50 

200 

Monsanto 

445.1 

199.1 

806 

49 

110 

135 

Long  Island  Lighting 

247.7 

20.8 

227 

3 1 

oo 

Teledyne 

/M  1  ft 
44  1  .ft 

3fl  C 

30C 

155 

111 
111 

1  OA 

Abbott  Laboratories 

1A7  3 

Z4  1  .o 

1  ^  3 

1  o.o 

33  1 
OO  1 

52 

52 

Westinghouse  Elec 

.4  3ft  n 

4oft.U 

ft  7 

A1 A 

ozo 

70 

112 

133 

Goodyear 

1 A  3  O 
Z4o.y 

i  ft  n 

1  ft.U 

A  77 

4/  / 

53 

191 

Northwest  Industries 

-1IQ  3 

4iy.o 

1  AO  ft 

i  oy .  ft 

Z.1A 
DZ4 

97 

113 

130 

InterNorth 

1A  3  1 
Z4o.  1 

i  a  ft 

14. ft 

^  30 

ooy 

54 

60 

Chase  Manhattan 

412.2 

16.4 

633 

68 

114 

76 

Santa  Fe  Industries 

242.2 

-19.8 

608 

55 

51 

Union  Pacific 

410.7 

1.5 

865 

45 

115 

118 

Continental  Group 

239.9 

7.0 

498 

JO 

ZOO 

I  TV 
LI  V 

/toe:  n 
4Uo.U 

1  OA  7 

l  yo.  / 

AIT 
0 1Z 

73 

1  1  A 
110 

1  A  1 
141 

Houston  Natural  Cas 

1  3ft  7 
Zoft.  / 

0  1  A 
LL.1 

3AA 
OOO 

57 

49 

Merck 

3Qtt  3 

oyo.o 

A  1 

—4. 1 

O4o 

87 

117 

105 

Va  Electric  &  Power 

1  3  7  ft 
Zo  /  .ft 

1  A 
—  1 .0 

AQH 

4yft 

58 

110 

J  C  Penney 

3ftA  ft 
oftO.ft 

aa  n 
00. u 

DO  1 

83 

118 

117 

First  Interstate 

1  3A  1 
ZOO,  1 

4.y 

30Q 

oyy 

59 

50 

American  Brands 

386.1 

-4.8 

412 

144 

119 

68 

Weyerhaeuser 

234.4 

-27.1 

680 

60 

63 

Eli  Lilly 

374.5 

9.5 

482 

109 

120 

151 

Detroit  Edison 

234.4 

24.3 

404 

Al 

.  .    ..  . 
SmitnKline  Beckman 

3  7n  n 
o  /U.U 

ir\  i 

ZU.  1 

Al  3 
4Zo 

141 

1  1  1 

1Z1 

1  30 

loz 

Natomas 

1  21 
ZoZ.3 

1  1  A 

Z.1  7 

oZ  / 

62 

61 

American  Elec  Power 

3Aft  3 

ooft.o 

tZ  7 
pi/ 

700 

fyy 

50 

122 

164 

Penn  Power  &  Light 

1  3  1  7 

Zo  1 .  / 

1  ft  O 

zft.y 

1  3  1 

lol 

63 

86 

rev 

3A7  7 

in  a 

oU.O 

ftHA 
ftUO 

48 

123 

44 

&  MAY 

1  3H  ft 
ZoU.ft 

c.n  o 
— ou.y 

A7A 

64 

83 

W  R  Grace 

361.3 

27.3 

633 

69 

124 

129 

TRW 

228.8 

8.0 

488 

65 

67 

Superior  Oil 

361.3 

8.0 

919 

43 

125 

221 

Warner  Commun 

226.5 

65.2 

275 

uu 

oy 

i 

Travelers 

3  CO  A 

1  7 

— 1;/ 

1  ft  1  7 

L  ,<S  L  I 

24 

1  OA 
1ZO 

1  1  0 

ziy 

i 

Baker  International 

1 1  M 

ZZO.U 

AO  3 
OZ.o 

3  30 

ooy 

67 

77 

Texas  Utilities 

2  CO  /I 

ooy. 4 

ZU.  / 

41U 

145 

127 

138 

Florida  Power  &  Lt 

11 A  1 
ZZ4. 1 

1  3  n 
lo.U 

CO  ft 
oZft 

68 

81 

Aiiieu  corp 

o4ft.U 

ZU.4 

AQ  A 

oft4 

64 

128 

74 

Pennzoil 

111  A 
ZZ1 .0 

1  ft  0 
—Zo.Z 

C  30 

ooy 

69 

64 

J  P  Morgan 

347.7 

1.7 

453 

125 

129 

100 

Pfizer 

221.3 

-13.1 

325 

70 

55 

Dart  &  Kraft 

347.5 

-9.3 

645 

67 

130 

107 

Transamerica 

220.7 

-7.8 

685 

71 

85 

American  lntl  Crroup 

1A  C  1 
O40.O 

ZZ.4 

7  A 

'  55 

131 

182 

U  1 

Niagara  Mohawk  Pwr 

i  in  a 

zzu.o 

3£  7 

OO.  / 

3flft 
OUo 

72 

102 

Digital  Equipment 

2/1  3  3 

o4o.o 

37  /I 

oV.4 

123 

132 

124 

Texas  Eastern 

Tin  /, 
ZZU.O 

n  a 
U.4 

CftO 
oftZ 

73 

73 

Duke  Power 

3  3/£  3 
OOO.O 

O  1 
ft.  1 

4y?S 

102 

133 

97 

K  mart 

i  in  3 
ZZU.O 

-Ij.j 

dAn 

40U 

74 

78 

PepsiCo 

333.5 

14.3 

580 

80 

134 

106 

Avon  Products 

219.9 

-8.9 

258 

75 

■ 

General  Motors 

333.4 

D-P 

4,594 

4 

135 

139 

CPC  International 

218.4 

10.6 

290 

76 

62 

Southern  Company 

326.0 

-5.4 

971 

40 

136 

169 

Anheuser-Busch  Cos 

217.4 

26.5 

436 

77 

84 

Raytheon 

324.0 

14.8 

493 

105 

137 

156 

Houston  Industries 

216.4 

17.6 

464 

78 

96 

Dresser  Industries 

316.6 

21.3 

465 

117 

138 

178 

Utd  Energy  Resources 

215.7 

30.4 

383 

79 

175 

NL  Industries 

316.0 

88.5 

459 

121 

139 

174 

Signal  Companies 

214.0 

27.6 

409 

80 

91 

Sperry 

313.0 

13.0 

533 

92 

140 

35 

Amerada  Hess 

212.6 

-60.7 

749 

Not  on  500  list  in  -1980.    D-P:  deficit  to  profit 
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FORBES,  MAY 


AMF  REPORTS 


OUR  RRTIO  OF  TOTRL  DEBT  TO  EQUITY  HRS  BEEN  CUT 
RLMOST IN HRLF OVER THE PRST FIVE YERRS. 


RMFtoday  is  a  companylolook  at  for  tomorrow.  R  world- 
wide industrial  technology  and  leisure  products  company, 
•flefocused.  Restructured.  Ready  to  take  advantage  of  every 
^opportunity  the  80s  have  to  offer  in  these  high  grouuth  poten- 
tial areas.  R  company  whose  carefully  planned  strategy  for 
continuing  grouuth  has  already  been  proven  over  the  past 
five  years.  In  those  years,  our  debt  decreased  from  $260.6 
million  to  $181.3  million  while  our  equity  over  the  same  period 
greuj  from  $362.1  million  to  $M5LI.8  million.  ; 

Take  a  look  at  our  latest  Rnnual  Report  and  our  overall 
performance  for  this  past  year,  and  you'll  see  why  the  future 
looks  so  promising  at  RMFtoday.  For  more  information,  write 
RMF  Inc..  777  Westchester  Rve..  LUhite  Plains.  N.Y.  1060M. 

MaMn^mB  ©  RMF  Incorporated.  f982 


AND  YOU  THOUGHT 
ALL  WE  MADE  WERE  WEEKENDS. 


"INFORMANIAT 

If  s  having  weekly  reports 

in  a  business  that 
changes  minute  to  minute, 


You're  responsible. 

You  decide,  make  the  policy,  spend  the  money,  and  reap  the 
rewards. 

Or  suffer  the  consequences. 

Yours  is  not  a  leisurely  business,  either.  Markets  change  almost 
as  fast  as  minds  can  think. 

So  when  you're  told  "we  sold  40,000,"  but  nobody  can  tell  you  if 
that's  units  or  dollars,  it  isn't  surprising  that  there's  a  sudden  ringing  in 
your  ears. 

That's  "Mormania." 

The  solution  is  information.  The  right  information.  In  the  right 
form.  For  the  right  people  in  the  right  place  and  time. 

Burroughs  can  help.  Because  we  know  how  to  manage 
information.  We've  put  95  years  of  thought  and  experience  into  it.  We 
offer  a  comprehensive  solution  to  the  problem  of  "Inforrnania." 

Our  computers  and  office  automation  systems  can  help  you 
collect,  compose,  analyze,  store,  recall,  reformulate  and  distribute 
information. 

So  that  you  will  know.  Minute  by  minute. 

When  "Informania"  strikes,  the  answer  is  Burroughs.  Write  for 
our  brochure:  Burroughs  Corporation,  Dept.  FB-18,  Burroughs  Place, 
Detroit,  Michigan  48232. 


Building  on  strength 


The  Forbes  Profits  500 


% 

Cash 

% 

Net 

change 

Cash 

flow 

Net 

change 

Cash 

Rank 

profits 

over 

flow 

rank 

Rank 

profits 

over 

flow 

1981 

1980 

Company 

($000,000) 

1980 

($000,000) 

1981 

1981 

1980 

Company 

($000,000) 

1980 

($000,000) 

141 

161 

Southern  Railway 

212.1 

17.2 

432  ' 

135 

201 

199 

Owens-Illinois 

154.1 

3.2 

339 

142 

131 

PPG  Industries 

211.2 

1.0 

399 

154 

202 

206 

Intl  Minerals  &  Chem 

153.8 

5.4 

334 

143 

158 

Kerr-McGee 

211.1 

15.9 

525 

96 

203 

256 

Consol  Natural  Gas 

151.8 

28.1 

328 

144 

252 

Bethlehem  Steel 

210.9 

74.3 

580 

79 

204 

347 

Textron 

151.8 

76.3 

200 

145 

168 

Colgate-Palmolive 

208.4 

20.3 

292 

210 

205 

247 

Public  Service  Ind 

151.6 

23.6 

228 

146 

101 

NCR 

208.2 

-18.2 

659 

66 

206 

260 

Gulf  States  Utils 

150.9 

28.8 

214 

147 

160 

Security  Pacific 

206.4 

13.9 

402 

150 

207 

234 

Baxter  Travenol  Labs 

150.6 

17.3 

222 

148 

155 

Kellogg 

205.4 

11.1 

265 

236 

208 

217 

Times  Mirror 

150.3 

8.0 

266 

149 

167 

Chemical  New  York 

205.2 

18.3 

329 

186 

209 

222 

Stauffer  Chemical 

149.9 

9.8 

306 

150 

159 

Kimberly-Clark 

204.7 

12.6 

308 

201 

210 

216 

Baltimore  Gas  &  Elec 

149.7 

7.4 

315 

151 

154 

Central  &  South  West 

204.5 

10.5 

448 

127 

211 

362 

Burroughs 

148.9 

81.7 

733 

152 

183 

Carolina  Pwr  &  Lt 

203.6 

26.2 

439 

131 

212 

211 

Time  Inc 

148.8 

5.4 

292 

153 

146 

Continental  Corp 

203.5 

5.7 

320 

193 

213 

263 

Combustion  Eng 

147.3 

26.3 

266 

154 

136 

Merrill  Lynch 

202.9 

-0.2 

278 

220 

214 

■ 

El  Paso 

147.3 

D-P 

433 

155 

152 

Martin  Marietta 

200.1 

6.3 

465 

116 

215 

259 

InterFirst 

146.7 

24.4 

220 

156 

208 

Arizona  Public  Serv 

197.4 

37.8 

225 

267 

216 

249 

Amer  Hospital  Supply 

146.6 

20.0 

202 

157 

187 

American  Cyanamid 

197.1 

23.8 

375 

164 

217 

320 

Delta  Air  Lines 

146.5 

57.2 

401 

158 

198 

ENSERCH 

197.0 

31.2 

326 

190 

218 

205 

Amer  Broadcasting 

146.3 

0.0 

205 

159 

173 

General  Mills 

196.6 

15.6 

318 

194 

219 

163 

Louisiana  Land 

145.2 

-19.4 

452 

160 

170 

Columbia  Gas  System 

195.5 

14.5 

562 

82 

220 

250 

Celanese 

144.0 

18.0 

385 

161 

177 

Missouri  Pacific 

194.3 

17.0 

410 

146 

221 

246 

Continental  Tel 

143.9 

17.0 

433 

162 

186 

Ingersoll-Rand 

193.3 

20.6 

281 

218 

222 

213 

Household  Intl 

142.2 

0.9 

387 

163 

212 

Texas  Oil  &  Gas 

191.9 

36.0 

442 

129 

223 

237 

Consolidated  Foods 

140.3 

9.9 

275 

164 

■ 

Republic  Steel 

190.1 

272.8 

344 

177 

224 

254 

Transco  Companies 

140.1 

16.5 

539 

165 

127 

Bankers  Trust  NY 

188.0 

-12.1 

263 

237 

225 

210 

FMC 

139.5 

-2.2 

472 

166 

225 

Ohio  Edison 

183.0 

35.4 

273 

226 

226 

258 

Amer  Nat  Resources 

138.1 

30.4 

472 

167 

172 

Upjohn 

181.8 

6.7 

234 

260 

227 

301 

Texas  Commerce  Bshs 

137.5 

35.5 

226 

168 

108 

Schering-Plough 

179.3 

-25.1 

241 

252 

228 

280 

Holiday  Inns 

137.4 

26.9 

292 

169 

171 

St  Regis  Paper 

179.2 

5.1 

303 

205 

229 

295 

National  Distillers 

136.7 

32.3 

180 

170 

194 

General  Re 

177.5 

15.0 

420 

142 

230 

269 

Hercules 

136.5 

19.7 

277 

171 

207 

McDonnell  Douglas 

176.6 

22.2 

316 

196 

231 

268 

Melville 

136.1 

18.7 

207 

172 

184 

Crum  &  Forster 

176.2 

9.2 

270 

231 

232 

257 

Greyhound 

135.1 

16.4 

341 

173 

264 

Archer  Danls  Midland 

176.0 

51.8 

254 

243 

233 

232 

AMP 

134.8 

2.7 

200 

174 

153 

Motorola 

175.0 

-6.0 

357 

1 74 

234 

253 

IC  Industries 

134.4 

11.4 

331 

175 

147 

Revlon 

174.8 

-9.2 

252 

244 

235 

228 

Scott  Paper 

133.3 

-0.1 

271 

176 

181 

Ralston  Purina 

174.8 

7.2 

293 

209 

236 

372 

Smith  International 

133.1 

68.3 

191 

177 

215 

SONAT 

173.7 

24.5 

357 

175 

237 

103 

Kaiser  Alum  &  Chem 

132.9 

-46.3 

21 1 

178 

203 

Dayton-Hudson 

173.4 

18.2 

287 

216 

238 

189 

Lincoln  National 

132.7 

-15.3 

791 

179 

196 

Gannett 

172.5 

13.5 

252 

245 

239 

294 

Allegheny  Power 

132.5 

27.7 

235 

180 

120 

Levi  Strauss 

172.3 

-23.0 

219 

276 

240 

315 

Texas  Gas  Transmn 

130.9 

37.7 

305 

181 

192 

Carnation 

172.3 

11.3 

219 

275 

241 

245 

Sterling  Drug 

130.3 

5.6 

170 

182 

239 

Borg-Warner 

172.1 

36.5 

260 

239 

242 

226 

Campbell  Soup 

129.7 

-3.6 

216 

183 

273 

Tandy 

169.6 

51.1 

201 

295 

243 

■ 

Firestone 

129.0 

D-P 

346 

184 

176 

Amer  Genl  Insurance 

169.0 

1.0 

768 

52 

244 

335 

First  City  Bancorp 

129.0 

44.8 

181 

185 

179 

Union  Camp 

168.9 

2.3 

301 

206 

245 

317 

Kroger 

128.0 

35.7 

255 

186 

319 

Penn  Central 

168.7 

80.2 

390 

158 

246 

277 

No  States  Power 

127.6 

14.6 

293 

187 

113 

USF&G 

168.6 

-26.2 

911 

44 

247 

270 

Illinois  Power 

127.4 

12.2 

170 

188 

190 

Southern  Pacific 

167.7 

7.6 

424 

140 

248 

■ 

Consol  Freightways 

127.0 

203.1 

1 19 

189 

227 

Pacific  Pwr  &  Lt 

167.5 

25.2 

328 

188 

249 

262 

May  Dept  Stores 

126.2 

7.9 

223 

190 

209 

H  J  Heinz 

167.5 

17.2 

243 

250 

250 

266 

Air  Prods  &  Chems 

126.0 

9.1 

307 

191 

213 

Control  Data 

167.3 

18.7 

432 

136 

251 

299 

Whirlpool 

125.6 

23.5 

160 

192 

144 

CBS 

163.8 

-15.1 

251 

246 

252 

229 

NLT 

124.5 

-6.4 

317 

193 

197 

Murphy  Oil 

163.0 

8.3 

579 

81 

253 

244 

Gillette 

124.3 

0.3 

218 

194 

104 

Georgia-Pacific 

160.0 

-34.4 

555 

84 

254 

143 

General  Dynamics 

124.1 

-36.4 

336 

195 

201 

Borden 

159.9 

8.2 

289 

214 

255 

251 

Wells  Fargo 

124.0 

1.7 

219 

196 

278 

St  Paul  Companies 

159.4 

44.4 

391 

156 

256 

302 

NICOR 

123.3 

21.6 

322 

197 

202 

Freeport-McMoran 

159.4 

8.1 

374 

165 

257 

282 

Pacific  Lighting 

123.1 

15.0 

196 

198 

231 

Fluor 

159.2 

20.7 

272 

227 

258 

224 

Walt  Disney 

121.5 

-10.1 

225 

199 

193 

Union  Electric 

157.1 

1.5 

169 

346 

259 

297 

Dun  &  Bradstreet 

121.5 

18.2 

155 

200 

240 

Cleveland  Elec  Ilium 

155.7 

24.2 

238 

255 

260 

137 

Diamond  Shamrock 

121.3 

-39.7 

463 

Not  on  500  list  in  1980    D-P:  deficit  to  profit 
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FORBES,  MAY  10, 


ENERGY 

UPCATE 


News  on  the  critical  role  of  gas  energy 
in  meeting  America's  energy  needs— today  and  tomorrow. 


Western  Nations 
Choose  the  Gas  Option. 

An  energy-use  study  conducted  among  Western 
nations  belonging  totheOrganization  forEconomic 
Cooperation  and  Development  (OECD)  notes  a 
determined  shift  away  from  the  use  of  oil  as  a  major 
fuel  and  a  substantial  increase  in  the  use  of  gas  as 
an  alternative.  Overall  gas  consumption  increased 
in  16  of  17  member  nations  under  study  between 
1974  and  1978.  Of  those  nations,  10  also  reduced  oil 
imports.  The  United  States  was  the  only  nation  not 
reporting  an  increase  in  gas  use  during  those  years. 
However,  between  1978  and  1980,  U.S.  oil-to-gas 
home  heating  conversions  tripled!  As  energy  prices 
rise,  more  nations  are  choosing 
clean,  efficient  gas  energy  as  the 
most  logical  energy  option. 


New  Generation  of  Gas  Heating  Equipment 
Increases  Gas  Efficiency. 

A  new  generation  of  ultra-efficient  gas  heating  equipment  now  on  the  market 
helps  make  America's  most  efficient  energy  system  even  more  efficient.  Produc- 
ing more  heat  from  the  gas  they  use,  these  innovative  designs  show  efficiency 
ratings  up  to  50%  higher  than  conventional  gas  heating  equipment— a  signifi- 
cant savings  for  residential  consumers. 

A  new  design  utilizing  the  pulse  combustion  principle  provides  gas  heating 
units  with  the  highest  seasonal  efficiencies  ever  achieved,  and  without  pilot 
light,  burner  or  chimney.  Another  reason  why  gas— America's  #1  heating  sys- 
tem—will remain  the  best  energy  value. 

Large-Scale  Coal  Gasification  Begins 
in  North  Dakota. 

Supplemental  sources  of  gas- 
like  gas  from  coal— are  impor- 
tant to  America's  energy 


future.  The  nation's  first 
commercial-scale  coal 
gasification  project 
is  now  under  con- 
struction in 
Mercer  County, 
North  Dakota. 
Designed  to  convert 
14,000  tons  of  local 
lignite  coal  into  approxi- 
mately 125  million  cubic 
feet  of  synthetic  natural  gas  per  day,  this  project  will  provide  enough 
energy  to  heat  half  a  million  homes  a  year.  In  addition  to  providing 
valuable  economic, environmental  and  technical  data  for  future  coal 
gasification  projects,  the  North  Dakota  project  demonstrates  our 
nation's  commitment  to  reducing  its  dependence  on  foreign  energy. 
Gasification  is  the  most  efficient  and  environmentally  desirable  way 
to  utilize  our  nation's  vast  coal  reserves. 


Gas  Energy  Discovered  at  the  1982  World's  Fair. 

The  1982  World's  Fair  in  Knoxville,  Tennessee— the  first  ever  dedi- 
cated to  the  theme  of  energy— shows  that  we  must  look  to  a  mix 
of  energy  sources  to  carry  us  into  the  21st  century  and  beyond. 
The  Gas  Energy  Pavilion  at  the  Fair  is  a  symbol  of  the  critical  role 
this  clean,  environmentally  superior  fuel  will  play  in  our  energy 
future.  For  good  reasons:  Newly  designed  fuel-saving  gas  appli- 
ances and  equipment  make  the  gas  system  more  efficient  than 
ever.  Supplies  are  plentiful— at  current  rates  of  consumption, 
world  gas  reserves  will  outiast  oil  reserves  by  decades.  And  the 
development  of  new  supplemental  sources  can  extend  gas  sup- 
plies even  further.  Clean,  efficient  gas  energy— it's  the  bright  spot 
in  our  energy  future. 

Gas:  The  future  belongs  to  the  efficient. 

For  more  information  write  to  American  Gas  Association.  Dept  33-  DD.  1515  Wilson  Blvd  .  Arlington,  Va  22209  c  1981 


The  Forbes  Profits  500 


% 

Cash 

% 

Net 

change 

Cash 

flow 

Net 

change 

Cash 

Rank 

profits 

over 

flow 

rank 

Rank 

profits 

over 

flow 

1981 

1980 

Company 

($000,000) 

1980 

($000,000) 

1981 

1981 

1980 

Company 

($000,000) 

1980 

($000,000) 

261 

304 

Marsh  &  McLennan 

120.1 

19.2 

131  • 

404 

321 

339 

Westvaco 

100.8 

14.7 

193 

262 

223 

Boise  Cascade 

120.1 

-11.9 

274 

225 

322 

354 

Public  Service  Colo 

100.8 

18.5 

196 

263 

341 

Republic  of  Texas 

120.0 

38.2 

157 

362 

323 

322 

Knight-Ridder  News 

100.4 

8.1 

147 

264 

283 

Farmers  Group 

1 19.8 

12.1 

201 

294 

324 

313 

Combined  Internatl 

100.2 

4.8 

248 

265 

296 

R  H  Macy 

119.6 

16.1 

170 

344 

325 

271 

Northwest  Bancorp 

100.1 

-11.8 

161 

266 

287 

Pillsbury 

119.6 

14.2 

227 

264 

326 

327 

Jefferson-Pilot 

100.0 

8.8 

162 

267 

443 

First  Chicago 

118.7 

88.4 

236 

256 

327 

■ 

Cummins  Engine 

100.0 

D-P 

186 

268 

298 

First  Natl  Boston 

118.6 

16.1 

178 

332 

328 

334 

Capital  Holding 

99.4 

11.0 

404 

269 

243 

Interco 

118.6 

-4.6 

164 

352 

329 

392 

Petrolane 

99.3 

34.1 

178 

270 

291 

General  Signal 

117.1 

12.4 

148 

386 

330 

340 

Kidde 

99.2 

13.5 

154 

271 

312 

Dana 

115.6 

20.8 

173 

339 

331 

345 

USLIFE 

98.5 

14.0 

315 

272 

272 

Mellon  National 

115.5 

2.7 

202 

291 

332 

344 

McGraw-Hill 

98.1 

13.6 

126 

273 

288 

City  Investing 

115.4 

10.4 

483 

108 

333 

267 

Corning  Glass  Works 

97.4 

-15.1 

151 

274 

364 

Burlington  Inds 

115.3 

41.8 

235 

257 

334 

438 

Valero  Energy 

97.3 

51.5 

153 

275 

303 

Mitchell  Enrgy  &  Dev 

115.2 

14.3 

624 

71 

335 

352 

Irving  Bank 

97.0 

13.7 

167 

276 

314 

Mesa  Petroleum 

115.0 

20.8 

277 

222 

336 

248 

MAPCO 

96.9 

-20.8 

194 

277 

305 

Chesebrough-Pond's 

114.8 

14.6 

154 

371 

337 

275 

First  Bank  System 

96.8 

-13.6 

177 

278 

255 

Safeway  Stores 

114.6 

-4.0 

367 

169 

338 

■ 

Puget  Sound  Pwr  &  Lt 

96.7 

88.0 

109 

279 

284 

Utah  Power  &  Light 

113.3 

6.4 

187 

314 

339 

395 

Dover 

96.1 

31.3 

122 

280 

285 

Hilton  Hotels 

112.6 

6.1 

141 

391 

340 

397 

Gould 

95.7 

32.0 

159 

281 

346 

Portland  Genl  Elec 

112.3 

30.3 

214 

283 

341 

330 

Lucky  Stores 

95.5 

5.5 

218 

282 

407 

Rowan  Companies 

111.8 

57.1 

188 

313 

342 

326 

Winn-Dixie  Stores 

95.4 

3.7 

185 

283 

188 

American  Standard 

111.5 

-28.9 

199 

298 

343 

336 

Northeast  Utilities 

95.1 

7.2 

257 

284 

238 

Squibb 

111.3 

-12.6 

169 

345 

344 

342 

Norton 

95.0 

9.6 

1 13 

285 

366 

Hospital  Corp  of  Am 

111.1 

37.2 

248 

248 

345 

374 

Sundstrand 

95.0 

20.4 

154 

286 

■ 

Genl  Tire  &  Rubber 

110.9 

172.0 

112 

436 

346 

306 

Gt  Northern  Nekoosa 

95.0 

-4.2 

184 

287 

329 

Pioneer 

110.2 

21.7 

207 

287 

347 

380 

Southland 

94.2 

21.3 

205 

288 

195 

Cabot 

110.2 

-27.9 

187 

315 

348 

435 

Dayton  Power  &  Light 

94.0 

45.1 

126 

289 

■ 

San  Diego  Gas  &  Elec 

110.2 

111.7 

174 

338 

349 

43 

Esmark 

93.8 

-80.1 

141 

290 

377 

Cameron  Iron  Works 

110.0 

40.6 

149 

384 

350 

401 

Reading  &  Bates 

93.4 

30.0 

144 

291 

281 

Safeco 

109.8 

2.3 

221 

273 

351 

437 

Humana 

93.2 

44.2 

177 

292 

292 

Potomac  Elec  Power 

109.7 

5.4 

221 

272 

352 

318 

Rohm  &  Haas 

93.1 

-0.7 

198 

293 

307 

Colt  Industries 

109.6 

12.1 

198 

299 

353 

■ 

Olin 

92.8 

173.6 

225 

294 

218 

Williams  Companies 

109.5 

-21.0 

262 

238 

354 

276 

Lubfizol 

92.0 

-17.5 

131 

295 

379 

So  New  England  Tel 

109.0 

40.1 

270 

230 

355 

453 

GEICO 

91.6 

53.6 

116 

296 

321 

Duquesne  Light 

108.9 

17.1 

187 

317 

356 

446 

B  F  Goodrich 

91.4 

48.1 

227 

297 

343 

Big  Three  Industries 

108  9 

25.7 

194 

307 

357 

478 

Wheelabrator-Frye 

91.4 

65.2 

97 

298 

378 

Belco  Petroleum 

108.8 

39.6 

183 

323 

358 

384 

New  England  Electric 

91.0 

19.2 

181 

299 

■ 

Midcon 

108.7 

4.8 

327 

189 

359 

333 

Ethyl 

90.9 

1.3 

179 

300 

128 

Texas  Instruments 

108.5 

-48.9 

442 

130 

360 

134 

Ashland  Oil 

90.0 

-56.1 

266 

301 

405 

Public  Service  N  M 

108.0 

51.1 

120 

423 

361 

420 

General  Instrument 

90.0 

32.1 

140 

302 

338 

N  Y  State  Elec  &  Gas 

107.8 

22.2 

156 

364 

362 

241 

MCA 

89.8 

-28.4 

178 

303 

233 

Mead 

106.9 

-16.9 

196 

304 

363 

458 

Tucson  Electric  Pwr 

89.8 

53.8 

149 

304 

337 

McDermott 

106.7 

20.7 

289 

215 

364 

376 

Gulf  United 

89.0 

13.4 

211 

305 

393 

A  E  Staley  Mfg 

105.8 

43.4 

158 

360 

365 

373 

Overseas  Shipholding 

88.5 

11.9 

122 

306 

360 

Wisconsin  Elec  Pwr 

105.5 

27.9 

235 

258 

366 

382 

Heublein 

88.4 

14.2 

131 

307 

310 

Quaker  Oats 

105.2 

9.1 

184 

321 

367 

355 

Allied  Stores 

88.3 

5.3 

155 

308 

351 

G  D  Searle 

104.9 

22.9 

272 

228 

368 

383 

Masco 

88.3 

14.4 

120 

309 

325 

Central  Tel  &  Utils 

104.5 

12.9 

280 

219 

369 

452 

Joy  Manufacturing 

87.8 

47.1 

124 

310 

389 

North  Amer  Philips 

104.0 

39.6 

193 

309 

370 

394 

Arkla 

87.6 

19.2 

171 

311 

370 

Harris  Corp 

104.0 

30.5 

196 

303 

371 

■ 

Centl  Louisiana  Engy 

86.7 

36.6 

141 

312 

242 

Norton  Simon 

103.7 

-16.9 

153 

374 

372 

162 

Reynolds  Metals 

86.7 

-51.9 

233 

313 

286 

Chubb 

103.5 

-1.8 

180 

328 

373 

400 

Marriott 

86.1 

19.6 

187 

314 

358 

Square  D 

102.8 

23.8 

144 

390 

374 

356 

National  Steel 

86.1 

2.8 

286 

315 

421 

Florida  Power 

102.6 

50.8 

241 

253 

375 

■ 

Curtiss-Wright 

85.3 

114.6 

88 

316 

332 

Cincinnati  G  &  E 

102.5 

13.9 

137 

397 

376 

365 

PACCAR 

85.1 

5.0 

92 

317 

473 

Jewel  Companies 

101.7 

81.9 

154 

370 

377 

417 

CBI  Industries 

84.2 

22.9 

162 

318 

■ 

Western  Co  No  Amer 

101.4 

93.9 

180 

327 

378 

■ 

McGraw-Edison 

84.1 

65.0 

154 

319 

180 

Champion  Intl 

101.4 

-38.2 

309 

199 

379 

481 

Waste  Management 

84.0 

53.2 

156 

320 

324 

Tim  ken 

101.1 

9.2 

180 

329 

380 

390 

Richardson-Vicks 

83.2 

11.7 

104 

Not  on  500  list  in  19H0    D-P:  deficit  to  profit 
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FORBES,  MAY  10' 


One  Of  The  Original  Functions 
Of  Government  Was  To  Be  A 
Friend  Of  Business.  Virginia's 
Government  Still  Is. 


The  system  into  which  the  United 
States  wished  to  go  was  that  of  freeing 
commerce  from  every  shackle. 

Thomas  Jefferson 

It's  not  surprising  that  Virginia 
delegates  made  the  original  proposal 
declaring  independence  for  the  13 
colonies.  Nor  is  it  surprising  that 
one  of  their  commitments  was  to 
the  well-being  of  American  industry. 

For  regardless  of  the  changing 
attitudes  of  other  states,  our  policy 
towards  business  hasn't  wavered 
a  whit  over  the  last  200  years. 

We  believe  in  a  balanced  state 
budget. We've  managed  our  affairs 
well  enough  to  have  earned  an 
AAA  bond  rating. 

Virginia  also  strongly  enforces 


a  right  to  work  law.  As  proof,  the 
percentage  of  nonagricultural  work 
time  lost  in  Virginia  due  to  strikes 
is  11  percent  below  the  national 
average.  And  nearly  one-third  less 
than  the  U.S.  average  for  manu- 
facturing work  time  lost. 

What's  more,  the  average  Vir- 
ginian pays  about  13  percent  less 
in  total  state  and  local  taxes  than 
do  Americans  as  a  whole.  Yet 
public  services  in  the  state  are  still 
excellent. 

But  perhaps  it's  the  spirit  of  our 
relationship  with  business  that's 
more  important. Virginia's  state  and 
local  governments  are  quite  respon- 
sive to  business  with  agencies, 
officials  and  legislators  working 
together  to  solve  problems,  answer 


business  questions  and  to  provide 
a  host  of  state  services. 

We  do  all  this  simply  because 
we  want  the  businesses  that  come 
here  to  work  in  Virginia  to  stay 
here  in  Virginia. 

If  you'd  like  more  details  on  the 
business  climate  of  Virginia,  and 
if  you'd  like  the  kind  of  welcome 
Mr.  Jefferson  would  have  offered, 
just  contact:  Director  of  the 
Virginia  Division  of  Industrial 
Development,  Commonwealth  of 
Virginia,  Dept.  F  3  ,  1000  Wash- 
ington Building,  Richmond,  VA 
23219.  Telephone  (804)  786-3791. 


Virginia 


The  Forbes  Profits  500 


% 

Cash 

% 

Net 

change 

Cash 

flow 

Net 

change 

Cash 

Rank 

profits 

over 

flow 

rank 

Rank 

profits 

over 

flow 

198 1 

1980 

Company 

|$000,000) 

1980 

($000,000) 

1981 

1 98 1 

1980 

Company 

($000,000) 

1980 

($000,000) 

381 

425 

Toledo  Edison 

83.1 

23.8 

107  ' 

442 

441 

403 

Avnet 

68.0 

-5.2 

79 

382 

416 

Fort  Howard  Paper 

83.1 

20.9 

124 

414 

AA1 
***#z 

40Z 

Republic  New  York 

67.9 

17.5 

94 

383 

439 

So  Carolina  E  &  G 

82.9 

30.1 

114 

433 

AA"X 

AftQ 

Pogo  Producing 

67.7 

25.4 

188 

384 

475 

Wal-Mart  Stores 

82.8 

48.7 

1 1/ 
116 

432 

AAA 

* 

Brown-Forman  Dist 

67.2 

33.5 

76 

385 

■ 

Storage  Technology 

82.4 

81.5 

158 

1A1 

445 

Brunswick 

66.8 

179.0 

120 

386 

265 

Eaton 

82.4 

-28.9 

190 

311 

446 

■ 

SEDCO 

66.4 

72.1 

139 

387 

185 

F  W  Woolworth 

81.9 

-49.1 

153 

377 

447 
44/ 

44  1 
441 

Intl  Flavors  &  Frag 

66.1 

4.6 

78 

1 0  Q 

H 

Zapata 

81.7 

87.4 

179 

331 

448 

g 

Kansas  Gas  &  Elec 

66.0 

25.9 

49 

389 

494 

Bally  Manufacturing 

81.7 

52.8 

129 

405 

440 
44" 

Rochester  Gas  &  Elec 

65.8 

50.6 

128 

390 

472 

Marine  Midland  Bks 

81.3 

45.4 

172 

1AO 
o4U 

43U 

11  1 

JO  1 

Black  &  Decker 

65.7 

-27.1 

122 

391 

398 

Nalco  Chemical 

81.2 

12.4 

99 

464 

451 

391 

NBD  Bancorp 

65.2 

-12.4 

106 

392 

140 

Newmont  Mining 

81.0 

-59.0 

152 

378 

4£9 
43Z 

4^0 

Ogden 

65.1 

11.7 

159 

ifi 

■ 

Allegheny  Intl 

81.0 

76.5 

79 

487 

4^1 

1GA 
070 

Crown  Cork  &  Seal 

64.8 

-11.5 

107 

j  <i  1 

a  no. 
4Uo 

Capital  Cities  Comm 

80.5 

13.8 

108 

441 

4^4 
434 

477 
4  /  1 

Super  Valu  Stores 

64.7 

16.5 

103 

JVD 

A  A  £ 
443 

Hershey  Foods 

80.4 

29.5 

119 

A17 

4-Z  / 

4^ 
433 

American  Stores 

64.6 

25.2 

152 

396 

■ 

Noble  Affiliates 

80.3 

63.2 

167 

347 

456 

463 

U  S  Bancorp 

64.5 

12.1 

105 

5"/ 

901 

Tesoro  Petroleum 

80.2 

-22.9 

157 

363 

4^7 

43/ 

Aft.7 
4o  / 

Alleghany 

64.4 

18.7 

400 

jVo 

ODO 

Tektronix 

80.2 

-5.8 

122 

420 

430 

AftCi 
4oj 

Fairchild  Industries 

64.3 

17.9 

95 

1QQ 

•oyy 

No  Indiana  Pub  Svc 

80. 1 

1 1  .U 

213 

281 

4^0 
43  / 

434 

Foster  Wheeler 

64.3 

8.3 

73 

Kin 

4UU 

1^7 

Kemper 

80.0 

-3.8 

697 

A1 

4uU 

471 
4/1 

Parker-Hannifin 

64.1 

14.4 

96 

401 

■ 

Global  Marine 

79.8 

77.8 

166 

350 

461 

404 

Kaneb  Services 

63.9 

-6.0 

107 

4UZ 

4VZ 

Baldwin-United 

79.3 

47.8 

1,551 

28 

4A9 
4uZ 

Southwestern  Pub  Svc 

63.8 

37.1 

99 

4U3 

4  1 J 

Kansas  City  Pwr  &  Lt 

79.1 

15.2 

107 

443 

4A1 
403 

403 

Pioneer  Hi-Bred  Intl 

63.5 

10.8 

73 

in  i 

4U4 

411 

Oklahoma  Gas  &  Elec 

79.0 

21.1 

187 

316 

4A4 
404 

Mercantile  Texas 

63.0 

32.5 

93 

4U3 

414 

R  R  Donnelley  &  Sons 

79.0 

14.6 

148 

1  QZ. 

4A^ 
403 

Allied  Bancshares 

62.9 

68.7 

92 

406 

■ 

Parker  Drilling 

79.0 

98.5 

153 

376 

466 

311 

Crocker  National 

62.9 

-34.3 

166 

A  Cil 

411/ 

/t  9  O 

4zy 

Provident  Life  &  Acc 

78.9 

18.3 

201 

293 

4/i7 
40/ 

Centex 

62.4 

85.5 

103 

4U5 

ooy 

E  F  Hutton  Group 

78.8 

-4.6 

152 

380 

408 

1  03 

IU  International 

62.3 

-65.3 

128 

/ino 

4U" 

4  1  3 
41a 

Jack  Eckerd 

78.5 

13.4 

104 

451 

4A0 
40  V 

* 

Montana  Power 

62.0 

44.0 

103 

din 

41U 

4  1  n 
4 1U 

Vulcan  Materials 

78.2 

12.0 

136 

070 

47H 
4/  U 

Culbro 

62.0 

1,010.9 

98 

411 

418 

Perkin-Elmer 

78.1 

14.5 

104 

452 

471 

466 

White  Consolidated 

62.0 

8.8 

98 

419 
41Z 

Wang  Laboratories 

78.1 

49.8 

134 

399 

479 
4/  Z 

Central  III  Pub  Svc 

61.8 

19.1 

119 

411 
41  j 

4  1  9 
41  Z 

Ohio  Casualty 

77.7 

11.7 

120 

425 

471 
4/3 

Harsco 

61.5 

23.8 

110 

111 

414 

/i  94 
4Z4 

Genuine  Parts 

77.5 

14.3 

90 

475 

474 
4/4 

IftA 

Cincinnati  Milacron 

60.8 

—  19.7 

82 

41  ^ 
413 

4  Q  1 
43  1 

Public  Service  N  H 

77.2 

29.0 

50 

40ft 

4yo 

47£ 
4/3 

Cessna  Aircraft 

60.6 

115.4 

77 

416 

419 

Seafirst 

76.8 

12.6 

152 

381 

476 

368 

Manville 

60.3 

-25.2 

128 

417 
41  / 

1AQ 

o4y 

American  Can 

76.7 

-10.5 

265 

235 

477 

4/  / 

AO 

Eastern  Gas  &  Fuel 

60.1 

9.8 

114 

41  ft 
41o 

411 
4o  1 

Lear  Siegler 

76.1 

15.7 

101 

460 

47J1 
4/  o 

Metromedia 

59.7 

8.9 

84 

410 
41V 

41A 

Becton,  Dickinson 

75.9 

17.3 

124 

415 

470 

4/  y 

T '       1  1    I '   

Federal  txpress 

59.3 

53.2 

106 

4ZU 

49£ 
4Z0 

Emhart 

75.5 

12.7 

110 

/lift 

4oo 

4oU 

Tecumseh  Products 

59.2 

44.4 

77 

421 

308 

Crown  Zellerbach 

75.3 

-22.7 

198 

301 

481 

m 

Western  Union 

59.0 

56.2 

213 

499 
4ZZ 

Helmerich  &  Payne 

75.3 

59.4 

108 

440 

48.9 
4oZ 

Delmarva  Power  &  Lt 

58.7 

19.9 

125 

491 

o  10 

U  S  Gypsum 

74.2 

-21.5 

133 

400 

4ft1 
40j 

Geosource 

58.6 

78.9 

105 

494 
4Z4 

Ton 
zyu 

American  Petrofina 

74.1 

-28.9 

138 

396 

4JH4 
404 

oZo 

Phelps  Dodge 

58.5 

-36.0 

126 

49  £ 
4Z3 

M-OO 

Ryder  System 

74.0 

31.0 

300 

zUY 

4o3 

Bank  of  New  York 

58.2 

19.3 

104 

426 

■ 

Amstar 

73.4 

138.0 

100 

461 

486 

■ 

AmeriTrust 

58.1 

12.2 

78 

497 
4Z/ 

^Zo 

Boston  Edison 

73.2 

9.7 

161 

355 

4(17 
45/ 

Mercantile  Stores 

57.9 

36.4 

88 

49ft 
-» —  ii 

Aon 

Zale 

72.7 

34.6 

29 

500 

405 

Potlatch 

57.8 

17.0 

147 

490 
4Z" 

0  7  A 
LI 

Avco 

72.2 

-35.7 

418 

143 

A  QO 

4ov 

Alco  Standard 

57.8 

13.7 

80 

41A 
43U 

All 
*♦  1 1 

Roadway  Express 

71.8 

3.1 

118 

4- zy 

4VU 

Alexander  &  Alexander 

57.5 

2.0 

82 

431 

■ 

Engelhard 

71.6 

8.7 

99 

463 

491 

■ 

Pittsburgh  National 

57.4 

19.1 

85 

432 

456 

Dow  Jones 

71.4 

21.2 

99 

465 

492 

■ 

Inland  Steel 

57.3 

92.9 

238 

433 

422 

American  Natl  Ins 

71.4 

5.0 

165 

351 

493 

■ 

Wyman-Gordon 

57.2 

91.4 

77 

434 

488 

Northwest  Energy 

fu.  1 

29.7 

124 

417 

494 

■ 

i; /"'II  f  \ 

DO.tS 

19  7 

ft  7 

Of 

435 

■ 

Associated  Dry  Goods 

69.8 

33.6 

127 

409 

495 

■ 

El  Paso  Electric 

56.7 

37.7 

68 

436 

432 

Liberty  Natl  Ins  Hid 

69.6 

6.1 

242 

251 

496 

491 

SCM 

56.5 

4.9 

104 

437 

387 

Pitney  Bowes 

69.5 

-7.5 

156 

366 

497 

■ 

W  W  Grainger 

56.3 

15.3 

75 

438 

464 

Whittaker 

69.3 

20.6 

89 

476 

498 

455 

Lone  Star  Industries 

56.1 

-5.3 

103 

439 

427 

Foremost-McKesson 

69.3 

3.7 

105 

450 

499 

469 

Cox  Broadcasting 

55.5 

-1.6 

117 

440 

430 

GATX 

68.6 

4.0 

247 

249 

500 

■ 

Stanley  Works 

55.4 

9.9 

80 

Not  on  500  list  in  1980. 


FORBES,  MAY  1 


ri      Our  commitment  to 
jAmer  ica  plus  our  worldwide 
expertise  is  what  makes 
us  the  key  Swiss  bank. 


The  World  Trade  Center,  an  appropriate  location 
for  Swiss  Bank  Corporation's  American  headquarters. 


America's 
dynamic  business  commu- 
nity holds  an  undeniable 
position  of  strength  and 
respect  throughout  the 
world.  Which  is  why 
Swiss  Bank  Corporation, 
one  of  the  world's  pre- 
mier financial  institutions, 
is  deeply  committed  to 
America. 

Since  1872,  it 
has  been  our  philosophy 
to  act  as  a  global  resource  for  a  vast  range  of  banking  services.  And  all 
of  these  services,  backed  by  our  unmatched  expertise,  are  at  the 
disposal  of  our  American  clients. 

With  a  network  of  offices  in  New  York  City,  Chicago,  San 
Francisco,  Atlanta,  Houston  and  Los  Angeles,  over  1,100  Swiss  Bank 
Corporation  employees  provide  prompt,  personal  attention  in  all  areas 
of  banking  from  foreign  exchange  to  letters  of  credit. 

So,  if  you're  interested  in  an  international  bank  that's  both 
innovative  and  attentive 


to  your  needs  on  and  off 
shore,  consider  the  key 
Swiss  bank.  We're  com- 
mitted to  bringing 
America  a  whole  world 
of  banking  expertise. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank. 


General  Management  in  CH-4002  Basle,  Aeschenvorstadt  1 ,  and  in  CH-8022  Zurich,  Paradeplatz  6.  Main  Office  U.S.A.:  New  York,  Four  World 
Trade  Center,  10048,  212/938-3500,  Branches:  Chicago,  150  S.  Wacker  Drive,  60606,  312/346-0350  and  San  Francisco,  120  Montgomery  St., 
94104.  415/434-2640.  Agency:  Atlanta,  235  Peachtree  St.,  N.E  30303.  404/522-1600.  Representative  Offices:  Houston,  One  Allen  Center, 
77002.  713/658-0561 ,  Los  Angeles,  800  W.  Sixth  St.,  90017,  213/489-5900. 


The  Forbes  Assets  500 


One  measure  of  recession  is  that 
assets  increase  faster  than  sales 
or  profits.  The  reason:  inventory 
buildup — including  the  best  ex- 
ample of  it  around,  the  oil  glut. 


T 


I  HE  500  BIG  COMPANIES  listed 

on  the  following  pages  added 
a  third  of  a  trillion  dollars 
to  their  assets  during  1981.  Total 
assets  at  the  end  of  the  year: 
$3,508,264,105,000,  up  10.7% 
from  1980.  The  Assets  list,  in  fact, 
showed  the  greatest  percentage  in- 
crease of  any  of  the  four  Forbes 
500s  lists,  and  it  was  the  only  measure  that  did  just  a  little 
more  than  keep  up  with  last  year's  8.9%  inflation  rate. 

There's  a  good  reason  for  that,  of  course.  During  a 
recession,  inventories  build  up,  preventing  companies  from 
leveraging  asset  increases  into  even  larger  percentage  in- 
creases in  sales  and  profits.  Instead,  sales  of  the  Assets  500 
last  year  increased  at  a  slightly  lower  rate,  10.6%,  while 
profits  lagged  far  behind  at  6.6%.  As  always,  assets  are  no 
guarantee  of  anything  else. 

As  always,  too,  banks  dominated  the  assets  list.  All  but 
two  of  the  top  ten  were  banks  or  financial  institutions. 

The  biggest  gainers,  though,  resulted  largely  from  acqui- 
sitions. Fluor,  the  big  California  engineering  and  construc- 
tion company,  increased  its  assets  by  159%  by  acquiring 
St.  Joe  Minerals  Corp.  Du  Pont  more  than  doubled  its 
assets  to  $23.8  billion  on  the  acquisition  of  Conoco,  the 


% 

change 

Rank 

Assets 

over 

1981  1980 

Company  ($000,000) 

1980 

1  1 

American  Tel  &  Tel  137,750 

9.8 

2  3 

BankAmerica  121,158 

8.5 

3  2 

Citicorp  119,232 

3.8 

4  4 

Chase  Manhattan  77,839 

2.2 

5  6 

Exxon  62,931 

11.2 

ninth-largest  U.S.  oil  company; 
and  Baldwin  United,  the  growing 
financial  services  giant,  came  close 
to  doubling  assets  through  the  ac-< 
quisition  route.  National  Steel's 
United  Financial  Corp.  subsidiary 
acquired  West  Side  Federal  Savings 
&.  Loan  of  New  York  and  Washing- 
ton Savings  &  Loan  of  Miami 
Beach,  putting  them  together  into  one  of  the  nation's 
largest  federally  chartered  S&L.  Other  big  assets  gainers: 
Hospital  Corp.  of  America  (up  83.8%),  Sonat,  the  former 
Southern  Natural  Resources  (31.9%),  Allegheny  Interna- 
tional (78.5%)  and  Warner  Communications  (51.2%). 

Who  fell  behind?  Two  of  the  Big  Four  automakers,  Ford 
and  Chrysler,  each  showed  an  assets  decline  of  more  than 
5%,  for  a  total  loss  of  more  than  $1.7  billion.  Hard-pressed 
International  Harvester  lost  8.5%,  or  nearly  $500  million, 
and  troubled  Pan  American  World  Airways  sold  off  its 
Intercontinental  Hotels  subsidiary  and  used  $207  million 
of  the  proceeds  to  pay  down  debt.  Speaking  of  inventory 
buildup:  The  most  dramatic  example  of  it  these  days,  of  j 
course,  is  the  world  oil  glut,  and  giant  Exxon  reflected  it. 
Its  assets  grew  11.2%  in  1981  to  just  under  $63  billion. 
Sales?  Up  only  about  a  third  as  much. 
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Avis  showed  me 
that  trying  harder 

is  still  the  best 


way  to  do  business. 


99 


used  to  work  for  another  car 
9ntal  company.  Well,  I'm 
>ehind  the  Avis  counter 
iow.  . .  and  a  lot  more  has 
ihanged  than  just  the  color 
)f  my  blazer. 
It  isn't  just  that  we  have 
he  terrific  Wizard  of  Avis 
computer  system.  It's  a 
different  attitude,  a  feeling 

)ebbie  Romaine 

tental  Sales  Agent 


that  everyone  here  has.  Every- 
body cares  about  their  work. 
We  really  do  try  harder  to 
satisfy  customers.  Trying 
harder  is  a  whole  lot  more 
than  just  a  button  on  my 
lapel'.'  For  information  or 
reservations  see  your 
travel  consultant  or  call 
toll  free:  800-331-1212. 


\>e  try  harder. 

Avis  features  GM  cars. 


32  Avis  Rent  A  Car  System,  Inc.,  Avis*  We  try  harder.' 
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% 

change 


Rank 

Assets 

over 

1981 

1980 

Company 

$000,000) 

1980 

6 

5 

Fedl  Natl  Mortgage 

62,096 

6.2 

7 

Mfrs  Hanover 

59,109 

6.5 

8 

8 

J  P  Morgan 

53,522 

2.9 

9 

9 

Continental  Illinois 

46,972 

11.6 

10 

10 

Chemical  New  York 

44,917 

8.6 

11 

11 

Aetna  Life  &  Cas 

39,631 

10.8 

12 

12 

General  Motors 

38,920 

13.0 

13 

15 

First  Interstate 

36,982 

15.2 

14 

14 

Mobil 

34,776 

6.3 

15 

18 

Sears  Roebuck 

34,509 

21.9 

16 

13 

Bankers  Trust  NY 

34,213 

0.0 

17 

16 

First  Chicago 

33,562 

16.9 

18 

19 

Security  Pacific 

32,999 

18.7 

19 

20 

IBM 

29,586 

10.8 

20 

17 

Intl  Tel  &  Tel 

28,975 

2.1 

21 

■ 

CIGNA 

28,689 

NA 

22 

21 

Texaco 

27,489 

4.0 

23 

28 

American  Express 

25,103 

27.4 

24 

25 

Travelers 

23,982 

10.8 

25 

65 

E  I  du  Pont 

23,829 

149.3 

26 

24 

Standard  Oil  Calif 

23,656 

6.8 

27 

23 

Wells  Fargo 

23,219 

-1.8 

28 

22 

Ford  Motor 

23,012 

-5.4 

29 

26 

Standard  Oil  Ind 

22,916 

13.6 

30 

29 

Crocker  National 

22,494 

18.0 

31 

27 

General  Tel  &  Elec 

21,113 

7.1 

32 

31 

General  Electric 

20,942 

13.1 

33 

30 

Gulf  Oil 

20,429 

9.6 

34 

33 

Shell  Oil 

20,118 

14.2 

35 

36 

Atlantic  Richfield 

19,733 

18.8 

36 

34 

Marine  Midland  Bks 

18,682 

6.9 

37 

37 

Mellon  National 

18,448 

14.2 

38 

32 

Irving  Bank 

18,227 

0.8 

39 

43 

Merrill  Lynch 

17,682 

33.5 

40 

41 

InterFirst 

17,318 

25.7 

41 

38 

First  Natl  Boston 

16,809 

5.4 

42 

40 

Tenneco 

16,808 

21.3 

43 

45 

Standard  Oil  Ohio 

15,743 

30.3 

44 

39 

Northwest  Bancorp 

15,141 

5.2 

45 

44 

H  F  Ahmanson 

15,049 

14.8 

46 

42 

First  Bank  System 

14,911 

10.7 

47 

51 

Texas  Commerce  Bshs 

14,512 

28.6 

48 

46 

Republic  of  Texas 

14,441 

21.7 

49 

52 

First  City  Bancorp 

14,291 

26.7 

50 

47 

United  States  Steel 

13,316 

13.4 

51 

85 

RCA 

13,210 

11.7 

52 

129 

Gulf  &  Western  Inds 

12,658 

11.4 

53 

48 

Dow  Chemical 

12,496 

8.3 

54 

49 

Southern  Company 

12,415 

8.3 

55 

50 

Pacific  Gas  &  Elec 

12,367 

9.5 

56 

53 

Commonwlth  Edison 

12,264 

10.1 

57 

57 

NBD  Bancotp 

12,145 

11.7 

58 

55 

Sun  Company 

11,822 

7.9 

59 

56 

American  Elec  Power 

11,567 

5.6 

60 

59 

Bank  of  New  York 

11,463 

10.0 

Rank 
1981  1980 


Company 


% 
change 
Assets  over 
($000,000)  1980 


Rank 
1981  1980 


Company 


Assets 
($000,00 


61 

61 

Phillips  Petroleum 

11,264 

14.4 

62 

64 

Seaf  irst 

10,747 

12.1 

63 

60 

Gt  Western  Financial 

10,646 

3.8 

64 

63 

Union  Carbide 

10,423 

7.9 

65 

107 

First  Boston 

10,314 

71.3 

66 

211 

National  Steel 

10,108 

66.2 

67 

66 

Loews 

9,914 

8.6 

68 

62 

First  Charter  Finl 

9,750 

0.8 

69 

71 

Getty  Oil 

9,536 

15.4 

70 

68 

Eastman  Kodak 

9,439 

7.9 

71 

77 

Philip  Morris 

9,245 

25.5 

72 

69 

Lincoln  National 

9,047 

6.8 

73 

67 

Transamerica 

9,042 

1.7 

74 

73 

So  Calif  Edison 

8,729 

12.9 

75 

70 

Beneficial  Corp 

8,575 

3.3 

76 

74 

City  Investing 

8,522 

10.8 

77 

88 

Household  Intl 

8,397 

17.6 

78 

81 

Middle  South  Utils 

8,319 

13.4 

79 

89 

Westinghouse  Elec 

8,316 

22.1 

80 

78 

R  J  Reynolds  Inds 

8,096 

10.1 

81 

83 

American  General 

8,076 

10.7 

82 

92 

Occidental  Petroleum 

8,075 

21.8 

83 

72 

Continental  Corp 

8,072 

-1.8 

84 

75 

CSX 

8,067 

7.2 

85 

87 

American  Intl  Group 

7,957 

15.3 

86 

76 

Consolidated  Edison 

7,733 

3.7 

87 

84 

NCNB 

7,724 

7.6 

88 

98 

Republic  New  York 

7,707 

19.5 

89 

79 

Xerox 

7,674 

4.4 

90 

90 

Union  Oil  California 

7,593 

12.1 

91 

82 

United  Technologies 

7,555 

3.1 

92 

86 

Harris  Bankcorp 

7,488 

8.5 

93 

110 

J  C  Penney 

7,354 

25.4 

94 

96 

Texas  Utilities 

7,307 

1 1.5 

95 

106 

Caterpillar  Tractor 

7,285 

19.5 

96 

91 

Pub  Svc  Elec  &  Gas 

7,277 

8.2 

97 

104 

Union  Pacific 

7,097 

14.6 

98 

97 

Va  Electric  &  Power 

7,058 

8.7 

99 

95 

Procter  &  Gamble 

6,961 

6.2 

100 

108 

Boeing 

6,954 

17.2 

101 

102 

Pittsburgh  National 

6,935 

11.4 

102 

94 

Control  Data 

6,905 

5.1 

103 

101 

Consumers  Power 

6,872 

9.5 

104 

128 

Mercantile  Texas 

6,870 

25.8 

105 

192 

Armco 

6,682 

20.0 

106 

105 

K  mart 

6,673 

9.3 

107 

117 

Detroit  Edison 

6,608 

15.1 

108 

99 

Duke  Power 

6,531 

3.2 

109 

111 

Southeast  Banking 

6,453 

10.2 

110 

109 

Amerada  Hess 

6,322 

7.2 

111 

120 

Phila  Electric 

6,304 

10.6 

112 

103 

Philadelphia  Natl 

6,297 

1.4 

113 

93 

Chrysler 

6,270 

-5.3 

114 

122 

Wachovia 

6,266 

10.8 

115 

182 

American  Brands 

6,260 

4.5 

116 

119 

Walter  E  Heller  Intl 

6,257 

117 

112 

Northern  Trust 

6,238 

118 

116 

Michigan  National 

6,229 

119 

121 

DETROITBANK 

6,154 

120 

118 

Valley  National 

6, 1  56 

121 

126 

Florida  Power  &  Lt 

6,123 

122 

115 

Monsanto 

6,069 

123 

113 

Avco 

6,063 

124 

131 

Cities  Service 

6,049 

125 

138 

Rainier  Bancorp 

5,819 

126 

100 

Phibro 

5,788 

127 

137 

Weyerhaeuser 

5,716' 

128 

140 

Deere 

5,684 

129 

135 

Burlington  Northern 

5,674 

130 

148 

U  S  Bancorp 

5,656 

131 

142 

Alcoa 

5,654 

132 

151 

E  F  Hutton  Group 

5,638 

133 

133 

Continental  Group 

5,610 

134 

150 

Halliburton 

5,580 

135 

141 

International  Paper 

5,544 

136 

124 

Golden  West  Finl 

5,541 

137 

123 

AmeriTrust 

5,530 

138 

147 

BancOhio 

5,511 

139 

159 

Barnett  Banks  Fla 

5,504 

140 

132 

Southern  Pacific 

5,501 

141 

134 

AMAX 

5,449 

142 

144 

Minn  Mining  &  Mfg 

5,422 

143 

127 

National  City 

5,388 

144 

130 

Goodyear 

5,354 

145 

114 

Intl  Harvester 

5,346 

146 

154 

Allied  Corp 

5,344 

147 

168 

Centerre  Bancorp 

5,335 

148 

230 

First  Union 

5,297 

149 

139 

Bethlehem  Steel 

5,282  | 

150 

125 

First  Pennsylvania 

5,257  1 

151 

175 

Southwest  Bancshares 

5,253 

152 

169 

Sperry 

5,243 

153 

157 

Houston  Industries 

5,231 

154 

149 

Manufacturers  Natl 

5,225 

155 

80 

Imperial  Corp  of  Am 

5,169 

156 

153 

Mercantile  Bancorp 

5,138 

157 

143 

Teledyne 

5,117  1 

158 

156 

Georgia-Pacific 

5,060 

159 

146 

General  Public  Utils 

5,054 

160 

152 

Dart  &  Kraft 

5,054 

161 

163 

W  R  Grace 

5,022 

162 

166 

Penn  Power  &  Light 

5,011 

163 

318 

Baldwin-United 

4,957 

164 

164 

Citizens  &  Sthrn  Ga 

4,915 

165 

206 

Donaldson,  Lufkin 

4,868 

166 

158 

Rockwell  Intl 

4,809 

167 

161 

Girard 

4,782 

168 

167 

Gibraltar  Financial 

4,771  j 

169 

171 

USF&G 

4,749 

170 

155 

First  Wisconsin 

4,726 

"Not  on  500  list  in  1980.    NA  not  available. 
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There  is  a 
Billion  Dollar 
Energy  Corporation 

Growing 
in  Oklahoma 


We  re  ONEOK  Inc.  (pronounced  one-oak).  We're 
involved  in  oil  and  gas  exploration  and  production, 
contract  drilling,  natural  gas  liquids  extraction,  and  more. 
Our  Oklahoma  Natural  Gas  Company  is  the  nation's  7th 
ranking  fully  integrated  natural  gas  utility.  ONEOK. 
Our  NYSE  symbol  is  OKE.  Perhaps  it's  time  you  knew 
more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  write:  P.  O.  Box  871,  Tulsa,  OK  74102 


Myth  vs.  reality. 


By  reputation  some  foreign  workers  appear 
productive  beyond  comprehension. 

In  reality,  the  image  is  illusory. 
Productivity  gains  of  workers  are  as  much  a  result  of 
the  intelligent  capital  investments  of  their 
employers  as  anything  else. 
American  industries  simply  have  not  kept  pace. 
According  to  a  comprehensive  analysis  by 
the  New  York  Stock  Exchange,  if  this  country's  rate  of 
investment  had  equalled  Japan  s  during 
1973-1979,  the  economic  growth  rate  of  both  countries 
would  have  been  the  same. 

In  short,  a  worker  is  only  as  good  as  his  tools. 
At  IngersoliRand  our  concern  is  productivity.  We  provide  the 
products  the  U.S.  needs  to  refurbish  its 
industries . . .  everything  from  hand  and  power  tools  that 
speed  assembly  lines  to  air  compressors 
that  enable  40  percent  productivity  gains  in  textile 
plants  through  air  weaving. 

We  know  when  given  the  right  tools, 
I   American  workers  are  equal 
f   to  or  better  than  any  others  in  the  world. 
Hands  down. 


INGERSOLL-RAND 


For  information  about  Ingersoli  Rand  products, 
or  reprints  of  advertisements  in  this  series, 
write  to  us,  Dept.  122,  Woodcliff  Lake  NJ  07675. 


Report  from  Number  One  Wall  Street 


Irving  Trust  is  the  only  bank  a 
medium-size  company  needs  for  growth. 

"Were  committed  to  financing  the  future  for  companies  on  the  move." 
Speaking:  James  P.  Kuharski,  Executive  Vice  President  and  head  of 
Irving  Trusts  Financial  Services  Group. 

"We  work  closely  with  our  Domestic  and  International  corporate  banking 
specialists  to  offer  innovative  financial  alternatives. 

"Our  leasing  specialists  can  help  you  acquire  fixed  assets  without  draining 
working  capital.  And  they're  experts  in  tax  leases. 

"Irving  Trust  manages  the  second  largest,  bank-owned  domestic  factoring 
operation  in  the  nation.  Our  specialists  can  brief  you  on  new  factoring 
techniques  such  as  on-line  credit  checking  and  off-premise  factoring,  as 
well  as  traditional  factoring  services. 


"Our  Commercial  Finance  specialists  go  beyond  merely  financing  accoun 
receivable  and  inventory.  We  blend  new  and  traditional  methods  to 
structure  complete  finance  packages  to  meet  our  client's  total  requirements 


Irving  Trust  Executive  Vice 
President  Jim  Kuharski.  He 
and  his  staff  know  all  the 
ways  to  help  medium-size 
companies  raise  growth  capital. 


"We  can  also  provide  longer-term  capital.  If  you  have  sound  growth  pros- 
pects, but  do  not  yet  qualify  for  traditional  sources  of  long-term  debt  or 
equity,  ask  about  this. 

"Financial  Services  Units  are  located  at  Irving  Business  Centers  in  major 
markets  across  the  U.S.  Write  to  me  for  more  information  at  Irving  Trust 
Company,  One  Wall  Street,  New  York,  N  Y  10015." 


Member  FDIC 


Irving  Trust 

Unique.Worldwide. 
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/o 
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Company 


/o 

change 
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Rank 
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% 
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72 

Carolina  Pwr  &  Lt 

4,716 

11.2 

65 

Santa  Fe  Industries 

4,678 

8.0 

73 

Central  &  South  West 

4,643 

10.0 

74 

United  Telecom 

4,621 

9.9 

60 

NLT 

4,619 

4.6 

88 

Columbia  Gas  System 

4,617 

19.5 

I  70 

St  Paul  Companies 

4,600 

8.2 

1:07 

Superior  Oil 

4,521 

30.6 

[84 

Long  Island  Lighting 

4,508 

15.1 

77 

Maryland  National 

4,501 

10.8 

81 

Ohio  Edison 

4,456 

12.0 

272 

New  England  Merch 

4,443 

53.7 

[75 

Allied  Bancshares 

4,441 

55.6 

89 

Burroughs 

4,439 

15.2 

178 

Fluor 

4,427 

159.7 

,85 

McDonnell  Douglas 

4,364 

11.9 

1 79 

LTV 

4,333 

16.4 

187 

Honeywell 

4,331 

11.3 

180 

Beatrice  Foods 

4,237 

6.4 

!10 

Industrial  National 

4,223 

22.4 

191 

Niagara  Mohawk  Pwr 

4,176 

9.6 

194 

General  Re 

4,168 

14.0 

197 

First  Security 

4,161 

15.6 

186 

Crum  &  Forster 

4,160 

6.8 

183 

First  Natl  State  Bcp 

4,105 

4.7 

121 

Ashland  Oil 

4,097 

22.0 

199 

Federated  Dept  Stores 

4,097 

14.6 

227 

Texas  Eastern 

4,097 

23.6 

235 

Panhandle  Eastern 

4,079 

26.3 

216 

Midlantic  Banks 

4,077 

19.8 

196 

California  First  Bnk 

4,062 

12.2 

214 

PepsiCo 

4,057 

18.7 

202 

Union  Electric 

4,047 

13.9 

217 

Texas  American  Bshs 

4,043 

19.9 

213 

Society 

4,033 

17.5 

201 

Pacific  Pwr  &  Lt 

4,017 

12.9 

20X 

Shawmut 

3,983 

15.2 

178 

UAL 

3,976 

-1.6 

195 

Northeast  Utilities 

3,951 

8.9 

209 

United  Va  Bankshares 

3,926 

13.6 

1  90 

BanCal  Tri-State 

3,924 

1.9 

203 

McDermott 

3,900 

9.8 

238 

Kaiser  Alum  &  Chem 

3,836 

20.0 

223 

Johnson  &  Johnson 

3,820 

14.3 

435 

Greyhound 

3,812 

15.2 

205 

InterNorth 

3,810 

9.3 

162 

Amer  Nat  Resources 

3,808 

19.5 

287 

Kemper 

3,789 

36.4 

463 

Fin  Corp  of  America 

3,757 

111.2 

193 

IC  Industries 

3,742 

1.3 

231 

American  Airlines 

3,738 

14.0 

257 

El  Paso 

3,711 

24.1 

228 

Sun  Banks  of  Florida 

3,711 

12.0 

225 

Safeway  Stores 

3,690 

10.5 

232 

Litton  Industries 

3,688 

13.0 

226 

247 

Signal  Companies 

3,679 

18.6 

227 

243 

Riggs  National 

3,668 

16.5 

228 

226 

Fidelcor 

3,667 

10.6 

229 

220 

Pfizer 

3,647 

8.4 

230 

337 

First  American  Bank 

3,645 

51.9 

231 

281 

Banc  One 

3,639 

28.9 

232 

372 

Jim  Walter 

3,619 

24.9 

233 

222 

Alleghany 

3,610 

7.7 

234 

240 

CBT 

3,576 

12.6 

235 

215 

Coca-Cola 

3,565 

4.7 

236 

316 

Capital  Holding 

3,560 

36.6 

237 

212 

Lincoln  First  Banks 

3,546 

3.2 

238 

236 

Continental  Tel 

3,544 

10.5 

239 

■ 

Gibraltar  Savings 

3,520 

18.5 

240 

244 

First  Atlanta 

3,484 

10.7 

241 

237 

BayBanks 

3,462 

7.9 

242 

246 

Trust  Co  of  Georgia 

3,460 

11.2 

243 

303 

Digital  Equipment 

3,456 

29.6 

244 

242 

Southern  Railway 

3,452 

9.1 

245 

278 

Nationwide 

3,447 

21.7 

246 

224 

Champion  Intl 

3,443 

3.1 

247 

■ 

Nabisco  Brands 

3,429 

13.1 

248 

285 

Kerr-McGee 

3,415 

21.7 

249 

249 

Cleveland  Elec  Ilium 

3,406 

10.1 

250 

264 

Arizona  Public  Serv 

3,397 

16.0 

251 

239 

Trans  World 

3,397 

6.6 

252 

252 

Transco  Companies 

3,395 

11.4 

253 

298 

Penn  Central 

3,395 

24.5 

254 

256 

State  Street  Boston 

3,388 

12.6 

255 

218 

NCR 

3,387 

0.6 

256 

263 

Raytheon 

3,364 

14.9 

257 

351 

City  Federal  S  &  L 

3,347 

43.2 

258 

265 

Gulf  States  Utils 

3,343 

14.3 

259 

254 

Republic  Steel 

3,342 

10.8 

260 

291 

Provident  National 

3,312 

20.4 

261 

273 

Merck 

3,310 

15.5 

262 

248 

Reynolds  Metals 

3,300 

6.5 

263 

293 

United  Banks  of  Colo 

3,296 

20.3 

264 

284 

Public  Service  Ind 

3,285 

17.0 

265 

270 

Dresser  Industries 

3,273 

13.0 

266 

250 

Baltimore  Gas  &  Elec 

3,266 

6.3 

267 

266 

Bendix 

3,219 

10.1 

268 

300 

Virginia  Natl  Bshs 

3,214 

18.9 

269 

204 

Paine  Webber 

3,206 

-8.4 

270 

279 

Huntington  Bshs 

3,195 

12.9 

271 

267 

Norfolk  &  Western  Ry 

3,192 

9.2 

272 

255 

Allegheny  Power 

3,191 

6.0 

273 

176 

Coastal  Corp 

3,183 

-22.6 

274 

269 

First  Tennessee  Natl 

3,148 

8.0 

275 

241 

F  W  Woolworth 

3,142 

-1.0 

276 

258 

General  Foods 

3,130 

5.1 

277 

276 

TRW 

3,127 

9.5 

278 

253 

Washington  National 

3,121 

2.5 

279 

198 

USLIFE 

3,078 

-14.1 

280 

251 

Owens-Illinois 

3,072 

0.2 

281 

268 

American  Cyanamid 

3,065 

5.1 

282 

233 

Fidelity  Union  Bncp 

3,059 

-6.1 

283 

299 

American  Security 

3,046 

12.3 

284 

377 

Gulf  United 

3,044 

39.0 

285 

297 

Missouri  Pacific 

3,038 

11.3 

286 

262 

(efferson-Pilot 

3,028 

3.2 

287 

360 

First  Oklahoma  Bncp 

3,023 

33.0 

288 

245 

Firestone 

3,018 

-3.2 

289 

286 

Diamond  Shamrock 

3,016 

8.0 

290 

200 

Centran 

3,014 

-15.5 

291 

317 

Pennzoil 

2,999 

15.7 

292 

274 

Equimark 

2,993 

4.5 

293 

309 

Celanese 

2,991 

13.6 

294 

271 

American  Natl  Ins 

2,968 

2.5 

295 

288 

Commerce  Bancshrs 

2,964 

7.2 

296 

219  Pan  Am  World  Airways 

2,963 

-12.0 

297 

Zo  1 

Warner-Lambert 

2,963 

0.3 

298 

ACiA 

4y4 

Hospital  Corp  of  Am 

2,958 

83.8 

299 

280 

PPG  Industries 

2,955 

4.6 

300 

320 

No  Indiana  Pub  Svc 

2,943 

15.9 

301 

oUj 

American  Fletcher 

2,943 

10.8 

302 

1  fl  1 
Zoo 

Eastern  Air  Lines 

2,935 

4.2 

303 

AmSouth  Bancorp 

2,927 

6.9 

304 

347 

First  Maryland  Bncp 

2,920 

23.8 

305 

324 

First  Natl  Bancorp 

2,919 

16.8 

306 

zyz 

LnuDD 

2,912 

6.1 

307 

1  77 

Lt  I 

Fidelity  Financial 

2,907 

1.9 

308 

3  1  £ 
OX  J 

rjl  Lilly 

2,902 

11.3 

309 

306 

McDonald's 

2,899 

9.7 

310 

260 

Inland  Steel 

2,891 

-2.3 

311 

335 

GATX 

2,880 

19.4 

312 

328 

Anheuser-Busch 

2,875 

17.4 

313 

295 

No  States  Power 

2,860 

4.6 

314 

296 

Consol  Natural  Gas 

2,851 

4.2 

315 

282 

American  Can 

2,836 

0.5 

316 

336 

Bank  of  Virginia 

2,829 

17.7 

317 

290 

Hartford  Natl 

2,826 

2.6 

318 

384 

SONAT 

2,814 

31.9 

319 

311 

United  Jersey  Banks 

2,814 

7.1 

320 

308 

St  Regis  Paper 

2,788 

5.5 

321 

349 

Bancorp  Hawaii 

2,787 

19.0 

322 

355 

Murphy  Oil 

2,777 

20.3 

323 

352 

Hewlett-Packard 

2,758 

18.0 

324 

344 

Time  Inc 

2,755 

16.2 

325 

302 

Boise  Cascade 

2,740 

2.3 

326 

314 

FMC 

2,739 

4.6 

327 

323 

Dominion  Bankshares 

2,732 

8.1 

328 

380 

First  Kentucky  Natl 

2,727 

25.8 

329 

327 

Illinois  Power 

2,722 

10.3 

330 

312 

Safeco 

2,706 

3.1 

331 

304 

Pacific  Lighting 

2,706 

1.6 

332 

374 

B  F  Goodrich 

2,703 

22.0 

333 

289 

Tiger  International 

2,702 

-2.0 

334 

379 

ENSERCH 

2,690 

23.0 

335 

310 

Banco  Popular  PR 

2,689 

2.2 

on  500  list  in  1980. 
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This  plant  at  Abqaiq,  Saudi  Arabia, 
processes  one  tenth  of  all  the  free 
world's  oil. 
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Aramco,  the  largest  oil  producer  in  the  world,  is  currently  involved  in  projects 
worth  billions.  Challenging  positions  are  open  for  experienced  geophysicists, 
geologists,  and  petroleum  engineers.  Call  (713)  750-6965.  Aramco  Services  Company, 
Mail  Code  Z4019-2,  P.O.  Box  53607,  Houston,  Texas  77052.  ARAMCO 


The  Forbes  Assets  500 


Rank 
1981  1980 


Company 


% 
change 
Assets  over 
|$000,000|  1980 


336 

375 

Liberty  Natl  Ins  Hid 

2,683 

21.2 

jj/ 

ozz 

I  Ill^c  I all II  i\ti nu 

2  678 

6.0 

11H 

466 

VV  d I II CI  CUIllllIUIl 

2,674 

51.2 

11Q 

330 

2  669 

9.2 

140 

339 

(~~ i\m  ri 1 1  '.linn  Ftl<7 

2,666 

1 1 .4 

341 

423 

Utd  Energy  Resources 

2,637 

35.6 

342 

319 

Colgate-Palmolive 

2,631 

2.0 

343 

329 

Marshall  Il-slcv 
iiiai 3 lid ■  i  m  iisity 

2,628 

7.4 

344 

333 

Financial  General 

2,627 

8.2 

345 

416 

I'irsLt   \lihim  i  Rsh^ 

2,622 

32.9 

346 

326 

Florida  Natl  Banks 

2,616 

6.0 

347 

343 

Crown  Zellerbach 

2,614 

10.2 

348 

458 

Natomas 

2,61 1 

45.2 

349 

345 

American  Home  Prod 

2,589 

9.2 

350 

392 

2,581 

23.4 

351 

342 

Flagship  Banks 

2,575 

8.5 

352 

371 

Florida  Power 

2,563 

14.2 

353 

359 

Norstar  Bancorp 

2,562 

12.6 

354 

341 

Indiana  National 

2,558 

7.6 

355 

381 

Dayton- Hudson 

2,555 

18.5 

356 

357 

First  &  Merchants 

2,551 

10.8 

357 

395 

iVlartin  /Vlanetta 

2,546 

23.0 

358 

325 

MCA 

2,543 

2.6 

359 

338 

Potomac  Elec  Power 

2,519 

5.1 

360 

■ 

M  i  d con 

2,515 

13.1 

361 

307 

Borden 

2,509 

-5.1 

362 

367 

Cincinnati  G  &  E 

2,502 

10.6 

363 

321 

Key  Banks 

2,500 

-1.1 

364 

362 

Northwest  Industries 

2,490 

9.6 

365 

376 

Rri  ^.f  i\\  •  W  vprc 

U1191U1    1T1  J  CI  3 

2  489 

12.6 

366 

404 

NICOR 

2,482 

22.0 

367 

382 

Cullen/Frost  Bankers 

2,467 

15.3 

368 

348 

ProviHpnt  I  ifp  Si  Arr 

2  466 

5.1 

369 

353 

CPC  International 

2,462 

5.7 

370 

346 

Financial  Federation 

2,456 

4.0 

371 

340 

Williams  Companies 

2,446 

2.8 

372 

407 

First  United  Bancorp 

2,440 

20.9 

373 

365 

Ppn  tret  1  Ranrnrn 

2  433 

7.5 

374 

391 

I  Itah  Pnivpr       I  ic-ht 

2  433 

16.0 

375 

373 

Piihlif*  \prvirp  |  nln 

ruuut  jci  vice  c'mu 

2  43 1 

9.7 

376 

■ 

Allegheny  Intl 

2,429 

78.5 

377 

358 

CBS 

2  426 

5  4 

378 

354 

K  i  m  Kprlv-flarlc 

1X1111  UVl  ■  J     V.    Iill  IV 

2  414 

3.8 

379 

411 

2  405 

20  4 

380 

388 

W  /\t it  r t\  \  12 
ITIUIU 1  Kit  a 

2  399 

13  6 

381 

369 

May  Dept  Stores 

2,388 

,  5.7 

382 

313 

Norton  Simon 

2,382 

-9.1 

383 

398 

Abbott  Laboratories 

2,356 

14.2 

384 

394 

Boatmen's  Bancshares 

2,355 

13.6 

385 

400 

First  Florida  Banks 

2,355 

14.6 

386 

397 

Central  Bancshares 

2,348 

13.8 

387 

493 

Cooper  Industries 

2,335 

44.8 

388 

356 

Eaton 

2,333 

1.3 

389 

332 

General  Dynamics 

2,327 

^1.5 

390 

440 

Atlantic  Bancorp 

2,323 

22.4 

Rank 
1981  1980 


Company 


% 

'  change 
Assets  over 
($000,000)  1980 


391 

368 

Revlon 

2,317 

2.5 

392 

406 

Wisconsin  Elec  Pwr 

2,315 

5.5 

393 

334 

Texas  Instruments 

2  311 

-4.3 

394 

420 

United  Missouri  Bshs 

2,306 

18.1 

395 

402 

Delta  Air  Lines 

2,304 

12.8 

396 

409 

General  Mills 

2,301 

14.4 

397 

408 

Scott  Paper 

2  299 

14. 1 

398 

465 

NL  Industries 

2,298 

29.6 

399 

350 

Manville 

2,298 

-1.7 

400 

385 

New  England  Electric 

2,292 

8.1 

401 

414 

Schering-Plough 

2,286 

15.2 

402 

412 

Citizens  Fidelity 

2,285 

14.7 

403 

366 

Consolidated  Foods 

2,277 

0.6 

404 

473 

Liberty  National 

2,266 

30.2 

405 

403 

First  Natl  Charter 

2,247 

10.4 

406 

399 

Portland  Genl  Elec 

2,242 

8.7 

407 

421 

Old  Kent  Financial 

2,237 

14.7 

408 

425 

Amer  Savings  &  Loan 

2,226 

15.0 

409 

370 

Ralston  Purina 

2,219 

-1.3 

410 

386 

Burlington  Inds 

2,21 1 

4.4 

411 

442 

Houston  Natural  Gas 

2,202 

16.5 

412 

429 

Emerson  Electric 

2,202 

14.1 

413 

393 

United  States  Trust 

2,199 

6.0 

414 

378 

Textron 

2,196 

0.4 

415 

449 

Mead 

2,193 

17.5 

416 

437 

Borg-Warner 

2,191 

15.2 

417 

383 

Tenn  Valley  Bancorp 

2,187 

2.3 

418 

430 

Gelco 

2,183 

13.8 

419 

436 

Western  Financial 

2,181 

14.5 

420 

413 

San  Diego  Gas  &  Elec 

2,180 

9.8 

421 

415 

Pillsbury 

2,175 

9.6 

422 

491 

Allied  Stores 

2,169 

33.9 

423 

424 

Natl  Central  Financl 

2,166 

11.8 

424 

453 

First  Hawaiian 

2,147 

15.7 

425 

387 

Phelps  Dodge 

2,144 

1.5 

426 

447 

N  Y  State  Elec  &  Gas 

2,128 

13.7 

427 

433 

Central  Fidelity  Bks 

2,1 15 

10.8 

428 

396 

Equitable  Bancorp 

2,111 

2.2 

429 

331 

Lockheed 

2,105 

-13.8 

430 

418TRANSOHIO  Financial 

2,098 

6.6 

431 

401 

ASARCO 

2,093 

2.4 

432 

405 

Arizona  Bank 

2  077 

2.3 

433 

419 

H  1  Heinz 

2,074 

6.1 

434 

■ 

Mesa  Petroleum 

2,069 

45.0 

435 

450 

SouthTrust 

2,061 

10.8 

436 

439 

Fin  Cp  Santa  Barbara 

2,057 

8.4 

437 

428 

American  Bancorp 

2,052 

6.3 

438 

445 

Third  National 

2,049 

8.7 

439 

■ 

Hughes  Tool 

2,045 

47.1 

440 

441 

Continental  Bank 

2,044 

8.0 

441 

444 

Central  Tel  &  Utils 

2,036 

7.8 

442 

389 

Stauffer  Chemical 

2,034 

-3.7 

443 

■ 

Texas  Oil  &  Gas 

2,033 

32.5 

444 

417 

Marine 

2,031 

3.0 

445 

438 

Moore  Financial 

2,017 

6.2 

Rank 
1981  1980 


Company 


Assets 
($000,000 


446 

486 

Zions  Utah  Bancorp 

2,011 

447 

■ 

Arrnpr  I  i'inl^  Mwiunn 

1  1  l  Ml  1     I/illll  >  ITllUldllU 

2  001 

448 

432 

First  Natl  Cine 

2,000 

449 

443 

Hercules 

1,997 

450 

459 

Northwestern  Finl 

1,997 

451 

422 

Sumitomo  Bank  Cal 

1,987 

452 

471 

YVhirrn*v  HnlHinp 

VvllllllCY    1  1UIU1UU 

1  978 

453 

455 

Intl  Minerals  &  Chem 

1,975 

454 

426 

1  967 

455 

446 

FirQt  Amprinan 

11131  /llllVllCdll 

1,964 

456 

457 

So  Carolina  E  &  G 

1,959 

457 

434 

*mi  1 1  i  h  h 

U1UU 

1,950 

458 

483 

Upjohn 

1,940 

459 

431 

Mn  Calif  KavitipQ 

1  »U    V.    dill      1  u  V  1  1  1  t,  1 

1  934 

460 

■ 

Newmont  Mining 

1,933 

461 

498 

Wickes  Cos 

1,932 

462 

476 

Hospital  Trust 

1,925 

463 

460 

Boston  Edison 

1,918 

464 

474 

Times  Mirror 

1  917 

465 

475 

Old  Stone 

1,903 

466 

452 

First  Empire  State 

1,893 

467 

464 

So  New  England  Tel 

1,891 

468 

■ 

SmithKline  Beckman 

1  883 

469 

480  Dayton  Power  &  Light 

1,883 

470 

469 

Air  Prods  &  Chems 

1  877 

471 

500 

Kidde 

1,877 

472 

■ 

First  Executive 

1,876 

473 

462 

Western  Union 

1,869 

474 

479 

Toledo  Edison 

1,868 

475 

■ 

North  Amer  Philips 

1  854 

476 

484 

Deposit  Guaranty 

1,852 

477 

361 

Merchants  National 

1,849 

478 

456 

Genl  Tire  &  Rubber 

1,844 

479 

451 

Broadview  Financial 

1,844 

480 

■ 

Affiliated  Bshs  Colo 

1  838 

481 

■ 

Public  Service  N  M 

1,832 

482 

468 

Oklahoma  Gas  &  Elec 

1,820 

483 

481 

Holiday  Inns 

1  815 

484 

■ 

Baker  International 

1  809 

485 

497 

South  Carolina  Natl 

1,790 

486 

472 

Equitable  of  Iowa 

1,786 

487 

485 

Union  Camp 

1  780 

488 

■ 

Amer  Hospital  Supply 

1,770 

489 

461 

McGraw-Edison 

1,761 

490 

427 

Wheelabrator-Frye 

1,760 

491 

488 

Ryder  System 

1,759 

492 

477 

Gillette 

1,759 

493 

454 

Esmark 

1,743 

494 

■ 

Peoples  Bancorp 

1,743 

495 

487 

Carter  Hawley  Hale 

1,742 

496 

■ 

Texas  Gas  Transmn 

1,732 

497 

489 

Campbell  Soup 

1,723 

498 

492 

Indust  Valley  Bank 

1,718 

499 

■ 

First  Virginia  Banks 

1,713 

500 

482 

National  Distillers 

1,706 

I  Not  on  500  list  in  1980. 
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What  makes 
one  broker's  world 
tick  better  than 
another's  for  you? 


MEMBER 
NATIONAL 
ASSOCIATION 
OF  INSURANCE 
BROKERS 


The  Johnson  &Higgins  international  network  differs 
impressively  from  that  of  any  other  insurance  broker. 

As  the  most  experienced  U.S.  broker  on  the  world  scene,  we 
learned  long  ago  that  there  is  no  single  best  answer  to  mastering 
risk  management  conditions  in  different  nations.  And  that  a 
network  in  command  everywhere  simply  cannot  be  built  overnight. 

Where  we  found  brokers  of  quality— as  in  most  of  Europe,  for 
instance— we  enlisted  the  outstanding  firm  in  each  country  as  our 
exclusive  working  partner.  Where  we  didn't,  we  opened  our  own 
offices.  (We  created  the  first  J&H  office  overseas  in  1924.) 

Today  a  combined  staff  of  over  7000  people  overseas  is  ready 
to  serve  your  international  risk  management  needs.  More  than  a 
thousand  are  our  own  employees. 

The  J&H  network  delivers  the  flexibility  of  the  best  local 
thinking  with  the  maximum  in  global  coordination.  And  that's  why 
we  are  the  primary  international  broker  for  30  of  the  top  100  U.S. 
multinationals  and  why  25  more  have  us  on  their  team. 

Johnson  Higgins 

The  Private  Insurance  Broker. 
Thinking  in  a  different  dimension. 

RISK  AND  INSURANCE  MANAGEMENT  SERVICES  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


The  Forbes  Market  Value  500 


Take  a  look  at  what  happened  to 
some  of  the  bluest  of  all  the  blue 
chips.  Nearly  $120  billion  was 
blown  away  in  market  value. 
And  the  blood  is  still  running. 


B 


lue-chip  blood:  Last  year 
the  market  blew  away 
about  $119  billion  from  the 
stock  valuation  of  the  500  compa- 
nies listed  on  the  following  pages. 
Among  the  top  15  alone,  1 1 — most 
notably  big  oils — lost  $53  billion. 
Exxon  and  Standard  of  Ohio  each 
lost  more  than  $7  billion,  Mobil 
nearly  that  much,  Gulf  almost  $2  billion.  Nearly  across 
the  board— international  and  domestic,  large  and  small, 
exploration,  production  and  oil-well  services — the  oil  in- 
dustry wallowed  in  outflow  of  investor  confidence  caused 
by  the  world  oil  glut. 

But  oils  were  not  alone.  IBM,  for  example,  lost  nearly  $6 
billion  in  market  value  and  was  dislodged  from  its  longtime 
spot  as  number  one  by  AT&T  (one  of  the  few  blue  chips  to 
prosper) .  Boeing  lost  about  half  its  1 980  market  value .  Xerox, 
Raytheon  and  BankAmerica  all  took  their  lumps. 

There  were  only  3  survivors  among  the  top  15,  in 
addition  to  AT&T:  Eastman  Kodak,  Du  Pont  and  John- 
son &.  Johnson.  There  were  few  big  winners,  though.  In 
fact,  about  the  only  spectacular  performer  on  the  list 
was  little  MCI  Communications,  the  thorn  in  Ma  Bell's 
side,   which  soared  232.6%   over-the-counter  on  the 


% 

Market 

change 

Rank 

value 

over 

1981  1980 

Company 

$000,000) 

1980 

1  2 

American  Tel  &  Tel 

47,888 

32.5 

2  1 

IBM 

33,687 

-15.0 

3  3 

Exxon 

27,137 

-22.1 

4  4 

Standard  Oil  Ind 

15,354 

-34.3 

5  9 

Standard  Oil  Calif 

14,632 

-13.8 

dawning  of  the  age  of  deregulatior 
Other  good  performers:  Storag 
Technology,  the  Colorado-base 
computer  company,  up  86%;  Put 
lie  Service  of  New  Mexico  81.7% 
Geico  88.6%;  Consolidate 
Freightways  63.7%;  and  Warne 
Communications,  the  big  enter 
tainment  conglomerate,  58.6%. 
But  these  were  mostly  special  situations.  Despite 
fourth-quarter  rally,  every  major  market  indicator  suffers 
a  setback  in  1981,  with  the  blue-chip-heavy  DJIA  an 
S&P's  500  indexes  both  falling  more  than  9% .  Some  of  th 
individual  losses  have  been  recaptured  since  the  first  of  th 
year,  of  course.  IBM  gained  back  some  ground,  as  did  Gl 
and  GM.  But  not  big  oil — the  six  biggest  oil  companie 
have  continued  to  slide,  and  smaller  oils  and  oilfield 
services  companies  have  been  among  the  big  losers  in  th' 
first  quarter.  Moreover,  despite  some  signs  of  a  sprin, 
rally,  the  market  as  a  whole  is  now  even  further  behind 
The  broadly  based  Wilshire  index  of  5,000  stocks  has  fallei 
7.1%  since  the  first  of  the  year,  and  the  Dow  industrial 
even  briefly  drifted  below  the  800  level  in  March.  Thi 
bottom?  Who  knows?  It's  hard  to  find  a  bottom  in  all  that 
blue-chip  blood. 
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HOW  TO  PICK  A 
T  SITE  FOR  THE 
LONG  HAUL* 


1 


COVER  LOTS 
•OF  GROUND. 


To  find  the  property  -that's 
!  right  for  you,  you'll  want  to 
I  see  and  compare  many 
i  sites  and  areas.  And  as  the 
I  nation's  longest  railroad, 
i  Burlington  Northern  can  offer 
j  you  a  wide  variety  of  choices 
;  in  the  25  states  we  serve.  You  can 
j  consider  both  our  substantial  real 
i  estate  holdings  and  those  of  private 
j  developers  with  whom  we  work 
!  closely.  We  have  sites  in  or  near  most 
■  major  markets  from  Canada  to  the 
;  Gulf,  and  from  the  Pacific  Northwest 

to  Alabama  and  Florida. 


^•SEETHE  SITES. 

As  you  narrow  your  search,  you'll  want 
to  take  a  look  at  specific  properties 
and  areas.  If  we  can  help  get  you 


there  or  facilitate 
your  inspection,  please  give 
us  a  call.  We're  here  to  help. 

3 TAKE  ADVANTAGE 
•  OF  LOCAL  EXPERTS. 

You'll  need  information.  Good 
information  keyed  to  local  areas.  Like 
the  labor  supply.  Power  and  water 
supply  and  rates.  Tax  laws.  Zoning 
laws.  Location  of  natural  resources. 
Proximity  to  transportation.  Govern- 


Donald  A.  Cowles 

810  Third  Avenue 
Seattle,  WA  98101 
(206)  625-6424 


Robert  E.  Munn 

1405  Curtis  Street 
Denver,  CO  80202 
(303)  458-4346 


Blane  L.  Pound 

175  N.  27th  Street 
Billings,  MT  59101 
(406)  657-8347 


William  R.  Hessi 

906  Olive  Street 
St.  Louis,  MO  63101 
(314)  342-8510 


O.  Jay  Norman 

330  Second  Avenue 
Minneapolis,  MN 
55401 

(612)  370-3346 


Raymond  J. 
Townsend 

547  W.  Jackson  Blvd. 
Chicago,  IL  60606 
(312)  435-4346 


Norman  G.  Brooks 

P.O.  Box  943 

Fort  Worth,  TX  76101 

(817)  332-8131 


Richard  G. 
Weidner,  Mgr. 
Nat'l  Accounts 
906  Olive  Street 
St.  Louis,  MO  63101 
(314)  342-8465 


mental  climate.  In  short,  you  need 
a  local  expert.  And  here's  how  you 
get  one.  Call  or  write  any  of  our 
representatives  listed  below.  Or,  if 
you  prefer,  call  Ernie  Grinnell, 
Vice  President,  or  Ed  Riebow, 
Director  of  Field  Operations,  in  St. 
Paul,  at  (612)  298-2346. 

4 KEEP  IT  STRICTLY 
•  CONFIDENTIAL. 

We've  been  in  the  plant  location 
business  for  a  good  long  time.  Our 
trained,  experienced  staffs  understand 
the  importance  of  keeping  your  plans 
and  activities  completely  confidential. 
So  that's  exactly  what  we  do. 

We  can't  take  all  the  hassle  out  of 
plant  site  selection.  But  we  can  make 
it  a  lot  easier.  Just  give  us  a  call. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  C582 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


Meeting  Japan's  Challenge 
Tenth  in  a  Series 


GIVE  AMERICAN 

WORKERS  THE 


THEY  CAN 

OUTPERFORM 

ANYBODY 
IN  THE  WORLD. 


At  Motorola,  that's  a  long-held  belief.  More  than  that,  it's  a  long-term  business  principle. 
We've  been  operating  on  this  principle  for  at  least  fifteen  years.  And  we've  coined  a 
me  for  it.  We  call  it  Tool  Management  Culture  (TMC). 

TMC  means  supplying  every  employee  with  the  best  equipment  to  do  the  job. 
om  pencils  to  computers.  TMC  also  means  investing  the  resources  to  make  it  work.  And 
rest  we  do.  Of  1981's  capital  expenditures  of  $317  million,  nearly  70%  was  put 
hind  TMC. 

But  it  also  takes  employee  understanding  and  motivation  to  make  TMC  work, 
cause  employees  are  the  prime  movers  in  recommending  new  tools,  methods  and 
:hniques. 

That's  where  our  Participative  Management  Program  has  been  a  tremendous  help 
cause  this  program  not  only  makes 
ery  employee  a  member  of  the  man- 
ement  team,  it  allows  them  to  make 
commendations  to  improve  their  own 
bductivity. 

As  participants  in  management, 
otorola  people  know  that  better  tools 
oduce  better  quality,  higher  produc- 
lty,  increased  demand  in  the  market- 
ace.  And  that  helps  reduce  costs, 
eserve  jobs,  and  make  the  company's 
oducts  more  competitive'. 

lake  our  Communications  Sector 
r  example.  With  thousands  of  people 
the  field  servicing  land  mobile  com- 
unications  products  with  dozens  of 
parate  pieces  of  test  equipment,  our 
ople  saw  a  need  for  something 

tter  So  they  invented  the  R2001,a  single  m-the-field  test  unit  that  could  handle  12 
actions  in  one  test  unit. 

There  isn't  another  piece  of  service  equipment  like  it.  Amazingly,  it  not  only  services 
Motorola's  land  mobile  communications  products,  it  can  service  anyone  else's, 
s  a  result,  the  R2001  has  expanded  the  test  equipment  market  for  us,  in  addition  to  pro- 
ding  a  better  tool  for  our  own  people. 

Clearly,  it's  for  reasons  like  this  we're  a  world  leader  in  land  mobile  communications, 
id  it's  also  an  example  that  proves  our  point. 

Giving  people  the  right  tools  can  help  a  company  work  a  lot  smarter. 
But  to  give  them  the  right  tools,  you've  also  got  to  give  them  their  heads. 
And  once  you  do  that,  they'll  help  you  compete  with  anybody  at  home  or  abroad. 

AA)  MOTOROLA  A  World  Leader  in  Electronics. 


Motorola's  R2001.  In  one  "m-the-beld"  test  unit  a  signal  generator  a  frequency, 
modulation,  and  RF  power  meter  a  spectrum  analyzer  a  duplex  generator  RF  memory 
tables,  a  code  synthesizer  an  audio  frequency  counter  a  digital  voltmeter,  an  oscilloscope, 
and  a  sweep  generator 


Quality  and  productivity  through  employee  participation  in  management. 


)82  Motorola  Inc  Motorola  and  (M)  are  registered  trademarks  of  Motorola,  Inc 


The  Forbes  Market  Value  500 


Rank 
1981  1980 


Company 


% 

Market  change 
value  over 
($000,0001  1980 


6 

6 

Shell  Oil 

13,596 

-24.4 

7 

11 

General  Electric 

13,068 

-6.3 

8 

12 

General  Motors 

11,690 

-12.3 

9 

14 

Eastman  Kodak 

11,558 

2.7 

10 

10 

Atlantic  Richfield 

11,304 

-25.3 

11 

8 

Mobil 

10,264 

-40.2 

12 

7 

Standard  Oil  Ohio 

10,206 

-42.3 

13 

25 

E  I  du  Pont 

8,733 

41.9 

14 

13 

Texaco 

8,545 

-33.7 

15 

24 

Johnson  &  Johnson 

6,945 

12.6 

16 

29 

Procter  &  Gamble 

6,667 

17.0 

17 

17 

Gulf  Oil 

6,554 

-22.8 

18 

18 

Union  Oil  California 

6,532 

-15.6 

19 

22 

Minn  Mining  &  Mfg 

6,402 

-7.5 

20 

23 

Merck 

6,273 

-1.0 

21 

16 

Phillips  Petroleum 

6,163 

-31.1 

22 

15 

Halliburton 

6,148 

-37.5 

23 

30 

Philip  Morris 

6,113 

13.3 

24 

41 

American  Home  Prod 

5,660 

29.4 

25 

37 

Sears  Roebuck 

5,610 

16.7 

26 

27 

Sun  Company 

5,438 

-8.7 

27 

46 

General  Tel  &  Elec 

5,302 

25.6 

28 

20 

Getty  Oil 

5,298 

-29.8 

29 

19 

Union  Pacific 

5,011 

-33.7 

30 

28 

Dow  Chemical 

4,972 

-15.3 

31 

38 

R  J  Reynolds  Inds 

4,918 

3.5 

32 

35 

Caterpillar  Tractor 

4,861 

-3.1 

33 

31 

Hewlett-Packard 

4,861 

-9.9 

34 

42 

Digital  Equipment 

4,733 

8.5 

35 

34 

Superior  Oil 

4,692 

-6.7 

36 

32 

SmithKline  Beckman 

4,512 

-15.2 

37 

26 

Tenneco 

4,325 

-28.7 

38 

48 

Coca-Cola 

4,296 

4.1 

39 

36 

Eli  Lilly 

4,255 

-11.9 

40 

65 

American  Express 

4,104 

43.1 

41 

50 

Pfizer 

3,991 

1.5 

42 

52 

Intl  Tel  &  Tel 

3,873 

5.5 

43 

68 

American  Intl  Group 

3,714 

30.9 

44 

43 

Weyerhaeuser 

3,700 

-13.6 

45 

49 

Cities  Service 

3,572 

-10.2 

46 

67 

Aetna  Life  &  Cas 

3,531 

24.1 

47 

59 

Bristol-Myers 

3,531 

6.3 

48 

56 

Union  Carbide 

3,523 

4.1 

49 

78 

Tandy 

3,491 

37.8 

50 

33 

Xerox 

3,423 

-32.3 

51 

100 

Warner  Commun 

3,405 

58.6 

52 

55 

Texas  Oil  &  Gas 

3,334 

-2.5 

53 

82 

PepsiCo 

3,332 

34.0 

54 

53 

Abbott  Laboratories 

3,308 

-5.2 

55 

64 

Citicorp 

3,164 

6.4 

56 

39 

Raytheon 

3,146 

-31.4 

57 

40 

BankAmerica 

3,136 

-29.6 

58 

76 

AMAX 

2,981 

16.4 

59 

90 

Emerson  Electric 

2,902 

25.1 

60 

63 

Teledyne 

2,861 

-3.9 

Rank 
1981  1980 


Company 


% 

Market  change 
value  over 
($000,000)  1980 


61 

89 

Dart  &  Kraft 

2,769 

16.9 

62 

83 

Monsanto 

2,768 

11.5 

63 

77 

Pacific  Gas  &  Elec 

2,721 

7.2 

64 

96 

United  States  Steel 

2,706 

24.0 

65 

80 

NL  Industries 

2,642 

4.4 

66 

115 

McDonald's 

2,630 

34.4 

67 

84 

American  Elec  Power 

2,619 

5.6 

68 

47 

Dresser  Industries 

2,612 

-37.6 

69 

60 

Baker  International 

2,589 

-20.2 

70 

118 

So  Calif  Edison 

2,519 

29.6 

71 

57 

Rockwell  Intl 

2,490 

-26.4 

72 

75 

Pennzoil 

2,457 

-5.3 

73 

114 

Commonwlth  Edison 

2,435 

24.0 

74 

117 

CSX 

2,407 

23.4 

75 

62 

Deere 

2,397 

-20.3 

76 

133 

Baxter  Travenol  Labs 

2,363 

28.2 

77'' 

66 

Fluor 

2,344 

-18.2 

78 

105 

Southern  Company 

2,291 

10.9 

79 

71 

Occidental  Petroleum 

2,284 

-17.3 

80 

58 

Litton  Industries 

2,277 

-32.7 

81 

152 

Cooper  Industries 

2,262 

39.3 

82 

73 

Hughes  Tool 

2,208 

-16.6 

83 

70 

W  R  Grace 

2,182 

-21.4 

84 

81 

Westinghouse  Elec 

2,175 

-13.5 

85 

45 

Boeing 

2,171 

-48.9 

86 

72 

United  Technologies 

2,166 

-18.7 

87 

111 

J  P  Morgan 

2,095 

4.9 

88 

137 

Texas  Utilities 

2,065 

15.4 

89 

158 

Consolidated  Edison 

2,062 

31.6 

90 

86 

Ford  Motor 

2,016 

-16.2 

91 

102 

American  Brands 

2,014 

-4.3 

92 

147 

J  C  Penney 

2,006 

21.9 

93 

87 

Burlington  Northern 

1,993 

-16.9 

94 

85 

Georgia-Pacific 

1,991 

-19.4 

95 

91 

Wang  Laboratories 

1,986 

-13.8 

96 

54 

Amerada  Hess 

1,965 

-43.7 

97 

■ 

Nabisco  Brands 

1,964 

NA 

98 

95 

K  mart 

1,953 

-11.5 

99 

104 

International  Paper 

1,941 

-6.4 

100 

107 

Kerr-McGee 

1,938 

-5.3 

101 

120 

Gannett 

1,916 

-1.1 

102 

97 

Alcoa 

1,908 

-12.4 

103 

172 

Time  Inc 

1,904 

30.6 

104 

69 

Texas  Instruments 

1,898 

-32.4 

105 

61 

Santa  Fe  Industries 

1,883 

-37.4 

106 

203 

Anheuser-Busch  Cos 

1,871 

49.2 

107 

148 

Travelers 

1,863 

13.2 

108 

140 

Signal  Companies 

1,833 

5.2 

109 

130 

AMP 

1,828 

-2.1 

110 

160 

Duke  Power 

1,825 

16.7 

111 

92 

Motorola 

1,823 

-20.4 

112 

119 

TRW 

1,821 

-6.2 

113 

116 

Amer  Hospital  Supply 

1,815 

-7.1 

114 

106 

Avon  Products 

1,805 

-12.1 

115 

184 

General  Mills 

1,790 

31.6 

Rank 
1981  1980 


Company 


Market 
value 
($000,000 


116 

149 

Hospital  Corp  of  Am 

1,788 

117 

237 

Northwest  Industries 

1,783 

118 

161 

Chase  Manhattan 

1,783 

119 

98 

Houston  Natural  Gas 

1,782 

120 

154 

Warner-Lambert 

1,773 

121 

103 

Armco 

1,772 

122 

51 

Phibro 

1,771 

123 

156 

Dun  &  Bradstreet 

1,764 

124 

129 

Beatrice  Foods 

1,762 

125 

226 

General  Re 

1,760 

126 

181 

Federated  Dept  Stores 

1,743 

127 

162 

Kellogg 

1,720 

128 

195 

Norfolk  &  Western  Ry 

1,700 

129 

166 

CPC  International 

1,696 

130 

145 

Walt  Disney 

1,695 

131 

122 

Freeport-McMoran 

1,655 

132 

208 

United  Telecom 

1,638 

133 

175 

Squibb 

1,637 

134 

492 

MCI  Communications 

1,628 

135 

108 

Upjohn 

1,620 

136 

79 

Honeywell 

1,619 

137 

112 

Diamond  Shamrock 

1,594 

138 

178 

G  D  Searle 

1,590 

139 

167 

General  Foods 

1,570 

140 

206 

Middle  South  Utils 

1,563 

141 

177 

Times  Mirror 

1,562 

142 

282 

Dow  Jones 

1,554 

143 

198 

Pub  Svc  Elec  &  Gas 

1,550 

144 

74 

Sperry 

1,509 

145 

211 

Transamerica 

1,499 

146 

143 

Panhandle  Eastern 

1,493 

147 

99 

Schering-Plough 

1,489 

148 

136 

Allied  Corp 

1,481 

149 

229 

Phila  Electric 

1,478 

150 

204 

Southern  Railway 

1,474 

151 

217 

Waste  Management 

1,453 

152 

212 

Kimberly-Clark 

1,448 

153 

258 

Dayton-Hudson 

1,440 

154 

93 

Burroughs 

1,429 

155 

134 

Cameron  Iron  Works 

1,423 

156 

165 

McDermott 

1,409 

157 

146 

Archer  Danls  Midland 

1,393 

158 

159 

American  Cyanamid 

1,391 

159 

187 

First  Interstate 

1,385 

160 

174 

SONAT 

1,382 

161 

121 

InterNorth 

1,380 

162 

94 

RCA 

1,377 

163 

273 

Wal-Mart  Stores 

1,377 

164 

219 

Colgate-Palmolive 

1,373 

165 

232 

Goodyear 

1,369 

166 

290 

General  Instrument 

1,364 

167 

101 

Mesa  Petroleum 

1,361 

168 

182 

Sterling  Drug 

1,348 

169 

144 

ENSERCH 

1,345 

170 

209 

Continental  Corp 

1,341 

I  Not  on  500  list  in  1980  NC:  not  comparable.  NA.  not  available 
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WestLB 


Headquarters 
PO  Box  1128 
D-4000  Dusseldorf  1 
Tel  (211)826-01 
Frankfurt  Office: 
Tel  (611)25791 
Branches 

London.  Tel  6386141 
New  York.  Tel  754-9600 
Tokyo.  Tel  216-0581 
Subsidiaries: 
WestLB  International  S  A 
Luxembourg.  Tel  447411 
WestLB  Asia  Limited. 
Hong  Kong.Tel.  5-259  206 
Representative  Offices 
Latin-America  Office 
New  York.  Tel  754-9620 
Rio  de  Janeiro. 
Tel  2624821 
Toronto.  Tel  8691085 
Tokyo. Tel  213-1811 
Melbourne.  Tel  6541655 
Participations 
Banque 

Franco-Allemande  S  A 
Paris.Tel  5630109 
Banco  da  Bahia 
Investimentos  S  A 
Rio  de  Janeiro. 
Tel  2  5397  23 


New  York  Branch: 
450  Park  Avenue 
New  York,  N  Y.  10022 
Tel.:  (212)  754-9600 
Telex:  420736 


WestLB  derives  its  prowess  in  international 
finance  from  multiple  sources. 


Large-scale  financing 
calls  for  a  bank  with  all  the 
credentials  and  expertise 
needed  to  ensure  a  smooth, 
competitive  functioning  of 


any  major  money  raising 
operation. 

WestLB's  approach  in  ini- 
tiating and  organizing  world- 
wide syndicates,  its  own 
resources,  international  flexi- 
bility and  well-balanced 
sources  of  funds  make  the 


Bank,  one  of  Germany's  top 
three  international  institu- 
tions, a  solid  wholesale 
financing  partner. 


Westdeutsche  Landesbank 

A  strong  force  in  wholesale  banking 


The  Forbes  Market  Value  500 


Rank 
1981  1980 


Company 


% 

Market  change 
value  over 
($000,0001  1980 


Rank 
1981  1980 


Company 


% 

Market  change 
value  over 
($000,000)  1980 


Rank 
1981  1980 


Mark< 
value 

Company  ($000,01 


171 

109 

Texas  Eastern 

1,340 

-33.0 

172 

213 

Houston  Industries 

1,339 

10.2 

173 

236 

Florida  Power  &  Lt 

1,330 

16.5 

174 

192 

CBS 

1,324 

-0.3 

175 

88 

General  Dynamics 

1,314 

-44.6 

176 

207 

Continental  Illinois 

1,312 

6.7 

177 

255 

H  I  Heinz 

1,311 

22.5 

178 

196 

Control  Data 

1,306 

0.3 

179 

135 

Martin  Marietta 

1,305 

-28.0 

180 

197 

Humana 

1,303 

0.0 

181 

239 

Ralston  Purina 

1,295 

14.3 

182 

153 

Harris  Corp 

1,287 

-20.5 

183 

235 

McGraw-Hill 

1,287 

12.5 

184 

183 

PPG  Industries 

1,283 

-5.7 

185 

180 

Merrill  Lynch 

1,282 

-7.3 

186 

157 

Missouri  Pacific 

1,276 

-19.9 

187 

125 

Natomas 

1,246 

-34.5 

188 

262 

InterFirst 

1,235 

19.4 

189 

326 

Federal  Express 

1,231 

52.4 

190 

260 

Va  Electric  &  Power 

1,231 

18.7 

191 

249 

Mfrs  Hanover 

1,230 

11.9 

192 

131 

Apple  Computer 

1,226 

-34.3 

193 

163 

Combustion  Eng 

1,221 

-20.5 

194 

201 

Marsh  &  McLennan 

1,221 

-3.2 

195 

210 

Union  Camp 

1,207 

-1.4 

196 

216 

El  Paso 

1,205 

0.2 

197 

194 

Big  Three  Industries 

1,199 

-8.6 

198 

171 

SEDCO 

1,198 

-17.9 

199 

151 

Southland  Royalty 

1,191 

-26.7 

200 

283 

Texas  Commerce  Bshs 

1,185 

25.2 

201 

241 

Dover 

1,181 

5.3 

202 

221 

Gulf  &  Western  Inds 

1,170 

-1.9 

203 

222 

USF&G 

1,169 

-1.7 

204 

416 

Storage  Technology 

1,168 

86.0 

205 

218 

Newmont  Mining 

1,166 

-3.0 

206 

110 

NCR 

1,161 

-41.9 

207 

272 

Long  Island  Lighting 

1,149 

17.3 

208 

170 

Perkin-Elmer 

1,148 

-21.5 

209 

191 

Utd  Energy  Resources 

1,148 

-13.8 

210 

126 

McDonnell  Douglas 

1,146 

-39.4 

211 

132 

Murphy  Oil 

1,137 

-39.0 

212 

285 

Carolina  Pwr  &  Lt 

1,137 

22.5 

213 

281 

Security  Pacific 

1,136 

19.3 

214 

185 

Bendix 

1,134 

-16.6 

215 

263 

Central  &  South  West 

1,131 

10.2 

216 

246 

Southern  Pacific 

1,127 

2.2 

217 

139 

Levi  Strauss 

1,124 

-36.1 

218 

190 

Columbia  Gas  System 

1,121 

-15.9 

219 

248 

Loews 

1,118 

1.6 

220 

310 

Arizona  Public  Serv 

1,117 

32.5 

221 

127 

Louisiana  Land 

1,116 

-40.8 

222 

245 

Pioneer 

1,112 

0.6 

223 

287 

Chesebrough-Pond's 

1,105 

21.0 

224 

291 

Borg-Warner 

1,105 

23.4 

225 

176 

Ingersoll-Rand 

1,100 

-22.9 

226 

358 

Fort  Howard  Paper 

1,090 

45.0 

227 

186 

Transco  Companies 

1,088 

-19.8 

228 

284 

Farmers  Group 

1,086 

14.9 

229 

189 

Champion  Intl 

1,084 

-18.9 

230 

286 

Detroit  Edison 

1,082 

18.4 

231 

224 

Air  Prods  &  Chems 

1,076 

-8.8 

232 

242 

St  Regis  Paper 

1,075 

-4.0 

233 

254 

Continental  Group 

1,074 

0.3 

234 

220 

General  Signal 

1,071 

-10.4 

235 

264 

Carnation 

1,065 

5.2 

236 

202 

Western  Co  No  Amer 

1,062 

-15.7 

237 

141 

Revlon 

1,052 

-39.1 

238 

352 

Dana 

1,049 

38.3 

239 

314 

Niagara  Mohawk  Pwr 

1,039 

24.2 

240 

173 

Smith  International 

1,038 

-28.1 

241 

279 

Consumers  Power 

1,032 

7.7 

242 

302 

Continental  Tel 

1,028 

17.2 

243 

124 

Tom  Brown 

1,028 

-46.3 

244 

240 

Tektronix 

1,027 

-9.1 

245 

298 

Tandem  Computers 

1,025 

15.5 

246 

325 

St  Paul  Companies 

1,023 

26.0 

247 

367 

Cox  Broadcasting 

1,020 

37.8 

248 

230 

Datapoint 

1,018 

-11.8 

249 

231 

Bethlehem  Steel 

1,016 

-11.9 

250 

311 

Gillette 

1,015 

20.6 

251 

244 

Hilton  Hotels 

1,013 

-9.1 

252 

128 

Mitchell  Enrgy  &  Dev 

1,012 

-46.1 

253 

247 

Consol  Natural  Gas 

1,004 

-9.0 

254 

288 

American  General 

1,003 

9.9 

255 

332 

Penn  Power  &  Light 

1,001 

26.5 

256 

261 

Nalco  Chemical 

994 

-4.0 

257 

142 

Intel 

985 

-42.8 

258 

238 

MCA 

985 

-13.4 

259 

227 

M/A-Com 

982 

-15.5 

260 

259 

Stauffer  Chemical 

979 

-5.7 

261 

353 

Amer  Broadcasting 

979 

29.1 

262 

296 

Melville 

978 

9.9 

263 

348 

First  City  Bancorp 

977 

28.2 

264 

297 

Knight-Ridder  News 

974 

9.7 

265 

225 

Delta  Air  Lines 

974 

-17.0 

266 

257 

Becton,  Dickinson 

972 

-7.6 

267 

328 

Hercules 

962 

19.3 

268 

354 

Capital  Cities  Comm 

961 

26.7 

269 

277 

Pittston 

952 

-1.4 

270 

338 

Crum  &  Forster 

951 

21.6 

271 

193 

Lubrizol 

949 

-27.9 

272 

251 

Corning  Glass  Works 

948 

-13.2 

273 

320 

Marriott 

938 

14.3 

274 

199 

Helmerich  &  Payne 

936 

-28.0 

275 

362 

Masco 

931 

24.6 

276 

266 

Campbell  Soup 

923 

-8.1 

277 

379 

Whirlpool 

920 

31.9 

278 

324 

Ohio  Edison 

915 

12.4 

279 

214 

General  American  Oil 

914 

-24.5 

280 

289 

Boise  Cascade 

913 

0.5 

281 

337 

Jack  Eckerd 

91 

282 

381 

Brown-Forman  Dist 

90! 

283 

275 

Pacific  Pwr  &  Lt 

90; 

284 

265 

Textron 

90i 

285 

293 

Arkla 

89' 

286 

188 

Petrolane 

891 

287 

252 

Computervision 

88' 

288 

350 

Bankers  Trust  NY 

88: 

289 

407 

Central  Tel  &  Utils 

88! 

290 

233 

Amer  Nat  Resources 

88. 

291 

409 

Chemical  New  York 

88; 

292 

323 

Penn  Central 

87« 

293 

333 

Celanese 

87. 

294 

382 

Consolidated  Foods 

87C 

295 

349 

Eaton 

87C 

296 

386 

R  H  Macy 

87C 

297 

373 

Genuine  Parts 

86? 

298 

368 

Owens-Illinois 

m 

299 

357 

Pillsbury 

85C 

300 

378 

Public  Service  Ind 

85; 

301 

138 

Intl  Minerals  &  Chem 

854 

302 

305 

Holiday  Inns 

85^ 

303 

425 

Republic  of  Texas 

85^ 

304 

316 

Lincoln  National 

85( 

305 

343 

Auto  Data  Processing 

848 

306 

405 

Amer  Medical  Intl 

846 

307 

228 

MAPCO 

84fl 

308 

271 

FMC 

83!j 

309 

253 

Ashland  Oil 

83(j 

310 

421 

Illinois  Power 

82)j 

311 

347 

Borden 

82(] 

312 

414 

Pioneer  Hi-Bred  Intl 

818 

313 

393 

Cleveland  Elec  Ilium 

81? 

314 

179 

Williams  Companies 

819 

315 

374 

Union  Electric 

813 

316 

■ 

Midcon 

809 

317 

295 

American  Standard 

808 

318 

406 

Utah  Power  &  Light 

798 

319 

342 

Natl  Medical  Entrprs 

798 

320 

300 

Gould 

796 

321 

278 

Cabot 

792 

322 

256 

Rowan  Companies 

791 

323 

363 

LTV 

789 

324 

317 

NLT 

788 

325 

335 

Avnet 

788 

326 

432 

Rohm  &  Haas 

787 

327 

404 

Baltimore  Gas  &  Elec 

782 

328 

306 

Northrop 

782 

329 

205 

Crown  Zellerbach 

779 

330 

366 

Square  D 

778 

331 

294 

Wheelabrator-Frye 

771 

332 

309 

National  Distillers 

771 

333 

420 

First  Chicago 

768 

334 

268 

Coastal  Corp 

767 

335 

267 

Sundstrand 

764 

I  Not  on  500  list  in  1980.  NC:  not  comparable.  NA:  not  available 
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IlTs  not-so-hidden  asset. 

In  our  new  annual  report,  customers  comment 
on  the  reliability  of  the  operating  companies 
serving  Ill's  four  major  markets:  Nationwide 
trucking.  Paper  and  food  distribution.  Waste 
management  for  industry.  Agribusiness  and 
land  development  Our  goal  is  to  provide  quality 
services  for  our  customers  while  creating 
greater  value  for  our  shareholders,  and  we're 
achieving  results.  In  the  four  years  since  we 
began  restructuring  our  $2.3  billion  company, 
return  on  shareholders'  equity  has  averaged 
22%.  To  check  our  progress  and  to  see  what  cus- 
tomers are  saying  about  us,  write  for  our  1981 
annual  report.  IU  International,  Corporate 
Affairs  Dept.,  1500  Walnut  St.,  Philadelphia, 
PA  19102. 


Ryder  Truck  Lines  and  Pacific  Intermountain  Express,  with  combined  revenues  topping 
$1  billion,  make  IU  the  nation's  second  largest  trucking  operation- 


en  a  family  keeps  climbing, 
climbing...climbing... 

It  must  be  USLIFE* 

In  an  economy  buffeted  by  turbulence, 
some  companies  lose  their  direction  and 
wander  off  course. 

But  not  USLIFE.  Today,  more  than  ever, 
USLIFE  is  moving  ahead.  Climbing  higher. 
Innovating  more  new  life  insurance  products 
for  the  '80s.  And  selling  more  new  policies,  too. 
Fact  is,  in  1981,  USLIFE's  life  insurance  in  force 
increased  $6.2  billion,  to  total  $48.2  billion. 
Our  sales  of  ordinary  life  insurance  policies  rose 
a  healthy  17%.  Results  that  aren't  all  that  sur- 
prising when  you  consider  the  marketing  savvy 
behind  them.  Results  that  reflect  the  real 
strength  of  USLIFE. 

What  else  is  propelling  USLIFE  to  higher 
altitudes  year  after  year?  Ask  for  our  annual 
report  and  latest  quarterly  earnings  by  writ- 
ing to  Department  M,  USLIFE  Corporation, 
125  Maiden  Lane,  New  York,  NY  10038.  If  you 
prefer,  call  212-709-6226. 


Our  family  of  companies. 
Life  Insurance  Financial  Services 


The  United  States  Life 
Insurance  Company 
USLIFE  Life  Insurance 
Company  of  California 
USLIFE  Credit  Life 
Great  National  Life 
Old  Line  Life 
All  American  Life 
Lincoln  Liberty  Life 


USLIFE  Advisers,  Inc. 

USLIFE  Credit  Corporation 

USLIFE  Equity  Sales 

USLIFE  Realty  ■  

USLIFE  Real  Estate  Services 

USLIFE  Systems  

USLIFE  Title  Insurance 
Company  of  Dallas 


Sooner  Life   USLIFE  Title  Insurance 

Security  of  America  Life         Company  of  New  York 


U4.IFE 

life  is  a  family  affair 


The  Forbes  Market  Value  500 


Rank 
1981  1980 


Company 


% 

Market  change 
value  over 
($000,000)  1980 


336 

397 

City  Investing 

762 

13.9 

337 

318 

Tidewater 

761 

-7.4 

338 

434 

Colt  Industries 

761 

28.8 

339 

383 

Roadway  Express 

759 

9.7 

340 

380 

Winn-Dixie  Stores 

759 

9.2 

341 

454 

Allegheny  Power 

755 

36.3 

342 

439 

Bally  Manufacturing 

752 

28.2 

343 

■ 

Texas  International 

752 

2.5 

344 

500 

Southland  Corp 

752 

55.1 

345 

234 

CBI  Industries 

751 

-34.4 

346 

223 

Noble  Affiliates 

746 

-37.3 

347 

385 

Safeco 

746 

8.1 

348 

■ 

Cent!  Louisiana  Engy 

744 

NC 

349 

427 

Heublein 

736 

20.9 

350 

336 

Phelps  Dodge 

731 

-7.0 

351 

429 

Kroger 

728 

20.5 

352 

391 

Timken 

727 

7.1 

353 

341 

May  Dept  Stores 

726 

-6.0 

354 

329 

NICOR 

723 

-9.4 

355 

451 

Pacific  Lighting 

723 

29.3 

356 

419 

Mellon  National 

722 

16.0 

357 

428 

Firestone 

721 

19.0 

358 

459 

Northeast  Utilities 

721 

32.1 

359 

446 

Gulf  States  Utils 

719 

26.5 

360 

463 

Super  Valu  Stores 

718 

34.2 

361 

355 

Household  Intl 

717 

-5.4 

362 

315 

Intl  Flavors  &  Frag 

713 

—14.4 

363 

270 

Norton 

713 

-27.9 

364 

400  R  R  Donnelley  &  Sons 

713 

7.9 

365 

312 

Texas  Gas  Transmn 

709 

-15.6 

366 

412 

No  States  Power 

708 

12.2 

367 

304 

Pogo  Producing 

707 

-19.3 

368 

274 

Reading  &  Bates 

705 

-27.7 

369 

280 

Global  Marine 

704 

-26.2 

370 

215 

Prime  Computer 

700 

-42.0 

371 

422 

Greyhound 

699 

13.5 

372 

424 

Quaker  Oats 

696 

13.5 

373 

330 

Safeway  Stores 

692 

-13.1 

374 

321 

Owens-Corning  Fbrgls 

690 

-15.8 

375 

479 

Burlington  Inds 

687 

36.0 

376 

■ 

Electronic  Data  Sys 

687 

49.8 

377 

372 

Joy  Manufacturing 

686 

-5.5 

378 

■ 

Allied  Bancshares 

683 

82.3 

379 

327 

Scott  Paper 

682 

-15.5 

380 

■ 

E  F  Hutton  Group 

678 

53.8 

381 

319 

Polaroid 

674 

-18.0 

382 

394 

lnterco 

671 

-0.8 

383 

200 

ASARCO 

670 

-47.7 

384 

440 

PACCAR 

668 

14.5 

385 

438 

American  Can 

666 

13.4 

386 

452 

Supron  Energy 

664 

18.9 

387 

356 

Lucky  Stores 

659 

-13.0 

388 

276 

Kaiser  Alum  &  Chem 

657 

-32.0 

389 

■ 

Combined  Internatl 

651 

36.2 

390 

■ 

Engelhard 

650 

NA 

Rank 


% 

Market  change- 
value  over 


1981 

1980 

Company 

$000,0001 

1980 

391 

■ 

Richardson-Vicks 

649 

NA 

392 

426 

Deluxe  Check  Printers 

646 

5.9 

393 

466 

Potomac  Elec  Power 

643 

21.1 

394 

■ 

AMF 

640 

41.6 

395 

444 

Public  Service  Colo 

640 

12.3 

396 

340 

Black  &  Decker 

637 

-17.6 

397 

346 

Belco  Petroleum 

637 

-16.8 

398 

■ 

Metromedia 

635 

48.6 

399 

369 

Bausch  &  Lomb 

629 

-14.4 

400 

360 

Northwest  Bancorp 

629 

-16.0 

401 

■ 

Scientific-Atlanta 

628 

58.5 

402 

243 

Homestake  Mining 

626 

-43.8 

403 

462 

Esmark 

626 

16.0 

404 

■ 

Browning-Ferris  Inds 

625 

50.0 

405 

■ 

Baldwin-United 

623 

45.7 

406 

■ 

Western  Union 

622 

62.9 

407 

,  ■ 

Vulcan  Materials 

620 

29.9 

408 

345 

Geosource 

616 

-19.5 

409 

433 

Westvaco 

614 

2.7 

410 

403 

Wells  Fargo 

614 

-5.8 

411 

■ 

Toys  "R"  Us 

612 

74.3 

412 

269 

Parker  Drilling 

610 

-38.6 

413 

375 

Norton  Simon 

609 

-15.3 

414 

486 

Capital  Holding 

608 

22.6 

415 

388 

Mead 

604 

-11.7 

416 

410 

Medtronic 

602 

-5.8 

417 

435 

McGraw-Edison 

601 

2.2 

418 

364 

Pacific  Lumber 

600 

-19.5 

419 

478 

Duquesne  Light 

600 

18.4 

420 

■ 

So  New  England  Tel 

600 

33.3 

421 

351 

Zapata 

599 

-21.1 

422 

376 

Louisiana-Pacific 

598 

-16.4 

423 

413 

American  Petrofina 

596 

-5.5 

424 

417 

Gt  Northern  Nekoosa 

595 

-4.8 

425 

■ 

Ryder  System 

592 

28.2 

426 

490 

Foremost-McKesson 

586 

19.0 

427 

■ 

Public  Service  N  M 

586 

81.7 

428 

473 

Northwest  Airlines 

585 

13.8 

429 

370 

Cincinnati  Milacron 

583 

-20.6 

430 

■ 

First  Natl  Boston 

580 

29.4 

431 

■ 

Wisconsin  Elec  Pwr 

576 

29.1 

432 

392 

Data  General 

574 

-15.4 

433 

493 

Parker- Hannifin 

571 

16.8 

434 

■ 

Florida  Power 

570 

28.3 

435 

■ 

Olin 

567 

18.0 

436 

496 

Chubb 

566 

16.5 

437 

■ 

Lockheed 

565 

41.1 

438 

■ 

Hershey  Foods 

564 

69.5 

439 

■ 

New  England  Electric 

563 

23.8 

440 

430 

EG&G 

560 

-6.7 

441 

■ 

GEICO 

559 

88.6 

442 

■ 

No  Indiana  Pub  Svc 

557 

17.7 

443 

331 

ROLM 

556 

-29.9 

444 

485 

Diamond  Intl 

554 

11.3 

445 

456 

lefferson-Pilot 

554 

0.3 

Rank 
1981  1980 


Company 


Markel 
value 
($000,001 


446 

■ 

Berkshire  Hathaway 

 1 

553 

447 

464 

U  S  Gypsum 

552 

448 

477 

Crocker  National 

547 

449 

399 

Eastern  Gas  &  Fuel 

547 

450 

365 

r  W  Woolworth 

545 

451 

■ 

Cincinnati  G  &  E 

543| 

452 

■ 

A  C  Nielsen 

540 

453 

402 

Raychem 

536! 

454 

■ 

Mercantile  Texas 

534i 

455 

484 

North  Amer  Philips 

534 1 

456 

■ 

Provident  Life  &  Acc 

533i 

457 

■ 

Allied  Stores 

5291 

458 

431 

First  Bank  System 

528 

459 

■ 

Consol  Freightways 

528! 

460 

494 

W  W  Grainger 

527 

461 

■ 

Whittaker 

527: 

462 

■ 

Paradyne 

526 

463 

■ 

Oak  Industries 

524 

464 

361 

Kaneb  Services 

523 

465 

480 

IC  Industries 

521 

466 

301 

Sabine 

520 

467 

■ 

San  Diego  Gas  &  Elec 

519 

468 

396 

Inexco  Oil 

518 

469 

■ 

Commerce  Clearing 

515 

470 

445 

Amdahl 

511 

471 

308 

Valero  Energy 

511 

472 

■ 

Comsat 

508 

473 

377 

Fedl  Natl  Mortgage 

502 

474 

313 

Foster  Wheeler 

502 

475 

■ 

Portland  Genl  Elec 

499 

476 

401 

Cray  Research 

499 

477 

■ 

Genl  Tire  &  Rubber 

497 

478 

■ 

NIKE 

495 

479 

■ 

Revco  D  S 

494 

480 

■ 

Liberty  Natl  Ins  Hid 

493 

481 

415  Alexander  &  Alexander 

493 

482 

437 

Inland  Steel 

491 

483 

■ 

Ohio  Casualty 

490 

484 

■ 

N  Y  State  Elec  &  Gas 

489 

485 

435 

A  E  Staley  Mfg 

489 

486 

■ 

Oklahoma  Gas  &  Elec 

489 

487 

303 

Energy  Reserves  Gp 

489 

488 

472 

UAL 

488 

489 

475 

Gulf  United 

486 

490 

461 

USLIFE 

485 

491 

■ 

Flightsafety  Intl 

482 

492 

■ 

New  York  Times 

481 

493 

408 

Lear  Siegler 

475 

494 

384 

Koppers 

474 

495 

487 

Rollins 

466 

496 

395 

Reynolds  Metals 

465 

497 

■ 

Stanley  Works 

464 

498 

■ 

Morton-Norwich 

463 

499 

■ 

H  &  R  Block 

460 

500 

■ 

Dayton  Power  &  Light 

459 

1  Not  on  500  list  in  1980.  NC:  not  comparable.  NA:  not  available 
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tiink  about  what  the  world  needs  now. 


hink  about  coal. 

nd  think  about  the  fact  that 
OY  is  the  number  one  producer 
|  nd  servicer  of  underground 
pal  mining  equipment— includ- 
ing conventional,  continuous  and 
Bngwall  mining  systems— in  a 
I'orld  where  high  oil  costs  and 
Few  coal  export  markets  could 
Increase  U.S.  production  more 
lian  30%  in  the  next  5  years. 


fhink  about  key 
ninerals. 

ike  chromium,  cobalt  and  man- 
anese,  and  JOY's  firm  foothold 
h  hard  rock  drilling,  ore  extrac- 
tion and  various  processing 
idustries  that  are  vital  to  supply- 
ig  the  future  demand  for  these 
trategic  minerals. 


Think  about  oil. 

And  how  JOY's  petroleum  equip- 
ment sales  rose  45%-to  $192 
million  dollars— in  fiscal  1981. 


Think  about  air 
power— the  4th 
Utility. 

And  think  of  JOY's  leadership  in 
supplying  and  servicing  compres- 


sors of  all  types  and  other  air 
machinery  in  a  world  where  the 
cost  of  delivering  power  is  as 
critical  as  the  power  itself. 


Think  about 
pollution  control. 

And  consider  JOY's  state-of-the- 
art  dry  scrubbers,  wet  scrubbers, 
precipitators,  bag  houses  and 
cyclone  collectors  in  a  world 
inevitably  headed  towards  syn- 
fuels,  coal  fuel  conversion  and 
a  new  generation  of  power  plants 
and  steel  mills. 


For  more  information  about 
JOY  and  all  we  do,  write  Joy 
Manufacturing  Co.,  Oliver 
Building,  Pittsburgh,  PA  15222. 
Or  call  J.  Strauss,  Investor 
Relations,  at  (412)  562-4518. 


e  world  needs  what  we  do.  Right  now. 


JOY 

MANUFACTURING 
COMPANY 

Pittsburgh,  Pa.  And  around  the  world. 


MINING  SYSTEMS       OIL  AND  GAS       ORE  PROCESSING 


o 


AIR  POLLUTION       AIR  MACHINERY  GENERAL 
CONTROL  INDUSTRIAL 


New  electronic  bird  watcher  scans  North  Sea  air  traffi 


Who  would  guess  that  one  of  the  fastest  growing 
airports  in  the  United  Kingdom  is  just  five  miles 
from  this  lonely  headland  in  the  Shetland  Islands? 

The  reason  is  simple.  Oil. 

The  Shetlands,  once  better  known  for  sweaters 
and  sheep  dogs,  are  just  a  hop  by  helicopter  from 
the  North  Sea  oil  fields.  It's  not  surprising,  then, 
to  find  a  sophisticated  radar  system  in  use  keeping 
busy  whirlybird  air  traffic  safely  under  control. 

Inside  the  cocoon-like  shelter  shown  above  is 


the  antenna  of  such  a  system,  designed  and  b 
by  Cossor  Electronics  Limited,  a  Raytheon 
company  and  one  of  the  leading  electronics  i 
in  England.  At  the  airport,  controllers  use  G 
displays  to  monitor  approaching  and  departii 
air  traffic. 

This  is  just  one  of  hundreds  of  similar  ra 
systems  that  Cossor  has  supplied  for  use  at  ai 
around  the  world— and  just  one  part  of  Raytl 
widespread  involvement  in  air  traffic  contro 


mm 


)n  the  Continent,  for  example,  Raytheon 
;cently  completed  a  fully  integrated  air 
:  control  system  for  the  Federal  Republic  of 
tany.  Here  in  the  United  States,  we  have  long 
a  supplier  of  radars  and  automated  displays 
e  nations  enroute  air  traffic  control  network, 
ave  just  installed  computerized  backup 
ns  in  all  22  enroute  centers  and  are  now 
rk  on  additional  improvements. 
Mr  traffic  control  systems  are  an  important 


part  of  Raytheon... a  $5.6  billion  company  in 
electronics,  aviation,  appliances,  energy,  con- 
struction, and  publishing.  For  our  latest  financial 
reports,  please  write  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington,  MA  02173. 


The  Dimensions  of  American  Business 


SUMMARY 


 Where  they 

rank:  1981  

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Ne 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end| 

($000) 

($000) 

($000) 

383 

275 

54 

111 

Abbott  Labotatoties  (Dec) 

2,355,613 

2,342,524 

3,307,500 

2 

11 

28 

46 

40 

Aetna  Life  &  Casualty  (Dec) 

39,630,600 

13,531,900 

3,531,396 

4 

480 

■ 

■ 

■ 

Affiliated  Bankshares  of  Colorado  (Dec) 

1,837,721 

219,788 

132,175 

45 

383 

■ 

■ 

H  F  Ahmanson  (Dec) 

15,048,826 

1,564,248 

358,463 

470 

382 

231 

250 

Air  Products  &  Chemicals  ISept) 

1,876,987 

1,570,115 

1,076,338 

1 

■ 

472 

■ 

■ 

Akzona  (Dec) 

836,090 

1,187,583 

127,042 

■ 

173 

■ 

■ 

Albertson's  (Jan) 

709,847 

3,480,570 

394,161 

a 

257 

■ 

489 

Alco  Standard  (Sept) 

909,318 

2,521,661 

363,204 

■ 

■ 

481 

490 

Alexander  &  Alexander  Services  (Dec) 

852,617 

458,279 

492,737 

233 

428 

■ 

457 

Alleghany  (Dec) 

3,610,274 

1,374,095 

382,617 



376 

336 

■ 

393 

Allegheny  International  (Dec) 

2,429,414 

1,907,809 

361,551 

272 

374 

341 

239 

Allegheny  Power  System  (Dec) 

3,190,739 

1,607,461 

755,005 

1 

183 

■ 

378 

465 

Allied  Bancshares  (Dec) 

4,441,291 

530,480 

683,394 

146 

78 

148 

68 

Allied  Corp  (Dec) 

5,344,000 

6,407,000 

1,480,518 

3 

■  Not  on  500  list 
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A  Summary  of  the-500's  Rankings 


On  these  and  the  following  pages,  a 
summary  of  all  four  FORBES  500 
rosters.  The  companies  are  listed 
alphabetically.  We  give  their  rankings 
in  assets,  sales,  market  value  and  net 
profits,  the  actual  figures  reported 
that  determined  those  rankings,  the 

number  of  their  employees  and 
the  names  of  their  chief  executives. 


Share  data:  1981 


sh 

Shares 

Market 

Number  of 

w 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

») 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000| 

Chief  executive 

500 

122,500 

NYSE 

ABT 

2.01 

0.69 

27 

North  Chicago,  111 

31.3 

Robert  A  Schoellhorn 

300 

80,259 

NYSE 

AET 

6.11 

2.27 

44 

Hartford,  Conn 

39.7 

John  H  Filer 

127 

6,220 

NASDAQ 

AFBK 

3.05 

0.93 

21'/4 

Boulder,  Colo 

2.0 

Thomas  S  Moon 

389 

23,700 

NYSE 

AHM 

-2.59 

1.20 

15'/8 

Los  Angeles,  Cal 

3.9 

William  H  Ahmanson 

172 

28,607 

NYSE 

APD 

4.42 

0.80 

37% 

Allentown,  Pa 

16.0 

Edward  Donley 

315 

12,245 

NYSE 

AXO 

0.95 

0.80 

10% 

Asheville,  NC 

15.5 

Claude  S  Ramsey 

323 

14,874 

NYSE 

ABS 

3.14 

0.86 

26'/2 

Boise,  Ida 

29.0 

Warren  E  McCain 

574 

18,746 

NYSE 

ASN 

2.88 

1.02 

19% 

Valley  Forge,  Pa 

18.4 

Ray  B  Mundt 

883 

19,323 

NYSE 

AAL 

2.98 

1.84 

25  Vi 

New  York,  NY 

7.5 

John  A  Bogardus  Jr 

374 

7,889 

NYSE 

Y 

6.07 

1.08 

48  Vi 

New  York,  NY 

5.2 

Fred  M  Kirby 

707 

10,833 

NYSE 

AG 

7.48 

1.40 

33% 

Pittsburgh,  Pa 

40.1 

Robert  I  Buckley 

875 

46,822 

NYSE 

AYP 

3.03 

2.01 

16'/s 

New  York,  NY 

5.8 

Charles  B  Finch 

098 

20,867 

NASDAQ 

ALBN 

3.02 

0.69 

32% 

Houston,  Tex 

2.5 

Gerald  H  Smith 

OOO 

33,744 

NYSE 

ALD 

9.17 

2.35 

43% 

Mornstown,  N) 

52.2 

Edward  L  Hennessey  )t 

are  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10.  1982 
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The  Dimensions  of  American  Business 


Where  they  rank:  1981  

Market  value 


Market 

Net 

Assets 

Sales 

of  common  N 

Assets 

Sales 

value 

prof l  ts 

^  1  ' 1 1 1 1 i  1 1  y  ■  1 1  ^ l  .u  y  cdi  ci  iu  j 

i toon 1 

itnnni 

422 

239 

457 

367 

Allied  Stores  ([an) 

2,169,000 

2,760,867 

528,509 

■ 

315 

■ 

■ 

Allis-Chalmers  (Dec) 

1,594,247 

2,041,844 

199,469 

131 

112 

102 

85 

Aluminum  Company  of  America  (Dec) 

5,653,800 

4,977,500 

1,907,986 

1  A  1 
1*4  1 

DO 

123 

A  M  A  Y  (r>prl 

s  Ada  add 

9  70Q  4nn 

9  Qsn  oss 

m 

470 

■ 

457  078 

442  774 

5  1  1  965 

110 

46 

96 

140 

Amerada  Hess  (Dec) 

6,321,581 

9,396,219 

1,965,174 

221 

147 

■ 

■ 

American  Airlines  (Dec) 

3,738,221 

4,108,699 

316,426 

437 

■ 

■ 

■ 

'American  Bancorporation  (Dec) 

2,051,690 

248,659 

90,799 

1 1  <" 

113 

124 

91 

59 

^Ampripan  RrnnHc  /OppI 

6  9  SO  764 

4  541  417 

9  01  3  863 

m 

9 70 

261 

218 

&  rnprip^ti  Rrn inrittino  Pnmnanipc  1  llprl 
AlIIt-IlLalJ  D  1       U  K.  J  *■>  1 1  1 1 1,  i.  IMIIJIJllR^  \L/CtJ 

1  588  340 

9  490  798 

078  699 

315 

119 

385 

417 

American  Can  (Dec) 

2,835,800 

4,836,400 

665,672 

281 

164 

158 

157 

American  Cyanamid  (Dec) 

3,065,025 

3,649,073 

1,390,666 

59 

142 

67 

62 

American  Electric  Power  (Dec) 

11,567,039 

4,192,645 

2,618,850 

23 

65 

40 

38 

Ampripan  FYnrpcc  Ii~"ipp1 
muc i  iuiii  lauicss  \  i  s \.  \.  \ 

75  103  onn 

7911  nno 

4  103  934 

301 

■ 

■ 

■ 

Amprirsn  FiPtrnpr  IT~ippi 

9  949  958 

344  284 

73,040 

81 

272 

254 

184 

American  General  (Dec) 

8,075,700 

2,387,700 

1,002,581 

349 

146 

24 

39 

American  Home  Products  (Dec) 

2,588,538 

4,131,237 

5,660,019 

488 

227 

113 

216 

American  Hospital  Supply  (Dec) 

1,770,200 

2,870,100 

1,815,138 

85 

207 

43 

71 

Ampriran  Tntprnational  f»Tnnn  (DppI 

7  957  455 

3,154,921 

3,713,866 

g 

■ 

306 

n 

A m p ri Pan  W pHi pal  (ntprn'iJwmil  (Aiiqi 

984, 149 

913  536 

7  1  O  ■  .9«JtJ 

846  118 

■ 

254 

■ 

■ 

American  Motors  (Dec) 

1     1  AA  71  C\ 

1, 100,720 

2,388,923 

135,320  - 

294 

■ 

■ 

433 

American  National  Insurance  (Dec) 

2,968,086 

642,867 

421,102 

217 

224 

290 

226 

American  Natural  Resources  (Dec) 

3,808,226 

2,896,008 

883,350 

ig 

258 

423 

424 

A  niffir  in  Ppf  rnf  in  a  /  1™ipp  1 

1  14A  nsi 

1,1      yjo  1 

9  504  038 

596  903 

J  7tJ,  Z.UO 

408 

g 

■ 

■ 

AiriPfiran  Savinos  Xj  I  nan  lecn  nf  l-l  i  l^pnti 

9  995 894 

243,912 

24  501 

283 

■ 

■ 

■ 

American  Security  (Dec) 

3,046, 150 

370,381 

154,627 

■ 

264 

317 

283 

American  Standard  (Dec) 

1,574,285 

2,471,346 

807,980 

■ 

67 

■ 

455 

American  Stores  (Jan) 

1,356,328 

7,096,590 

290,487 

1 

4 

A nicnrin  TpI pn hnn p        Tt"lpffrann  1  Hprl 
Allll  S  It  all    X  t  R  pilUllt  Ov    i.  t  It  l;l  a  [Ml     1  't  t  I 

1 37  740  snn 

58  9  1  3  800 

47  887  595  6 

Tl  ,00  /  ,  J7  J 

137 

486 

A  m  pri  Trn      1  Uprl 

/All  1 1  I  1  I  IUM  \UH\.f 

5  599  559 

643  279 

279994 

■ 

451 

394 

■ 

AMF  (Dec) 

951,087 

1,271,556 

640,054 

■ 

301 

■ 

■ 

Amfac  (Dec) 

1,371,623 

2,148,008 

373,200 

■ 

459 

109 

233 

AMP  (Dec) 

1,025,411 

1,234,295 

1,827,939 

303 

■ 

■ 

-Tiii~uu.il  oaiiLurpurdiiuii  \  i  h  t  1 

9  096  731 

347  042 

142  214 

■ 

324 

426 

Amctir  1  Iiimim 
.MMMul  lt  f  U  1  It  1 

671  862 

1  980  375 

933  781 

■ 

332 

■ 

■ 

Anderson,  Clayton  (June) 

895,384 

1,929,647 

328,651 

312 

155 

106 

136 

Anheuser-Busch  Cos  (Dec) 

2,875,200 

3,847,200 

1,870,694 

■ 

■ 

192 

■ 

Apple  Computer  (Sept) 

254,838 

334,783 

1,226,190 

■ 

221 

ADA   C 11  r  \  1 1  ■  tJ  k.  iCpnti 
A&A  "ClVILCS  ^JCJIIJ 

1  M7  788 

1,10/,/  00 

9  915  876 

300  398 

447 

165 

157 

173 

Arrnpr  Hinniplc            ■inH  tliinp) 

.  »  I  v  U  t  I    U«tlllCl9   ,'LIUIJIIU  [lUIrl  1 

9  nno  6^1 

3  647  491 

1  399  815 

1)07^,(91  J 

432 

■ 

■ 

■ 

Arizona  Bank  (Dec) 

2,077,358 

264,928 

118,439 

250 

0 

220 

156 

Arizona  Public  Service  (Dec) 

3,396,790 

882,154 

1,116,949 

■ 

475 

285 

370 

Arkla  (Dec) 

1,427,451 

1,179,139 

898,523 

105 

57 

121 

89 

2Armco  (Dec) 

6,682,300 

7,735,300 

1,772,484 

■ 

426 

■ 

■ 

Armstrong  World  Industries  (Dec) 

938,550 

1,376,290 

409,337 

431 

391 

383 

■ 

ASARCO  (Dec) 

2,092,813 

1,531,506 

670,144 

196 

48 

309 

360 

Ashland  Oil  (Sept) 

4,097,433 

9,262,076 

830,094 

■ 

241 

■ 

435 

Associated  Dry  Goods  (Jan) 

1,557,478 

2,751,221 

332,147 

390 

■ 

■ 

■ 

Atlantic  Bancorp  (Dec) 

2,323,257 

249,768 

125,904 

■  Not  on  500  list.  'Formerly  American  Bank  &  Trust  Pa 

"Figures  include  unconsolidated  subsidiaries. 
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A  Summary  of  the  500's  Rankings 


Share  data:  1981 

h 

Shares 

Market 

Number  of 

N 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

Oi 

[UUUJ 

traded 

symbol 

earnings 

Dividends 

(lJec.  j  1  J 

headquarters 

[UUU) 

Chief  executive 

00 

20,230 

NYSE 

ALS 

4.38 

1.73 

26'/g 

New  York,  NY 

70.0 

Thomas  M  Macioce 

17 

12,565 

NYSE 

AH 

-2.86 

1.75 

15% 

West  Allis,  Wise 

26.8 

David  C  Scott 

00 

74,458 

NYSE 

AA 

3.97 

1.80 

25% 

Pittsburgh,  Pa 

44.4 

W  H  Krome  George 

00 

63,089 

NYSE 

AMX 

3.31 

2.40 

47'/4 

Greenwich,  Conn 

20.2 

Pierre  Gousseland 

oy 

1  /,ool 

A  CC 

Aot, 

AMH 

1.31 

U.4U 

1 0il  A 

Sunnyvale,  Cal 

4.9 

Eugene  R  White 

62 

81,458 

NYSE 

AHC 

2.53 

1.10 

24'/8 

New  York,  NY 

9.0 

Leon  Hess 

54 

28,766 

NYSE 

AMR 

0.16 

none 

11 

Dallas,  Tex 

42.3 

Albert  V  Casey 

21 

8,071 

NASDAQ 

APEN 

2.59 

0.95 

11 '/4 

Reading,  Pa 

1.8 

Samuel  A  McCullough 

76 

54,799 

NYSE 

AMB 

6.68 

3.21 

36% 

New  York,  NY 

52.5 

Edward  W  Whittemore 

y  / 

1  Q  7Q  3 

Zo,  /  oo 

IN  I3t 

ABC 

5.13 

1  AO. 
1  .OU 

1A 

INew  York,  JN  Y 

16.1 

Leonard  H  Goldenson 

00 

19,365 

NYSE 

AC 

3.77 

2.90 

34% 

Greenwich,  Conn 

46.8 

William  S  Woodside 

02 

47,954 

NYSE 

ACY 

4.11 

1.68 

29 

Wayne,  NJ 

42.2 

Dr  James  G  Affleck 

35 

161,160 

NYSE 

AEP 

2.37 

2.26 

16'/4 

Columbus,  Ohio 

26.5 

Willis  S  White  Jr 

00 

93,007 

NYSE 

AXP 

5.58 

2.00 

44 '/8 

New  York,  NY 

55.9 

lames  D  Robinson  III 

Zo 

M  A  CPi  A  C\ 

AFLT 

3.38 

i  3.n 

1  A 
1  O 

Indianapolis,  Ind 

1  A 
Z.4 

Frank  E  McKinney  [r 

00 

24,305 

NYSE 

AGC 

6.63 

2.00 

41'/4 

Houston,  Tex 

8.4 

Harold  S  Hook 

62 

155,069 

NYSE 

AHP 

3.18 

1.90 

36  Vi 

New  York,  NY 

49.5 

John  W  Culligan 

00 

47,300 

NYSE 

AHS 

3.08 

1.04 

38% 

Evanston,  111 

34.1 

Karl  D  Bays 

03 

57,357 

NASDAQ 

AIGR 

6.02 

0.38 

64% 

New  York,  NY 

21.4 

Maurice  R  Greenberg 

oZ,D4o 

IN  I  oU 

AMI 

1.60 

40 

oeveny  runs,  v~at 

2.0.3 

Royce  Diener 

07 

56,977 

NYSE 

AMO 

-2.44 

none 

2% 

Southfield,  Mich 

21.0 

W  Paul  Tippett  Jr 

S7 

29,551 

NASDAQ 

ANAT 

2.36 

0.70 

14i/4 

Galveston,  Tex 

8.8 

Orson  C  Clay 

'27 

23,556 

NYSE 

ANR 

5.90 

2.84 

37Vi 

Detroit,  Mich 

11.6 

Arthur  R  Seder  Jr 

47 

10,791 

ASE 

API  A 

6.88 

3.20 

55>/4 

Dallas,  Tex 

2.7 

Richard  I  Galland 

-oU 

0  ^7Q 

z,o  /  y 

IN  lot 

AAA 

-2.99 

n  ah 
u.ou 

7  VI 

Miami,  Fla 

n  0 
u.y 

Morris  N  Broad 

;13 

3,617 

NASDAQ 

ASEC 

7.24 

2.45 

42% 

Washington,  DC 

1.4 

W  Jarvis  Moody 

'45 

27,159 

NYSE 

AST 

4.07 

2.20 

29% 

New  York,  NY 

45.1 

William  A  Marquard 

'34 

9,847 

NYSE 

ASC 

5.42 

0.80 

29  Vi 

Salt  Lake  City,  Utah 

62.0 

Lennie  S  Skaggs 

.00 

815,108 

NYSE 

T 

8.55 

5.30 

58% 

New  York,  NY 

1,042.1 

Charles  L  Brown 

'OO 

y,z  jo 

M  A  cn  A  C\ 

AMTR 

6.29 

1  71 
Z.  I L 

OU/4 

Cleveland,  Ohio 

A  S 

ivi  dtock  weir 

,10 

23,065 

NYSE 

AMF 

1.31 

1.27 

27% 

White  Plains,  NY 

21.2 

W  Thomas  York 

;06 

14,083 

NYSE 

AMA 

3.04 

1.44 

26  Vi 

Honolulu,  Haw 

24.0 

Henry  A  Walker  Jr 

'07 

35,930 

NYSE 

AMP 

3.75 

1.20 

50% 

Harnsburg,  Pa 

19.2 

Joseph  D  Brenner 

162 

7,436 

NYSE 

ASO 

4.00 

1.44 

19'/8 

Birmingham,  Ala 

3.6 

John  W  Woods 

lOfi 

70 

IN  I  o£ 

ASR 

8.04 

i  .oU 

ZD  /8 

in  e w  i  orK,  in  i 

0. 1 

Robert  T  Quittmeyer 

146 

12,286 

NYSE 

AYL 

4.09 

1.20 

26% 

Houston,  Tex 

17.6 

Thomas  J  Barlow 

i00 

45,488 

NYSE 

BUD 

4.79 

1.13 

41'/8 

St  Louis,  Mo 

18.0 

August  A  Busch  III 

12  i 

55,421 

NASDAQ 

AAPL 

0.70 

none 

22 '/s 

Cupertino,  Cal 

1.7 

A  C  Markkula  Jr 

39 

11,175 

NYSE 

ARA 

4.00 

1.97 

26% 

Philadelphia,  Pa 

108.0 

Wiliam  S  Fishman 

.70 

71  1S.A 

IN  I  or, 

ADM 

2.55 

U.  io 

iy/4 

Decatur,  111 

O.o 

Dwayne  O  Andreas 

•23 

7,071 

NASDAQ 

ABKP 

2.25 

0.77 

16% 

Phoenix,  Ariz 

2.2 

Donald  B  Tostenrud 

:83 

57,649 

NYSE 

AZP 

3.26 

2.20 

19% 

Phoenix,  Ariz 

5.9 

Keith  L  Turley 

16 

50,267 

NYSE 

ALG 

1.74 

0.75 

17% 

Shreveport,  La 

5.0 

Edward  Sheffield  Nelson 

»uu 

Oo,aUo 

IN  Y  ot 

AS 

4.90 

1  71 

1 . 1 Z 

Zo 

Middletown,  Ohio 

OO.O 

Harry  Holiday  Jr 

»73 

24,438 

NYSE 

ACK 

1.88 

1.10 

16% 

Lancaster,  Pa 

22.2 

Harry  A  Jensen 

139 

26,025 

NYSE 

AR 

1.54 

1.40 

25% 

New  York,  NY 

12.5 

Ralph  L  Hennebach 

158 

26,563 

NYSE 

ASH 

2.22 

2.40 

31'/4 

Russell,  Ky 

29.5 

John  R  Hall 

87 

13,557 

NYSE 

DG 

4.17 

1.70 

24'/2 

New  York,  NY 

54.8 

William  P  Arnold 

.51 

5,246 

NASDAQ 

ABAN 

3.16 

1.00 

24 

Jacksonville,  Fla 

2.8 

Billy  J  Walker 

re  c 

lata  adjusted  for  stock  splits  and  st 

)ck  dividends 

through  May  10,  1982. 

AY  10,  1982 
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The  Dimensions  of  American  Business 


 Where  they  rank:  1981  

> 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

35 

11 

10 

10 

Atlantic  Richfield  (Dec) 

19,732,539 

27,797,436 

11,303,531 

■ 

■ 

305 

■ 

Automatic  Data  Processing  J  unci 

489,054 

558,443 

847,517 

123 

280 

■ 

429 

Avco  (Nov) 

6,062,848 

2,325,643 

422,806 

■ 

440 

325 

441 

Avnet  (June) 

639,764 

1,316,224 

787,861 

■ 

252 

114 

134 

Avon  Products  (Dec) 

1,567,800 

2,613,800 

1,804,680 

484 

303 

69 

126 

Baker  International  (Sept) 

1,808,545 

2,140,016 

2,588,940 

163 

261 

405 

402 

Baldwin-United  (Dec) 

4,957,339 

2,492,049 

623,313 

■ 

■ 

342 

389 

Bally  Manufacturing  (Dec) 

705,260 

866,447 

752,357 

266 

416 

327 

210 

Baltimore  Gas  &  Electric  (Dec) 

3,266,403 

1,421,056 

782,458 

231 

■ 

■ 

■ 

Banc  One  (Dec) 

3,638,859 

414,525 

300,907 

211 

■ 

■ 

■ 

BanCal  Tri-State  (Dec) 

3,923,501 

503,005 

120,029 

335 

■ 

■ 

■ 

Banco  Popular  de  Puerto  Rico  (Dec) 

2,688,725 

340,934 

66,375 

138 

■ 

■ 

■ 

BancOhio  (Dec) 

5,511,428 

619,126 

112,644 

321 

■ 

■ 

■ 

Bancorp  Hawaii  (Dec) 

2,787,139 

322,085 

139,613 

60 

398 

■ 

485 

Bank  of  New  York  (Dec) 

11,462,995 

1,495,177 

300,854 

316 

■ 

■ 

■ 

Bank  of  Virginia  (Dec) 

2,828,547 

355,218 

80,815 

2 

23  • 

57 

49 

BankAmerica  (Dec) 

121,158,350 

15,085,174 

3,135,799 

16 

120 

288 

165 

Bankers  Trust  New  York  (Dec) 

34,213,010 

4,655,784 

886,983 

139 

■ 

■ 

■ 

Barnett  Banks  of  Florida  (Dec) 

5,504,347 

590,571 

309,764 

■ 

■ 

399 

■ 

Bausch  &  Lomb  (Dec) 

431,073 

533,300 

629,318 

■ 

396 

76 

207 

Baxter  Travenol  Laboratories  (Dec) 

1,590,743 

1,503,890 

2,362,722 

241 

■ 

■ 

■ 

BayBanks  (Dec) 

3,462,024 

404,455 

158,569 

189 

52 

124 

84 

Beatrice  Foods  (Feb) 

4,236,555 

8,772,804 

1,761,912 

■ 

■ 

266 

419 

Becton,  Dickinson  (Sept) 

1,004,324 

1,066,093 

971,665 

■ 

■ 

397 

298 

Belco  Petroleum  (Dec) 

764,502 

317,098 

636,811 

267 

128 

214 

46 

Bendix  (Sept) 

3,218,500 

4,425,400 

1,133,758 

75 

281 

■ 

■ 

2Beneficial  Corp  (Dec) 

8,574,700 

2,324,400 

446,654 

■ 

■ 

446 

■ 

Berkshire  Hathaway  (Dec) 

1,157,911 

461,406 

552,720 

149 

62 

249 

144 

Bethlehem  Steel  (Dec) 

5,282,100 

7,298,000 

1,015,607 

■ 

■ 

197 

297 

Big  Three  Industries  (Dec) 

1,015,259 

823,280 

1,199,241 

■ 

411 

396 

450 

Black  &  Decker  Manufacturing  (Sept) 

1,164,772 

1,431,001 

636,884 

■ 

■ 

499 

■ 

H  &  R  Block  (Apr) 

236,437 

263,834 

459,800 

■ 

412 

■ 

Blue  Bell  (Sept) 

818,906 

1,427,164 

320,645 

384 

■ 

■ 

■ 

Boatmen's  Bancshares  (Dec) 

2,354,742 

238,228 

85,734 

100 

44 

85 

43 

Boeing  (Dec) 

6,953,700 

9,788,200 

2,171,115 

325 

211 

280 

262 

Boise  Cascade  (Dec) 

2,740,125 

3,107,360 

913,242 

361 

129 

311 

195 

Borden  (Dec) 

2,508,816 

4,415,174 

820,344 

416 

238 

224 

182 

Borg-Warner  (Dec) 

2,191,200 

2,761,200 

1,104,971 

463 

■ 

■ 

427 

Boston  Edison  (Dec) 

1,9.18,013 

1,049,596 

312,818 

■ 

471 

■ 

■ 

Braniff  International  (Dec) 

1,008,297 

1,188,975 

45,043 

365 

171 

47 

83 

Bristol-Myers  (Dec) 

2,488,500 

3,496,700 

3,531,325 

479 

■ 

■ 

■ 

Broadview  Financial  (Dec) 

1,843,860 

183,971 

11,892 

H 

■ 

282 

444 

Brown-Forman  Distillers  (Apr) 

511,617 

500,297 

909,339 

■ 

435 

■ 

■ 

Brown  Group  (Oct) 

591,342 

1,337,779 

308,067 

■ 

■ 

404 

■ 

Browning-Ferris  Industries  (Sept) 

596,200 

660,670 

625,313 

■  ■                   ■  445  Brunswick  (Dec)  1,035,345  1,085,198  378,218 

410  200  375  274  Burlington  Industries  (Sept)  2,210,738  3,262,886  687,302 

129  115                 93  95  Burlington  Northern  (Dec)  5,673,536  4,935,823  1,992,759 

184  193  154  211  Burroughs  (Dec)  4,439,400  3,318,491  1,428,748 


Not  on  "500  list  2Figures  include  unconsolidated  subsidiaries 
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FORBES,  MA 


A  Summary  of  the  500's  Rankings 


 Share  data 

1981 

.h 

Shares 

Market 

Number  of 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

in) 

syiuuui 

earnings 

Dividends 

\LJLC.  Ol  1 

headquarters 

t^niet  executive 

71 

241,142 

NYSE 

ARC 

6.66 

2.20 

46% 

Los  Angeles,  Cal 

53.0 

Robert  O  Anderson 

33,732 

NYSE 

AUD 

1.51 

0.41 

25'/s 

Clifton,  NJ 

13.5 

Frank  R  Lautenberg 

►77 

21,009 

NYSE 

AV 

3.25 

1.20 

20'/s 

Greenwich,  Conn 

26.5 

Robert  P  Bauman 

\IS7 

17,081 

NYSE 

AVT 

3.90 

0.93 

46 '/8 

New  York,  NY 

12.0 

Anthony  R  Hamilton 

,oo 

60  156 

NYSE 

AVP 

3.66 

3  00 

}n 

INcW    I  OIK,  IN  I 

LldVlU  VV  IVllllllcll 

>99 

68,130 

NYSE 

BKO 

3.36 

0.55 

38 

Orange,  Cal 

23.7 

Earnest  H  Clark  Jr 

.91 

9,973 

NYSE 

BDW 

7.73 

1.60 

62  Vi 

Cincinnati,  Ohio 

10.2 

Morley  P  Thompson 

179 

25,832 

NYSE 

BLY 

3.03 

0.10 

29% 

Chicago,  111 

9.7 

Robert  Mullane 

!54 

33,836 

NYSE 

BGE 

3.70 

2.62 

23% 

Baltimore,  Md 

8.8 

Bernard  C  Trueschler 

'49 

8  487 

TsJ  AsDAO 

BONE 

4.95 

1.64 

35  % 

Columbus,  Ohio 

O.D 

JUI1I1  Vj  ,iKV  lt> 

'90 

4,707 

NYSE 

BNC 

2.27 

1.18 

25  % 

San  Francisco,  Cal 

3.4 

Chauncey  E  Schmidt 

t80 

4,500 

NASDAQ 

BPOP 

5.39 

1.07 

14% 

San  Juan,  PR 

3.5 

Rafael  Carrion  Jr 

553 

8,046 

NASDAQ 

BOHI 

3.41 

0.80 

14 

Columbus,  Ohio 

5.9 

Arthur  D  Herrmann 

131 

7,496 

NASDAQ 

BNHI 

3.29 

1.06 

18% 

Honolulu,  Haw 

2.8 

Frank  J  Manaut 

J09 

7  017 

NYSE 

BK 

8.50 

3.05 

42% 

New  York  fsIY 

INCW    IUIiS.,  IN  I 

7.6 

I  Partpf  Ramr 
|  v  Jilt  I  Ddlul 

[78 

5,479 

NYSE 

BKV 

2.68 

1.16 

14% 

Richmond,  Va 

3.3 

Frederick  Deane  Jr 

596 

147,567 

NYSE 

BAC 

3.02 

1.50 

21% 

San  Francisco,  Cal 

81.3 

Samuel  H  Armacost 

720 

26,184 

NYSE 

BT 

6.89 

1.85 

33% 

New  York,  NY 

12.1 

Alfred  Brittain  III 

598 

13,616 

NYSE 

BBF 

3.11 

0.88 

22% 

Jacksonville,  Fla 

7.1 

Charles  E  Rice 

1 1  902 

NYSE 

BOL 

0.82 

1.49 

52% 

IVUv.llt.3lCI/  IN  I 

1 1  n 

1  I.U 

11  mid  F  (  ill 
L/alllCl  L.  Villi 

519 

70,529 

NYSE 

BAX 

2.15 

0.37 

33  % 

Deerfield,  111 

30.9 

Vernon  R  Loucks  Jr 

323 

3,079 

NASDAQ 

BBNK 

9.98 

3.10 

51% 

Boston,  Mass 

4.5 

William  M  Crozier  Jr 

?61 

97,884 

NYSE 

BRY 

2.94 

1.38 

18 

Chicago,  111 

82.0 

James  L  Dutt 

154 

20,349 

NYSE 

BDX 

3.61 

1.03 

47% 

Paramus,  NJ 

21.1 

Wesley  J  Howe 

-'77 

i*\  finis 

NYSE 

BPC 

4  53 

0  58 

26% 

Mpw  Ynrlr  NY 
INCW    I  OIK,  IN  I 

1  6 

Arthur  R  Rplfpr 

soo 

19,298 

NYSE 

BX 

18.49 

3.08 

58% 

Southfield,  Mich 

72.6 

William  M  Agee 

200 

22,194 

NYSE 

BNL 

-1.29 

2.00 

20% 

Wilmington,  Del 

16.8 

Finn  M  W  Caspersen 

316 

987 

NASDAQ 

BKHT 

40.27 

none 

560 

New  Bedford,  Mass 

0.6 

Warren  E  Buffet 

200 

43,682 

NYSE 

BS 

4.83 

1.60 

23% 

Bethlehem,  Pa 

83.8 

Donald  H  Trautlein 

250 

42  451 

NYSE 

BIG 

2.57 

0  58 

28% 

Hnncfnn     1  f*v 
nUUMUU,    X  CA 

5.9 

H  irrv  k  Sniilh 
ndlly  IS  Slllllll 

570 

42,108 

NYSE 

BDK 

1.56 

0.76 

15% 

Towson,  Md 

19.9 

Francis  P  Lucier 

562 

12,100 

NYSE 

HRB 

3.14 

1.84 

38 

Kansas  City,  Mo 

1.8 

Henry  W  Bloch 

825 

12,762 

NYSE 

BBL 

3.70 

1.80 

25% 

Greensboro,  NC 

34.5 

L  Kimsey  Mann 

620 

3,464 

NASDAQ 

BOAT 

5.21 

1.60 

24% 

St  Louis,  Mo 

1.7 

Donald  N  Brandin 

200 

OA  AQA 

NYSE 

BA 

4  90 

1  40 

99  'A 

/.Z.  '1 

ocaiiic,  vvasn 

105  3 

T  ti  1 1  rn  i  i  >  ti   A   \A.  ilvikti 
X  HUtlllttll  A  vvllM'll 

800 

26,664 

NYSE 

BCC 

4.50 

1.86 

34% 

Boise,  Ida 

31.0 

John  B  Fery 

444 

29,298 

NYSE 

BN 

5.45 

2.01 

28 

New  York,  NY 

35.2 

Eugene  J  Sullivan 

600 

41,697 

NYSE 

BOR 

4.00 

1.28 

26% 

Chicago,  111 

55.7 

James  F  Bere 

499 

14,219 

NYSE 

BSE 

4.15 

2.80 

22 

Boston,  Mass 

3.9 

Thomas  J  Galligan  Jr 

105 

20  019 

IN  I  JL 

BNF 

ft  no 

none 

9  Va 

1 1 1  o  c  i  /s  v 

LJdllab ,    i  tA 

11.1 

nUndlU  U  B  UlllJIH 

000 

66,472 

NYSE 

BMY 

4.58 

1.78 

53% 

New  York,  NY 

35.4 

Richard  L  Gelb 

535 

2,973 

NASDAQ 

BDVF 

-6.41 

0.01 

4 

Cleveland,  Ohio 

0.7 

John  E  Rupert 

944 

25,172 

ASE 

BFD  B 

2.66 

0.72 

36% 

Louisville,  Ky 

2.2 

W  L  Lyons  Brown  Jr 

506 

10  857 

IN  I  JL. 

s  ns 

i  ^n 

1  .JU 

9  ft.Vo 

Qt  I  nine  i~\ 
Jl  LUUIS,  IVlO 

25  5 

U    I    Hartlpv  (  riffin 

vv  i  nduiey  cxriiiiii 

277 

19,465 

NYSE 

BFI 

2.47 

0.84 

32% 

Houston,  Tex 

9.0 

Harry  J  Phillips 

287 

20,307 

NYSE 

BC 

3.01 

0.90 

18% 

Skokie,  111 

25.5 

K  Brooks  Abernathy 

472 

28,197 

NYSE 

BUR 

4.10 

1.52 

24% 

Greensboro,  NC 

64.5 

William  A  Klopman 

319 

37,161 

NYSE 

BNI 

7.02 

1.54 

53% 

Seattle,  Wash 

58.6 

Richard  M  Bressler 

582 

42,022 

NYSE 

BGH 

3.58 

2.60 

34 

Detroit,  Mich 

62.1 

W  Michael  Blumenthal 

are  data  adjusted  for  stock  splits  and  .stock  dividends  th 

rough  May 

10,  1982. 

A.Y  10,  1982 
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Suppose  yo 
doctor  when  yoi 


When  an  emergency  strikes,  you  can't  afford 
to  wait  for  a  physician.  Here's  how  ARA  is 
helping  make  sure  you'll  never  have  to. 

Every  day,  American  hospitals  perform  opera- 
tions and  treatments  that  would  have  been 
thought  of  as  virtual  miracles  just  a  generation 
ago.  Yet,  for  all  the  sophistication  of  today's 
techniques  and  services,  the  burden  placed  on 
our  hospitals  has  never  been  greater. 
As  their  capabilities  have  so  dra 
matically  expanded,  so  have  the 
demands  made  on  them. 

Nowhere  are  these 
demands  greater  than  in 
hospital  emergency 
departments. 


Many  of  our  hospitals  simply  don't  have 
enough  qualified  emergency  department 
physicians  and  support  staff  to  go  around - 
especially  at  times  of  peak  demand. 

A  growing  need. 

Faced  with  such  shortages, 
many  hospitals  have  chosen  to 
contract  for  emergency  depart- 
ment physicans,  rather  than  rely 
upon  on-call  staff. 
ARA  Services, 
through  its  Spectrum 
Emergency  Care 


J 


ouldn't  find  a 


nost  needed  one? 


vision,  is  helping  to  meet  this  need -and 
:lping  hospitals  provide  even  better  emer- 
ncy  care  than  ever  before. 

An  innovative  solution. 

Spectrum  has  developed  a  system  for 
cruiting  fully-qualified  physicians  and  provid- 
g  them  to  the  hospitals  that  need  them  the 
ost. 

Through  Spectrum,  a  hospital  can  now  be 
re  of  getting  as  much  physician  coverage  as 
needs-when  it  needs  it.  Physicians  are 
ovided  for  staffing  full-time,  or  on  week- 
ghts,  weekends  or  holidays. 
In  many  cases,  these  physicians  are  specially 
rained  in  emergency  medicine  and  widely 
experienced  in  the  special  demands  of  emer- 
gency care.  In  hospitals  requiring  full-time 
coverage,  Spectrum  provides  a  career 
emergency  physician  who  monitors 
quality  care  and  acts  as  liaison  with 
the  hospital's  medical  staff. 

Every  aspect  of  emergency 
room  management. 

Crucial  as  it  is,  physi- 
cian staffing  is  far  from 
the  only  service 
Spectrum  provides 
today's  hospitals. 


Spectrum  can  bring  expertise  to  bear  in  every 
aspect  of  emergency  department  management. 

Support  services  include  billing,  reimburse- 
ment consultation,  continuing  medical  educa- 
tion, public  relations  and  preparing  for 
accreditation. 

ARA  is  helping  over  250  hospitals. 

Result?  Hospitals  that  might  not  otherwise 
have  a  full-time  emergency  department  physi- 
cian on  staff,  now  do.  Some  250  hospitals 
across  the  country  are  now  able  to  offer  the 
public  better,  more  efficient  services  than  ever 
before.  And  often  for  considerably  less  than 
it  would  cost  them  to  do  it  themselves. 

ARA  emergency  care  services  are  now  bene- 
fiting all  kinds  of  hospitals.  From  those  as  small 
as  40  beds  to  those  as  large  as  850.  From  those 
in  rural  communities  to  those  in  large  urban 
areas. 

Helping  solve  a  potential  crisis  by  meeting 
the  increasingly  complex  demands  on  America's 
emergency  departments  is  just  one  way  ARA 
has  demonstrated  its  ability  to  identify  and 
respond  to  the  new  needs  created  by  our 
rapidly-changing  society. 

For  more  information  write:  ARA  Services, 
Inc.,  Dept.  A,  Independence  Square  West, 
Philadelphia,  PA  19106. 


services 

Health  Care  Services 

Textile  Rental  and 
Maintenance  Services 
Food  and  Refreshment  Services 
Transportation  Services 
Distributive  Services 


At  the  cutting  edge  of  change. 


The  Dimensions  of  American  Business 


-Where  they  rank:  1981- 


Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

|$000) 

|$000) 

■ 

372 

321 

288 

Cabot  (Sept) 

1,258,904 

1,622,755 

791,746 

201 

■ 

■ 

■ 

California  First  Bank  (Dec) 

4,061,795 

487,719 

106,272 

■ 

■ 

155 

290 

Cameron  Iron  Works  (June) 

1,094,349 

929,003 

1,422,977 

497 

235 

276 

242 

Campbell  Soup  (July) 

1,722,876 

2,797,663 

922,698 

a 

454 

■ 

■ 

Campbell  Taggart  (Dec) 

514,753 

1,257,514 

333,478 

■  ■  268  394  Capital  Cities  Communications  (Dec)  697,620  573,784  960,594 
236                 ■  414  328  Capital  Holding  (Dec)  3,559,995  1,003,386  607,581 

■  188  235  181  Carnation  (Dec)  1,645,362  3,354,141  1,065,170 
171  432  212  152  Carolina  Power  &  Light  (Dec)  4,715,835  1,343,558  1,136,815 
495  226                  ■  ■  Carter  Hawley  Hale  Stores  (Jan)  1,741,722  2,870,735  424,935 


■ 

343 

■ 

■ 

Castle  &  Cooke  (June) 

1,243,019 

1,844,696 

272,179 

1 

95 

49 

32 

33 

Caterpillar  Tractor  (Dec) 

7,284,954 

9,154,499 

4,861,301 

I 

■ 

■ 

345 

377 

CBI  Industries  (Dec) 

1,013,243 

919,929 

751,246 

I 

377 

151 

174 

192 

CBS  (Dec) 

2,425,599 

4,027,025 

1,323,752 

234 

■ 

■ 

= 

CBT  (Dec) 

3,575,964 

429,350 

129,675 

1 

293 

160 

293 

220 

Celanese  (Dec) 

2,991,000 

3,752,000 

872,097 

1 

147 

■ 

■ 

■ 

3Centerre  Bancorporation  (Dec) 

5,334,777 

620,244 

191,650 

I 

■ 

■ 

■ 

467 

Centex  (Mar) 

918,032 

1,056,794 

333,830 

1 

173 

313 

215 

151 

Central  &  South  West  (Dec) 

4,643,244 

2,055,318 

1,131,368 

1 

373 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

2,433,113 

279,733 

91,630 

1 

386 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

2,348,130 

287,302 

66,890 

1 

427 

■ 

■ 

■ 

Central  Fidelity  Banks  (Dec) 

2,115,175 

248,363 

89,583 

1 

■ 

■ 

■ 

472 

Central  Illinois  Public  Service  (Dec) 

1,431,090 

529,391 

338,932 

1 

■ 

466 

348 

371 

Central  Louisiana  Energy  (Dec) 

641,391 

1,207,835 

744,150 

1 

■ 

326 

■ 

■ 

Central  Soya  (Aug) 

586,890 

1,975,042 

182,472 

1 

441 

■ 

289 

309 

Central  Telephone  &  Utilities  (Dec) 

2,036,342 

1,020,376 

885,332 

1 

290 

■ 

■ 

■ 

Centran  (Dec) 

3,013,725 

379,398 

73,758 

1 

■ 

■ 

■ 

475 

Cessna  Aircraft  (Sept) 

657,641 

1,060,097 

416,426 

1 

246 

152 

229 

319 

Champion  International  (Dec) 

3,443,226 

4,004,027 

1,084,137 

1 

■ 

116 

■ 

■ 

Charter  (Dec) 

1,541,326 

4,921,700 

175,435 

1 

4 
10 
■ 

113 

306 


39 
91 

393 
37 

419 


118 
291 
223 
■ 

436 


54 
149 
277 

■ 

313 


Chase  Manhattan  (Dec)  77,839,338  10,650,794  1,782,670 

Chemical  New  York  (Dec)  44,916,933  5,657,550  882,638 

Chesebrough-Pond's  (Dec)  1,059,433  1,529,674  1,105,144 

Chrysler  (Dec)  6,270,000  10,821,600  246,824 

Chubb  (Dec)  2,912,384  1,408,500  566,168 


21  36  ■  17  5CIGNA(Dec)  28,689,330  10,842,204  NA  I 

362  ■  451  316  Cincinnati  Gas  &  Electric  (Dec)  2,501,507  1,081,473  542,840 

■  ■  429  474  Cincinnati  Milacron  (Dec)  715,779  934,395  582,697 

3  18  55  36  Citicorp  (Dec)  119,232,000  18,275,000  3,163,522  I 

124  54  45  ■  Cities  Service  (Dec)  6,048,500  8,546,400  3,571,992  I 


164                  ■  ■  ■  Citizens  &  Southern  Georgia  (Dec)  4,914,519  591,987  257,948 

402                  ■  ■  ■  Citizens  Fidelity  (Dec)  2,285,226  263,536  171,445 

257                   ■  ■  ■  City  Federal  Savings  &  Loan  Association  (Dec)  3,347,025  328,665  28,444 

76                   88  336  273  City  Investing  (Dec)  8,322,028  5,796,594  762,102 

■  431  ■  ■                                 Clark  Equipment  (Dec)  1,036,186  1,359,663  343,629 


249                 ■  313  200  Cleveland  Electric  Illuminating  (Dec)  3,406,075  1,012,930  816,880 

273                   84  334  ■  Coastal  Corp  (Dec)  3,182,916  5,909,702  767,036 

235                  85  38  42  Coca-Cola  (Dec)  3,564,781  5,889,035  4,295,899 

342  104  164  145  Colgate-Palmolive  (Dec)  2,630,827  5,261,364  1,372,596 


Not  on  500  list 


'Formerly  First  Union  Bancorporation 
"•Pro  forma  results  reflect  the  combination  of 
Connecticut  General  and  INA  in  March  1982  As 
a  result,  the  market  value  of  common  stock  at 
Dec  31  is  not  available 
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A  Summary  of  the  500's  Rankings 




 Share  data:  1981  

sh 

Shares 

Market 

Number  of 

'W 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

M) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

)24 

31,829 

NYSE 

CBT 

3.50 

0.89 

247/8 

Boston,  Mass 

7.7 

Robert  A  Charpie 

136 

6,912 

NASDAQ 

CFBK 

2.68 

1.08 

15% 

San  Francisco,  Cal 

3.8 

Yasushi  Sumiya 

368 

30,438 

NYSE 

CIW 

3.62 

0.34 

46% 

Houston,  Tex 

10.6 

Myron  A  Wright 

516 

32,234 

NYSE 

CPB 

4.00 

2.10 

28% 

Camden,  NJ 

39.0 

R  Gordon  McGovern 

301 

15,975 

NYSE 

CTI 

2.50 

0.87 

20% 

Dallas,  Tex 

22.8 

C  B  Lane 

208 

13,025 

NYSE 

CCB 

6.12 

0.20 

73% 

New  York,  NY 

6.7 

Thomas  S  Murphy 

|689 

27,307 

NYSE 

CPH 

3.58 

1.20 

22  'A 

Louisville,  Ky 

7.4 

Thomas  C  Simons 

J  392 

36,730 

NYSE 

CMK 

4.67 

1.82 

29 

Los  Angeles,  Cal 

22.1 

H  Everett  Olson 

796 

56,139 

NYSE 

CPL 

3.06 

2.28 

20  'A 

Raleigh,  NC 

6.9 

Sherwood  H  Smith  Jr 

273 

28,329 

NYSE 

CHH 

1.55 

1.21 

15 

Los  Angeles,  Cal 

55.0 

Philip  M  Hawley 

415 

26,554 

NYSE 

CKE 

1.48 

0.80 

10  Vt 

Honolulu,  Haw 

38.0 

Donald  J  Kirchhoit 

735 

87,591 

NYSE 

CAT 

6.64 

2.40 

55  '/2 

Peoria,  111 

83.5 

Lee  L  Morgan 

145 

17,573 

NYSE 

CBH 

4.73 

1.55 

42% 

Oak  Brook,  111 

12.0 

William  A  Pogue 

990 

27,942 

NYSE 

CBS 

5.86 

2.80 

47% 

XT              A/        1        K  I  \7 

New  York,  NY 

34.2 

rr^t  r  ¥  11/  

Thomas  H  Wyman 

013 

5,460 

NASDAQ 

CBCT 

4.77 

1.42 

23% 

Hartford,  Conn 

3.5 

Walter  J  Connolly  Jr 

000 

15,608 

NYSE 

CZ 

9.01 

3.85 

55 '/s 

New  York,  NY 

30.2 

John  D  Macomber 

106 

7,666 

NASDAQ 

CTBC 

4.61 

1.70 

25 

St  Lous,  Mo 

3.6 

Clarence  C  Barksdale 

634 

13,221 

NYSE 

CTX 

5.16 

0.25 

25  '/j 

Dallas,  Tex 

6.4 

4Frank  M  Crossen 

060 

81,540 

NYSE 

CSR 

2.54 

1  CO 

1.58 

13% 

Dallas,  Tex 

8.5 

Durwood  Chalker 

708 

5,236 

NASDAQ 

CBAN 

3.52 

1.95 

171/2 

Cincinnati,  Ohio 

2.6 

Oliver  W  Birckhead 

.779 

6,689 

NASDAQ 

CBSS 

1.08 

0.80 

10 

Birmingham,  Ala 

2. 1 

Harry  B  Brock  Jr 

194 

5, 1 19 

mac  r\  A  /~\ 

NASDAQ 

CFBS 

3.01 

1.09 

17  Vi 

Richmond,  Va 

2.7 

Carroll  L  Same 

,736 

30,812 

NYSE 

CIP 

1.73 

1.43 

1 1 

Springfield,  111 

2.8 

Donald  G  Raymer 

,043 

21,727 

NYSE 

CEL 

4.01 

0.60 

34  Vt 

Lafayette,  La 

1.0 

Gale  L  Galloway 

,205 

15,206 

NYSE 

CSY 

1.31 

0.84 

12 

Fort  Wayne,  Ind 

10.2 

Douglas  G  Fleming 

,291 

26,727 

NYSE 

CTU 

3.89 

2.10 

33'/» 

Chicago,  111 

13.5 

Robert  P  Reuss 

,846 

3,882 

NASDAQ 

CENB 

-5.71 

1.48 

19 

Cleveland,  Ohio 

2.6 

Wilson  M  Brown  Jr 

,040 

19,146 

NYSE 

CEA 

3.19 

0.70 

21% 

Wichita,  Kan 

15.8 

¥~1  11    117  ■¥  

Russell  W  Meyer 

1 ,059 

54,893 

NYSE 

CHA 

1.58 

1.48 

19% 

Stamford,  Conn 

40.6 

Andrew  C  Sigler 

,041 

21,592 

NYSE 

CHR 

0.06 

1.00 

Wt 

Jacksonville,  Fla 

8.9 

Raymond  K  Mason 

,890 

33,089 

NYSE 

CMB 

11.56 

3.10 

53% 

XT  .               1.      X  I W 

New  York,  NY 

33.8 

Willard  C  Butcher 

i  ,085 

24,293 

NYSE 

CHL 

8.28 

2.50 

36% 

XT  .    \7        l_      XI  1/ 

New  York,  NY 

19.0 

Donald  C  Platten 

,758 

32,745 

NYSE 

CBM 

3.52 

1.52 

33% 

Greenwich,  Conn 

21.0 

Ralph  E  Ward 

.  ,500 

73, 133 

NYSE 

C 

-7.18 

none 

3% 

Highland  Park,  Mich 

87.8 

Lee  A  lacocca 

1,011 

12,308 

NASDAQ 

CHUB 

8.41 

2.68 

46 

New  York,  NY 

7.7 

Henry  U  Harder 

|,779 

74,000E 

NYSE 

CI 

12.44 

2.30 

NA 

XT_      .   W  1.  MV 

New  York,  NY 

40. 1 

Ralph  S  Saul 

i  ',875 

34,466 

NYSE 

CIN 

2.30 

2.07 

15% 

Cincinnati,  Ohio 

5. 1 

William  H  Dickhoner 

i  ,570 

22,629 

NYSE 

CMZ 

2.68 

0.72 

25% 

Cincinnati,  Ohio 

13.6 

James  A  D  Geier 

',UUU 

He  TOO 

125, Zoo 

NYSE 

FNC 

4.20 

1.53 

25  lA 

New  YorK,  N  i 

56.0 

Walter  B  Wnston 

1,300 

77,652 

NYSE 

CS 

-0.60 

1.60 

46 

Tulsa,  Okla 

19.6 

Charles  J  Waidelich 

1,293 

29,907 

NASDAQ 

CSGA 

1.46 

0.42 

85/s 

Atlanta,  Ga 

5.3 

Bennett  A  Brown 

',344 

8,068 

NASDAQ 

CFDY 

2.86 

0.89 

21 'A 

Louisville,  Ky 

1.8 

J  David  Grissom 

',822 

3,034 

xi  a  rr\  a  t  ~\ 

NASDAQ 

CTYF 

-0.45 

0.45 

9% 

Elizabeth,  NJ 

1.4 

Gilbert  G  Roessner 

1,571 

33,499 

NYSE 

CNV 

3.40 

1.58 

22% 

New  York,  NY 

67.3 

George  T  Scharffenberger 

1,405 

12,727 

NYSE 

CKL 

2.35 

2.20 

27 

Buchanan,  Mich 

16.4 

James  R  Rinehart 

',930 

51,055 

NYSE 

CVX 

2.52 

2.08 

16 

Cleveland,  Ohio 

5.1 

Robert  M  Ginn 

1,625 

21,683 

NYSE 

CGP 

-1.36 

0.40 

35% 

Houston,  Tex 

7.1 

Oscar  S  Wyatt  Jr 

5,780 

123,623 

NYSE 

KO 

3.90 

2.32 

34% 

Atlanta,  Ga 

39.6 

Roberto  C  Goizueta 

1,494 

81,946 

NYSE 

CL 

2.55 

1.14 

16% 

New  York,  NY 

46.7 

Keith  Crane 

hare  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10,  1982. 

ice  jointly  held  with  Paul  R  Seegers 

ice  jointly  held  with  Robert  D  Kilpatrick 

stimate. 

Not  available 
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The  Dimensions  of  American  Business 


 Where  they  ran 

k:  1981  

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

|$000) 

■ 

456 

■ 

■ 

Colonial  Penn  Group  (Dec) 

1,006,136 

1,254,498 

241,860 

■ 

290 

338 

293 

Colt  Industries  (Dec) 

1,490,316 

2,242,552 

761,376 

176 

127 

218 

160 

Columbia  Gas  System  (Dec) 

4,616,781 

4,426,243 

1,121,098 

a 

■ 

389 

324 

Combined  International  (Dec) 

1,595,400 

964,157 

650,616 

340 

157 

193 

213 

Combustion  Engineering  (Dec) 

2,666,326 

3,809,743 

1,221,444 

295 

■ 

■ 

■ 

Commerce  Bancshares  (Dec) 

2,963,683 

341,756 

132,673 

■ 

■ 

469 

■ 

Commerce  Clearing  House  (Dec) 

251,715 

312,617 

515,250 

■ 

436 

■ 

■ 

Commercial  Metals  (Aug) 

240,826 

1,336,634 

66,645 

56 

161 

73 

47 

Commonwealth  Edison  (Dec) 

12,264,155 

3,737,311 

2,434,946 

■ 

■ 

472 

■ 

Communications  Satellite  (Dec) 

599,323 

333,979 

508,000 

■ 

■ 

287 

■ 

Computervision  (Dec) 

231,796 

270,706 

887,120 

■ 

425 

■ 

■ 

ConAgra  (May) 

500,213 

1,376,808 

224,138 

86 

1 1 7 

89 

48 

Consolidated  Edison  (Dec) 

7,732,822 

4,865,934 

2,062,255 

403 

93 

294 

223 

Consolidated  Foods  (June) 

2,276,557 

5,614,052 

870,408 

■ 

483 

459 

248 

Consolidated  Freightways  (Dec) 

828,338 

1,143,722 

527,760 

314 

243 

253 

203 

Consolidated  Natural  Gas  (Dec) 

2,850,653 

2,738,164 

1,003,835 

103 

244 

241 

109 

Consumers  Power  (Dec) 

6,872,187 

2,733,973 

1,031,679 

440 

■ 

■ 

■ 

Continental  Bank  (Dec) 

2,043,722 

263,380 

128,184 

83 

175 

170 

153 

Continental  Corp  (Dec) 

O   AT  1    (~»  ">  A 

8,071,934 

3,466,227 

1,340,509 

133 

89 

233 

115 

Continental  Group  (Dec) 

5,609,700 

5,794,700 

1,073,905 

9 

80 

176 

106 

Continental  Illinois  (Dec) 

46,971,755 

6,286,622 

1,31 1,816 

238 

378 

242 

221 

Continental  Telephone  (Dec) 

3,543,759 

1,589,652 

1,028,244 

102 

143 

178 

191 

2Control  Data  (Dec) 

6,904,900 

4,162,600 

1,306,436 

387 

228 

81 

91 

Cooper  Industries  (Dec) 

2,335,381 

2,866,031 

2,262,241 

■ 

376 

272 

333 

Corning  Glass  Works  (Dec) 

1,613,400 

1,598,500 

948,119 

■ 

■ 

247 

499 

Cox  Broadcasting  (Dec) 

604,372 

403,497 

1,019,592 

369 

133 

129 

135 

CPC  International  (Dec) 

2,462,044 

4,343,1 16 

1,695,835 

■ 

373 

■ 

a 

Crane  (Dec) 

962,663 

1,611,342 

362,046 

■ 

■ 

476 

■ 

Cray  Research  (Dec) 

137,320 

101,642 

498,627 

30 

250 

448 

466 

Crocker  National  (Dec) 

22,494,462 

2,654,022 

547,208 

■ 

402 

■ 

■ 

Crown  Central  Petroleum  (Dec) 

542,483 

1,487,299 

93,255 

■ 

429 

■ 

453 

Crown  Cork  &  Seal  (Dec) 

882,642 

1,373,866 

435,360 

347 

208 

329 

421 

y*^                        r-m      I!         1  1      ir\  \ 

Crown  Zellerbach  (Dec) 

fi  /  i  j   i  r\r\ 

2,614, 100 

3, 148,300 

778,766 

194 

333 

270 

172 

Crum  &  Forster  (Dec) 

4,160,108 

1,925,085 

950,620 

84 

96 

74 

63 

CSX  (Dec) 

8,066,900 

5,432,200 

2,407,348 

■ 

■ 

■ 

470 

Culbro  (Dec) 

206,368 

363,445 

64,060 

367 

■ 

■ 

■ 

Cullen/Frost  Bankers  (Dec) 

2,467,414 

311,596 

165,435 

■ 

328 

■ 

327 

Cummins  Engine  (Dec) 

1,415,797 

1,962,461 

297,774 

■ 

■ 

■ 

375 

Curtiss-Wright  (Dec) 

293,871 

194,929 

i  An  iA/ 

198,206 

454 

246 

238 

271 

Dana  (Dec) 

1,967,379 

2,711,080 

1,048,696 

160 

41 

61 

70 

Dart  &  Kraft  (Dec) 

5,053,800 

10,21 1,000 

2,769,275 

■ 

■ 

432 

■ 

Data  General  (Sept) 

718,597 

736,872 

574,21 1 

■ 

■ 

248 

■ 

Datapoint  (July) 

490,1 18 

396,220 

1,018,184 

355 

113 

153 

178 

Dayton-Hudson  (|an) 

2,555,000 

4,942,859 

1,440,000 

469 

■ 

500 

348 

Dayton  Power  &  Light  (Dec) 

1,882,632 

779,586 

459,240 

128 

94 

75 

108 

Deere  (Oct) 

5,683,877 

5,446,720 

2,396,712 

■ 

■ 

■ 

482 

Delmarva  Power  &  Lt  (Dec) 

1,445,694 

608,504 

352,339 

395 

169 

265 

217 

Delta  Air  Lines  (June) 

2,304,327 

3,533,326 

974,169 

■ 

■ 

■ 

Deluxe  Check  Printers  (Dec) 

3U4,Uoo 

MA  1QA 

■  Not  on  500  list. 

2Figures  include  unconsolidated  subsidiaries. 

203 
080 
lit 
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 Share  data 

1981  

u 
sh 

Shares 

Market 

XT 

Number  of 

w 

outstanding 

Where 

Ticker 

Pn  tn  cx  t"v 
l  1 1 1 1 1  ■  i  i  y 

v_A71  pui  a  LC 

pm  nlfivpps 

)0) 

(000) 

traded 

symbol 

earnings 

Dividends 

(DPec.  31) 

headquarters 

(000) 

Chief  executive 

599 

16,124 

NYSE 

CPG 

-1.44 

1.40 

15 

Philadelphia,  Pa 

3.7 

John  I  Mac  Williams 

27,192 

NYSE 

COT 

4.01 

1.54 

28 

New  York,  NY 

29.7 

George  A  Strichman 

203 

34,898 

NYSE 

CG 

5.50 

2.70 

32!/s 

Wilmington,  Del 

11.8 

W  Frederick  Laird 

080 

27,109 

NYSE 

PMA 

3.70 

1.65 

24 

Northbrook,  111 

3.7 

W  Clement  Stone 

816 

33,012 

NYSE 

CSP 

4.45 

1.55 

37 

Stamford,  Conn 

46.5 

Arthur  J  Santry  Jr 

515 

4,781 

NASDAQ 

CBSH 

2.17 

1.68 

27% 

Ransas  City,  Mo 

3.2 

James  M  Kemper  Jr 

022 

9,000 

NASDAQ 

CCLR 

3.20 

1.19 

57'/4 

Chicago,  111 

5.0 

Richard  T  Merrill 

000 

4,443 

ASE 

CMC 

2.53 

0.44 

15 

Dallas,  Tex 

2.7 

Stanley  A  Rabin 

898 

122,513 

NYSE 

CWE 

3.06 

2.65 

19% 

Chicago,  111 

17.0 

James  J  O'Connor 

811 

8,000 

NYSE 

CQ 

3.53 

2.30 

63  Vi 

Washington,  DC 

2.8 

Joseph  V  Charyk 

78,5 

27,296 

NYSE 

CVN 

1.16 

none 

32Vi 

Bedford,  Mass 

3.4 

Martin  Allen 

555 

12,900 

NYSE 

CAG 

2.21 

0.78 

17% 

Omaha,  Neb 

9.5 

Charles  M  Harper 

994 

63,454 

NYSE 

ED 

6.44 

2.96 

32'/2 

New  York,  NY 

22.9 

Arthur  Hauspurg 

570 

27,632 

NYSE 

CFD 

4.67 

1.90 

31V2 

Chicago,  111 

87.0 

John  H  Bryan  Jr 

561 

13,361 

NYSE 

CNF 

9.56 

1.49 

39'/2 

Palo  Alto,  Cal 

17.2 

Raymond  F  O'Brien 

344 

19,780 

NYSE 

CNG 

7.44 

3.52 

50% 

Pittsburgh,  Pa 

7:5 

George  J  Tankersley 

021 

60,244 

NYSE 

CMS 

3.12 

2.36 

17'/8 

Jackson,  Mich 

12.7 

John  D  Selby 

779 

4,704 

NASDAQ 

CBTN 

4.84 

1.91 

27% 

Norristown,  Pa 

1.6 

Roy  T  Peraino 

516 

50,825 

NYSE 

CIC 

3.99 

2.40 

26% 

New  York,  NY 

21.9 

John  B  Ricker  Jr 

500 

32,791 

NYSE 

CCC 

6.54 

2.50 

32% 

Stamford,  Conn 

54.7 

S  Bruce  Smart  Jr 

499 

39,602 

NYSE 

CIL 

6.44 

1.85 

33  Vs 

Chicago,  111 

12.5 

Roger  E  Anderson 

702 

60,933 

NYSE 

CTC 

2.34 

1.47 

16% 

Atlanta,  Ga 

20.6 

Charles  Wohlstetter 

,800 

37,062 

NYSE 

CDA 

4.39 

0.43 

35  Vi 

Minneapolis,  Minn 

58.8 

William  C  Norris 

509 

43,927 

NYSE 

CBE 

6.02 

1.24 

51'/2 

Houston,  Tex 

39.2 

Robert  Cizik 

300 

18,277 

NYSE 

GLW 

5.32 

2.32 

51% 

Corning,  NY 

29.4 

Amory  Houghton  Jr 

,872 

28,322 

NYSE 

COX 

2.04 

0.25 

36 

Atlanta,  Ga 

5.5 

Clifford  M  Kirtland  Jr 

i,700 

47,770 

NYSE 

CPC 

4.57 

1.87 

35  Vi 

Englewood  Cliffs,  NJ 

39.4 

James  W  McKee  Jr 

1,748 

10,258 

NYSE 

CR 

5.17 

1.67 

35% 

New  York,  NY 

17.4 

Thomas  M  Evans 

,663 

13,661 

NYSE 

CYR 

1.32 

none 

36  Vi 

Minneapolis,  Minn 

0.9 

John  A  Rollwagen 

.,267 

17,868 

NYSE 

CRN 

4.02 

2.35 

30% 

San  Francisco,  Cal 

15.8 

Thomas  R  Wilcox 

>,953 

6,217 

ASE 

CNP  A 

0.34 

0.75 

15 

Baltimore,  Md 

1.6 

Henry  A  Rosenberg  Jr 

»,707 

14,512 

NYSE 

CCR 

4.45 

none 

30 

Philadelphia,  Pa 

14.7 

John  F  Connelly 

',700 

26,854 

NYSE 

ZB 

2.47 

2.30 

29 

San  Francisco,  Cal 

29.5 

William  T  Creson 

l),054 

28,483 

NYSE 

CMF 

6.16 

1.54 

33% 

New  York,  NY 

9.8 

B  P  Russell 

>,400 

41,506 

NYSE 

CSX 

8.92 

2.70 

58 

Richmond,  Va 

75.0 

Hays  P  Watkins 

[$,463 

3,203 

NYSE 

cue 

19.40 

0.25 

20 

New  York,  NY 

5.3 

Edgar  M  Cullman 

1,821 

6,071 

NASDAQ 

CFBI 

3.17 

0.75 

27'/4 

San  Antonio,  Tex 

2.0 

Thomas  C  Frost 

5,843 

8,388 

NYSE 

CUM 

11.46 

1.85 

35!/2 

Columbus,  Ind 

22.0 

Henry  B  Schacht 

',649 

4,805 

NYSE 

CW 

17.99 

1.00 

41% 

Wood-Ridge,  NJ 

2.6 

T  Roland  Berner 

5,407 

35,549 

NYSE 

DCN 

3.25 

1.60 

29'/2 

Toledo,  Ohio 

35.2 

Gerald  B  Mitchell 

5,200 

54,567 

NYSE 

DRI 

6.36. 

3.40 

50% 

Northbrook,  111 

88.5 

John  M  Richman 

5,371 

10,683 

NYSE 

DGN 

3.85 

none 

53% 

Westboro,  Mass 

14.5 

Edson  D  deCastro 

3,734 

19,867 

NYSE 

DPT 

2.45 

none 

51'/4 

San  Antonio,  Tex 

6.4 

Harold  E  O'Kelley 

7,000 

48,000 

NYSE 

DH 

3.62 

1.03 

30 

Minneapolis,  Minn 

70.0 

William  A  Andres 

5,311 

31,401 

NYSE 

DPL 

2.51 

1.82 

14% 

Dayton,  Ohio 

3.9 

Robert  E  Frazer 

3,493 

67,513 

NYSE 

DE 

3.79 

1.95 

35  Vi 

Moline,  111 

60.9 

William  A  Hewitt 

5,021 

27,908 

NYSE 

DEW 

1.78 

1.52 

12% 

Wilmington,  Del 

2.6 

Nevius  M  Curtis 

0,954 

39,762 

NYSE 

DAL 

3.69 

0.85 

24!/2 

Atlanta,  Ga 

37.4 

David  C  Garrett  Jr 

7,688 

22,979 

NYSE 

DLX 

2.33 

0.89 

28  Va 

St  Paul,  Minn 

9.7 

Eugene  R  Olson 

ihare  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10,  1982. 
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The  Dimensions  of  American  Business 


i 

V. 
■ 
■ 

■ 

. 

Where  they  rank:  1981  

Market  value 

Market            Net                                                                        Assets            Sales           of  common  1 
Assets            Sales              value           profits                        Company  (fiscal  year  end]              ($000)           |$000)  ($000) 

476                  ■                    ■                  ■                                Deposit  Guaranty  (Dec)             1,851,707           217,787  91,029 
107                 314                 230               120                                   Detroit  Edison  (Dec)            6,607,788        2,054,057  1,081,637 
119                  ■                    ■                  ■                                 DETROITBANK  (Dec)            6,154,170           695,710  176,219 
■                  444                 444                 ■                         Diamond  International  (Dec)               931,989         1,289,092  554,107 
289                 183                 137               260                           Diamond  Shamrock  (Dec)            3,015,884        3,376,215  1,594,210 

243                 204                  34                 72                             Digital  Equipment  (June)            3,456,072        3,198,099  4,733,021 

■  370                  ■                  ■                                        Dillingham  IDec)               835,330         1,627,205  203,586 

■  260                 ■                 ■                             Dillon  Companies  (June)              497,581        2,494,578  409,843 

■  ■                   130               258                    Walt  Disney  Productions  (Sept)             1,610,009         1,005,040  1,695,199 
327                  ■                    ■                  ■                          Dominion  Bankshares  (Dec)            2,731,681           330,465  143,682 

165                   ■                    ■                  ■                Donaldson,  Lufkin  &  Jenrette  (Dec)            4,868,026           579,438  157,824 

■  457                 364               405                        R  R  Donnelley  &  Sons  (Dec)               865,797         1,243,859  712,682 

■  ■                  201               339                                              Dover  (Dec)               561,557        1,025,521  1,181,235 
53                   31                   30                 35                                  Dow  Chemical  (Dec)           12,496,000       11,873,000  4,971,566 

■  ■                   142               432                                        Dow  Jones  (Dec)               532,075           641,024  1,554,251 

■  395                  ■                  ■                                                Dravo(Dec)               719,983         1,511,908  216,578 
265                 122                   68                 78                              Dresser  Industries  (Oct)            3,273,300        4,614,500  2,612,353 

25                  16                  13                14                     E I  du  Pont  de  Nemours  (Dec)          23,829,000      22,790,000        8,732,667  1 
108                335                110                73                                    Duke  Power  (Dec)            6,531,044        1,908,454  1,824,962 

■  439                 123               259                               Dun  &  Bradstreet  (Dec)               905,694         1,331,035  1,763,874 

■ 

339                  ■                  419               296                                 Duquesne  Light  (Dec)            2,668,577           796,847  600,265 
302                 162                  ■                  ■                                 Eastern  Air  Lines  (Dec)            2,934,519        3,727,093  145,806 
■                 479                449              477             Eastern  Gas  &  Fuel  Associates  (Dec)            1,221,693        1,157,453  547,107 
70                  40                    9                 12                                 Eastman  Kodak  (Dec)            9,438,663       10,337,000       11,557,813  1 
388                206                295              386                                            Eaton  (Dec)            2,332,857        3,165,319  870,251 

- 

• 

■  354                 281               409                                      Jack  Eckerd  (July)               643,935         1,752,550  911,113 

■  ■                  440                 ■                                               EG&G  (Dec)               225,349           704,161  559,992 
222                154                196              214                                          El  Paso  (Dec)            3,711,207        3,909,023  1,205,443 

■  ■                    ■                 495                                  El  Paso  Electric  (Dec)               890,071           250,379  269,933 

■  ■                 376                ■                     Electronic  Data  Systems  (June)              254,679          448,611  687,034 

■ 
■ 

412                178                  59                94                             Emerson  Electric  (Sept)            2,201,680        3,429,261  2,901,731 

■  356                  ■                 420                                            Emhart(Dec)             1,068,200        1,747,100  385,596 

■  ■                  487                 ■                         Energy  Reserves  Group  (Dec)               357,047           173,599  488,530 

■  292                 390               431                                         Engelhard  (Dec)               705,280        2,191,792  650,167 
334                 186                 169               158                                        ENSERCH  (Dec)            2,689,924        3,362,474  1,345,270 

350                 473                  ■                  ■                                              2Entex(June)            2,580,749         1,186,905  275,028 
292                  ■                    ■                  ■                                           Equimark  (Dec)            2,992,816           349,170  23,247 
428                  ■                    ■                  ■                      Equitable  Bancorporation  (Dec)            2,110,631           256,067  78,858 
486                  ■                    ■                  ■                           Equitable  of  Iowa  Cos(Dec)             1,786,365           446,157  104,453 
493                214                403              349                                          Esmark  (Oct)            1,743,316        3,076,009  625,622 

■  353                  ■                 359                                               Ethyl  (Dec)             1,261,954         1,757,195  449,532 

■  403                  ■                  ■                                    Evans  Products  (Dec)               943,436         1,471,046  216,353 

■  489                  ■                 494                                         Ex-Cell-O  (Nov)               721,167         1,124,494  336,789 

5                     13                  2                                              Exxon  (Dec)           62,931,055     108,107,688       27,136,500  5 

■  434                  ■                 458                            Fairchild  Industries  (Dec)               902,440         1,338,905  157,965 

- 

■  422                  ■                  ■                               Farm  House  Foods  (Mar)               217,012        1,389,946  54,686 

■  ■                  228               264                                  Farmers  Group  (Dec)             1,560,362           554,890  1,086,464 

■  497                  a                  a                                         Federal  Co  (May)               317,756         1,099,893  175,125 

■  ■                   189               479                                 Federal  Express  (May)               570,112           589,493  1,231,188 

■  Not  on  S00  list                                                 'Figures  include  unconsolidated  subsidiaries. 
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 Share  data 

1981  

n 

Shares 

i 

Market 

Number  or 

outstanding 

Ticker 

Pt*i  m  a  rv 

l  l  Llllal  y 

Cnrnnra  tp 

V,  l  '  1  UUld  LIT- 

pm  nl  nvpps 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

3,194 

NASDAQ 

DEPS 

4.49 

1.70 

28  Vi 

Jackson,  Miss 

1.6 

John  P  Maloney 

95,089 

NYSE 

DTE 

2.02 

1.62 

11% 

Detroit,  Mich 

10.9 

Walter  J  McCarthy  Jr 

8,102 

NASDAQ 

DBNK 

3.75 

2.00 

21% 

Detroit,  Mich 

4.2 

Donald  R  Mandich 

13,724 

NYSE 

DN 

2.04 

2.20 

40% 

New  York,  NY 

17.7 

William  )  Koslo 

62,826 

NYSE 

DIA 

1.94 

1.70 

25% 

Dallas,  Tex 

13.7 

William  H  Bricker 

96 

54,717 

NYSE 

DEC 

670 

none 

86'/2 

Maynard,  Mass 

59.3 

Kenneth  H  Olsen 

7S 

15,365 

NYSE 

DHM 

1.76 

0.70 

13!/4 

Honolulu,  Haw 

13.0 

1  Joseph  Casey 

56 

18,317 

NYSE 

DLL 

2.28 

1.05 

22% 

Hutchinson,  Kan 

24.1 

Ray  E  Dillon  )r 

37 

32,444 

NYSE 

DIS 

3.72 

1.00 

52  Vt 

Burbank,  Cal 

24.5 

E  Cardon  Walker 

93 

8,708 

NASDAQ 

DMBK 

2.52 

0.96 

16'/2 

Roanoke,  Va 

3.0 

Warner  N  Dalhouse 

14 

9,864 

NYSE 

DLJ 

1.26 

0.18 

16 

New  York,  NY 

3.1 

Richard  H  Jenrette 

56 

18,879 

NYSE 

DNY 

4.20 

1.28 

37% 

Chicago,  111 

15.1 

Charles  W  Lake  Jr 

06 

35,795 

NYSE 

DOV 

2.69 

0.59 

33 

New  York,  NY 

13.0 

Gary  L  Roubos 

00 

189,393 

NYSE 

DOW 

3.00 

1.80 

26  Va 

Midland,  Mich 

60.3 

Paul  F  Oreffice 

20 

31,399 

NYSE 

DJ 

2.28 

0.92 

49'/2 

New  York,  NY 

5.3 

Warren  H  Phillips 

14 

12,930 

NYSE 

DRV 

1.31 

0.96 

16% 

Pittsburgh,  Pa 

13.9 

Robert  Dickey  III 

00 

78,567 

NYSE 

DI 

4.04 

0.68 

33% 

Dallas,  Tex 

54.9 

John  V  James 

00 

234,434 

NYSE 

DD 

5.81 

2.75 

37'/4 

Wilmington,  Del 

156.7 

Edward  G  Jefferson 

67 

88,483 

NYSE 

DUK 

3.19 

2.08 

205/s 

Charlotte,  NC 

19.8 

William  S  Lee 

02 

27,998 

NYSE 

DNB 

4.33 

2.28 

63 

New  York,  NY 

25.9 

Harrington  Drake 

73 

45,303 

NYSE 

DQU 

2.06 

1.83 

13  Vi 

Pittsburgh,  Pa 

4.5 

John  M  Arthur 

68 

24,818 

NYSE 

EAL 

-3.44 

none 

57/g 

Miami,  Fla 

38.9 

Frank  Borman 

12 

22,678 

NYSE 

EFU 

2.65 

1.07 

24!/s 

Boston,  Mass 

9.5 

William  J  Pruyn 

00 

162,500 

NYSE 

EK 

7.66 

3.50 

71'/g 

Rochester,  NY 

133.0 

Walter  A  Fallon 

05 

27,302 

NYSE 

ETN 

3.01 

1.72 

317a 

Cleveland,  Ohio 

49.6 

E  Mandell  de  Windt 

■  17 

37,379 

NYSE 

ECK 

2.19 

0.83 

24% 

Largo,  Fla 

26.5 

Stewart  Turley 

53 

28,354 

NYSE 

EGG 

1.21 

0.25 

19% 

Wellesley,  Mass 

17.5 

Bernard  J  O'Keefe 

i73 

48,460 

NYSE 

ELG 

3.07 

1.48 

247s 

Houston,  Tex 

8.3 

Travis  H  Petty 

53 

25,110 

NASDAQ 

ELPA 

2.23 

1.25 

10% 

El  Paso,  Tex 

1.0 

Evern  R  Wall 

28,186 

NYSE 

EDS 

1.39 

0.58 

24% 

Dallas,  Tex 

11.2 

Morton  H  Meyerson 



178 

63,950 

NYSE 

EMR 

4.26 

1.82 

45% 

St  Louis,  Mo 

55.2 

Charles  F  Knight 

100 

12,003 

NYSE 

EMH 

6.06 

2.40 

32>/s 

Farmington,  Conn 

32.9 

T  Mitchell  Ford 

-75 

48,853 

NASDAQ 

ERGS 

-0.46 

none 

10 

Wichita,  Kan 

0.6 

Richard  W  Volk 

168 

26,811 

NYSE 

EC 

2.65 

0.56 

24!/4 

Edison,  NJ 

8.6 

Irving  D  Isko 

.66 

53,278 

NYSE 

ENS 

3.55 

1.36 

25  lA 

Dallas,  Tex 

21.5 

William  C  McCord 

85 

21,156 

NYSE 

ETX 

2.03 

0.94 

13 

Houston,  Tex 

5.0 

Jackson  C  Hinds 

.25 

4,536 

NYSE 

EQK 

-11.10 

0.72 

5'/8 

Pittsburgh,  Pa 

2.3 

William  E  Bierer 

»44 

4,358 

NASDAQ 

EBNC 

2.29 

0.70 

18% 

Baltimore,  Md 

2.7 

H  Grant  Hathaway 

U2 

6,236 

NASDAQ 

EQICB 

2.09 

1.26 

16% 

Des  Moines,  Iowa 

5.6 

Kenneth  R  Austin 

.27 

12,148 

NYSE 

ESM 

7.04 

1.56 

51'/2 

Chicago,  111 

29.4 

Donald  P  Kelly 

77 

19,129 

NYSE 

EY 

4.56 

1.50 

23l/2 

Richmond,  Va 

15.2 

Floyd  D  Gottwald  Jr 

!30 

12,363 

NYSE 

EVY 

0.83 

1.60 

17% 

Portland,  Ore 

17.0 

Monford  A  Orloff 

il8 

15,052 

NYSE 

XLO 

3.71 

1.41 

22% 

Troy,  Mich 

16.3 

E  Paul  Casey 

143 

868,368 

NYSE 

XON 

6.44 

3.00 

31'/4 

New  York,  NY 

180.0 

Clifton  C  Garvin  Jr 

>11 

13,028 

NYSE 

FEN 

3.48 

0.80 

12'/8 

Germantown,  Md 

18.4 

Edward  G  Uhl 

171 

7,409 

NASDAQ 

FHFC 

0.50 

none 

7% 

Milwaukee,  Wise 

4.9 

Richard  Y  Fisher 

)57 

33,952 

NASDAQ 

FGRP 

3.53 

1.12 

32 

Los  Angeles,  Cal 

11.4 

Richard  G  Lindsley 

(81 

8,193 

NYSE 

FFF 

2.47 

1.30 

21% 

Memphis,  Tenn 

12.5 

R  Lee  Taylor  11 

190 

19,699 

NYSE 

FDX 

2.89 

none 

62% 

Memphis,  Tenn 

8.1 

Frederick  W  Smith 

ire  data  adjusted  for 

stock  splits  and  stock  dividends  th 

rough  May  10,  1982. 
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IT  PAYS  TO  LISTEN. 

Columbus  ideas  fell  on  deaf  ears  for  years 
before  Queen  Isabella  finally  chose  to  listen. 
Its  a  lesson  that  wasnt  lost  on  Sperry. 
Listening  keeps  us  alert  to  ever-expanding 


possibilities  in  computer  science,  aerosf 
and  defense. 

What's  more,  it  helps  us  expand  th 
ourselves. 

Real  breakthroughs  increasingly  oo 
when  seemingly  unrelated  advances  gei 
nected-and  then,  suddenly,  explosively 

This  takes  an  attentive,  imaginatk 
of  listener  who  combines  the  unlikely  ir 


\bected  ways. 

ts  why,  at  Sperrys  Research  Center, 

tists  from  eighteen  totally  different  disci- 

>  regularly  meet 

fb  listen  to  each  other. 

We  at  Sperry  are  convinced  that  listening 

Ignites  new  insights,  guides  us  into 

For  a  booklet  on  lis 


uncharted  areas  of  thought,  and  ultimately 
uncovers  whole  new  worlds. 

SPERRY 

We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Unwac  computers,  Sperry  New  Holland  farm  equipment, 
Sperry  Wickers  fluid  power  systems,  and  defense  and  aerospace  systems 
from  Sperry  division  and  Sperry  Flight  Systems. 

I,  write  to  Sperry,  Dept.  C5,  1290  Avenue  of  the  Americas,  New  York,  N.Y.  10104- 


The  Dimensions  of  American  Business 


 Where  they  rank:  1981  

> 

i  i 
ivlarKet  value  ^ 

Market 

Net 

Assets 

Sales 

of  common      ]  * 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000] 

ISQ00I 

($000) 

6 

86 

473 

■ 

Federal  National  Mortgage  Assoc  (Dec) 

62,095,903 

5,861,711 

502,427       .  || 

197 

68 

126 

102 

Federated  Department  Stores  (Jan) 

4,096,877 

7,067,673 

1,743,372 

228 

■ 

■ 

■ 

Fidelcor  (Dec) 

3,666,594 

423,078 

124,410 

307 

■ 

■ 

■ 

Fidelity  Financial  (Dec) 

2,906,531 

320,891 

17,779 

282 

■ 

■ 

■ 

Fidelity  Union  Bancorp  (Dec) 

3,059,385 

340,128 

95,174 

219 

■ 

■ 

■ 

Financial  Corp  of  America  (Dec) 

3,757,352 

387,968 

151,271 

436 

■ 

■ 

■ 

Financial  Corp  of  Santa  Barbara  (Dec) 

2,056,818 

193,278 

26,521 

370 

■ 

■ 

■ 

Financial  Federation  (Dec) 

2,455,617 

235,165 

64,218 

344 

■ 

■ 

■ 

Financial  General  Bankshares  (Dec) 

2,626,670 

307,407 

217,520 

288 

132 

357 

243 

Firestone  Tire  &  Rubber  (Oct) 

3,018,000 

4,361,000 

720,900 

345 

■ 

■ 

■ 

First  Alabama  Bancshares  (Dec) 

2,621,631 

281,946 

223,822 

455 

■ 

■ 

■ 

First  American  (Dec) 

1,963,814 

243,923 

84,843 

230 

■ 

■ 

■ 

First  American  Bank  (Dec) 

3,644,926 

315,898 

69,063 

356 

■ 

■ 

■ 

First  &  Merchants  (Dec) 

2,550,867 

303,791 

97,859 

240 

■ 

■ 

■ 

First  Atlanta  (Dec) 

3,483,758 

427,188 

185,578 

46 

350 

458 

337 

First  Bank  System  (Dec) 

14,911,285 

1,790,373 

527,992 

65 

■ 

■ 

■ 

First  Boston  (Dec) 

10,314,389 

846,691 

159,401 

68 

■ 

■ 

■ 

First  Charter  Financial  (Dec) 

9,750,034 

1,003,800 

353,982 

17 

135 

333 

.  267 

First  Chicago  (Dec) 

33,562,442 

4,325,881 

768,325 

49 

381 

263 

244 

First  City  Bancorporation  of  Texas  (Dec) 

14,291,097 

1,579,874 

976,507 

466 

■ 

m 

a 

First  Empire  State  (Dec) 

1,893,495 

237,769 

55,209 

472 

453 

a 

a 

First  Executive  (Dec) 

1,875,986 

1,258,340 

130,824 

385 

■ 

m 

B 

First  Florida  Banks  (Dec) 

2,354,737 

244,188 

141,403 

424 

■ 

B 

First  Hawaiian  (Dec) 

2,147,129 

249,281 

98,442 

•  13 

136 

159 

118 

First  Interstate  Bancorp  (Dec) 

36,982,091 

4,319,240 

1,385,027 

328 

■ 

m 

_ 

First  Kentucky  National  (Dec) 

2,726,637 

292,489 

141,785 

304 

■ 

a 

First  Maryland  Bancorp  (Dec) 

2,919,505 

354,534 

107,520 

305 

■ 

m 

a 

First  National  Bancorp  (Dec) 

2,919,124 

355,240 

171,648 

41 

219 

430 

268 

First  National  Boston  (Dec) 

16,809,052 

2,947,544 

580,143 

405 

■ 

First  National  Charter  (Dec) 

2,247,034 

242,316 

108,339 

448 

■ 

a 

a 

First  National  Cincinnati  (Dec) 

2,000,047 

230,643 

121,500 

195 

■ 

a 

B 

First  National  State  Bancorp  (Dec) 

4,104,599 

456,796 

109,431 

■ 

460 

m 

B 

First  National  Supermarkets  (Mar) 

194,981 

1,230,173 

14,085 

287 

■ 

B 

First  Oklahoma  Bancorporation  (Dec) 

3,022,927 

331,732 

242,306 

150 

■ 

a 

■ 

First  Pennsylvania  (Dec) 

5,257,234 

717,628 

49,934 

193 

■ 

a 

First  Security  (Dec) 

4,161,330 

493,736 

249,874 

274 

■ 

a 

a 

First  Tennessee  National  (Dec) 

3,148,108 

377,460 

144,119 

148 

■ 

m 

B 

First  Union  (Dec) 

5,296,955 

594,780 

235,624 

372 

■ 

9 

First  United  Bancorporation  (Dec) 

2,440,327 

300,643 

168,746 

499 

■ 

a 

■ 

First  Virginia  Banks  (Dec) 

1,712,899 

200,173 

94,815 

170 

■ 

a 

First  Wisconsin  (Dec) 

4,725,840 

587,714 

128,972 

■ 

490 

• 

B 

Fischbach  (Sept) 

436,373 

1,118,865 

129,744 

■ 

400 

Fisher  Foods  (Dec) 

222,299 

1,492,709 

70,746 

351 

■ 

■ 

Flagship  Banks  (Dec) 

2,575,165 

293,476 

156,825 

■ 

180 

Fleming  Cos  (Dec) 

411,165 

3,398,803 

191,022 

■ 

467 

Flickinger  (July) 

142,216 

1,197,770 

55,832 

■ 

^  ■ 

491 

Flightsafety  International  (Dec) 

118,981 

63,179 

482,295 

346 

■ 

Florida  National  Banks  of  Florida  (Dec) 

2,616,473 

277,929 

185,600 

352 

449 

434 

315 

Florida  Power  (Dec) 

2,563,193 

1,278,297 

570,203 

■  Not  on  500  list 
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 Share 

data,  lyoi  

Shares 

Market 

Number  of 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

)) 

(000) 

traded 

symbol 

earnings . 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

59,109 

NYSE 

FNM 

-3.22 

0.40 

8V2 

Washington,  DC 

1.1 

David  O  Maxwell 

X) 

48,427 

NYSE 

FDS 

5.33 

1.88 

36 

Cincinnati,  Ohio 

118.7 

Howard  Goldfeder 

vs 

5,104 

NASDAQ 

FICR 

5.01 

0.69 

24% 

Philadelphia,  Pa 

3.0 

Raymond  J  Dempsey 

43 

6,773 

NYSE 

FDY 

-8.40 

none 

2% 

San  Francisco,  Cal 

0.9 

Adolph  C  Meyer  Jr 

32 

3,788 

NYSE 

FDU 

4.63 

2.80 

25  % 

Newark,  NJ 

3.5 

Peter  Cartmell 

90 

9,866 

NYSE 

FIN 

2.37 

0.51 

15% 

Los  Angeles,  Cal 

0.9 

Charles  W  Knapp 

U 

4,330 

NYSE 

FSB 

-6.98 

none 

6Vs 

Santa  Barbara,  Cal 

0.8 

David  L  Tilton 

54 

4,211 

NYSE 

FFI 

-7.61 

0.35 

ISVa 

Culver  City,  Cal 

0.6 

William  L  Popejoy 

73 

7,281 

ASE 

FGL 

2.75 

0.40 

29% 

Washington,  DC 

3.5 

Robert  G  Stevens 

DO 

57,101 

NYSE 

FIR 

2.22 

0.60 

12% 

Akron,  Ohio 

78.9 

John  J  Nevin 

02 

7,718 

NASDAQ 

FABC 

4.99 

1.49 

29 

Montgomery,  Ala 

2.9 

Frank  A  Plummer 

33 

6,227 

NASDAQ 

FATN 

2.53 

0.85 

13% 

Nashville,  Tenn 

2.0 

Kenneth  L  Roberts 

06 

4,250 

NASDAQ 

FABK 

3.03 

1.32 

16'/4 

Kalamazoo,  Mich 

3.9 

James  H  Duncan 

02 

6,470 

NASDAQ 

FMCH 

2.90 

0.91 

IBVs 

Richmond,  Va 

3.3 

C  Coleman  McGehee 

99 

10,655 

NYSE 

FAC 

3.14 

0.73 

17 ¥1 

Atlanta,  Ga 

4.1 

Thomas  R  Williams 

39 

15,194 

NASDAQ 

FBKS 

6.38 

2.44 

34% 

Minneapolis,  Minn 

10.0 

George  H  Dixon 

76 

4,522 

NASDAQ 

FBOS 

8.35 

2.27 

35  V* 

New  York,  NY 

1.6 

George  L  Shinn 

17 

29,809 

NYSE 

FCF 

-1.87 

0.80 

11% 

Beverly  Hills,  Cal 

2.3 

S  Mark  Taper 

88 

39,913 

NYSE 

FNB 

2.98 

1.20 

19'/4 

Chicago,  111 

10.8 

Barry  F  Sullivan 

122 

29,817 

NYSE 

FBT 

4.22 

1.06 

32% 

Houston,  Tex 

7.0 

James  A  Elkins  Jr 

)34 

2,868 

NASDAQ 

FEMP 

3.60 

0.38 

19'/4 

Buffalo,  NY 

2.2 

Claude  F  Shuchter 

14 

15,168 

NASDAQ 

FEXC 

1.12 

none 

85/8 

Beverly  Hills,  Cal 

0.3 

Fred  Carr 

.29 

15,083 

NASDAQ 

FFBK 

1.40 

0.36 

9% 

Tampa,  Fla 

2.2 

Chester  H  Ferguson 

134 

3,337 

NASDAQ 

FHWN 

5.41 

2.35 

29  Vi 

Honolulu,  Haw 

2.1 

John  D  Bellinger 

1,52 

38,742 

NYSE 

I 

5.83 

1.99 

35% 

Los  Angeles,  Cal 

31.2 

Joseph  J  Pinola 

148 

3,966 

NASDAQ 

FKYN 

5.32 

2.18 

35% 

Louisville,  Ky 

2.4 

A  Stevens  Miles 

'04 

5,376 

NASDAQ 

FMDB 

4.55 

1.32 

20 

Baltimore,  Md 

3.1 

J  Owen  Cole 

)37 

5,364 

NASDAQ 

FNTL 

5.34 

1.30 

32 

Denver,  Colo 

2.8 

Theodore  D  Brown 

)65 

19,073 

NYSE 

FB 

6.25 

1.67 

30'/2 

Boston,  Mass 

12.1 

Richard  D  Hill 

133 

3,835 

NASDAQ 

FNCH 

4.84 

1.82 

28% 

Kansas  City,  Mo 

2.0 

Gordon  E  Wells 

126 

4,500 

NASDAQ 

FNAC 

5.60 

2.31 

27 

Cincinnati,  Ohio 

1.6 

William  N  Liggett 

124 

5,211 

NYSE 

FNS 

5.66  - 

2.10 

21 

Newark,  NJ 

3.5 

Robert  R  Ferguson  Jr 

345 

3,130 

NASDAQ 

FOOD 

1.91 

0.02 

4% 

Maple  Heights,  Ohio 

14.3 

Richard  J  Bogomolny 

536 

9,644 

NASDAQ 

FOKL 

2.53 

0.48 

25% 

Oklahoma  City,  Okla 

1.3 

Charles  A  Vose  Jr 

512 

15,979 

NYSE 

FPA 

-0.40 

none 

3'/s 

Philadelphia,  Pa 

4.1 

George  A  Butler 

212 

11,970 

NASDAQ 

FSCO 

3.39 

1.00 

20% 

Salt  Lake  City,  Utah 

4.5 

Spencer  F  Eccles 

569 

9,298 

NASDAQ 

FTEN 

2.73 

0.90 

15V2 

Memphis,  Tenn 

3.3 

Ronald  A  Terry 

542 

9,921 

NASDAQ 

FUNC 

3.04 

1.08 

23% 

Charlotte,  NC 

4.7 

C  Clifford  Cameron 

446 

5,357 

NASDAQ 

FBFW 

4.39 

1.08 

31!/2 

Fort  Worth,  Tex 

1.6 

Paul  W  Mason 

780 

10,993 

NYSE 

FVB 

1.60 

0.55 

85/8 

Falls  Church,  Va 

2.9 

Thomas  K  Malone  Jr 

933 

4,246 

NYSE 

FWB 

6.65 

1.97 

30% 

Milwaukee,  Wise 

4.2 

Hal  C  Kuehl 

667 

3,392 

NYSE 

FIS 

6.59 

1.80 

38!/4 

New  York,  NY 

12.0 

Alfred  R  Manville 

714 

5,442 

NYSE 

FHR 

4.92 

0.55 

13 

Bedford  Heights,  Ohio 

5.0 

Carl  Fazio 

267 

7,252 

NASDAQ 

FLAG 

2.92 

1.00 

21% 

Miami,  Fla 

3.5 

Philip  F  Searle 

126 

7,347 

NYSE 

FLM 

3.55 

1.18 

26 

Oklahoma  City,  Okla 

9.0 

Richard  D  Harrison 

421 

2,958 

NASDAQ 

FLIC 

3.09 

0.83 

18% 

Buffalo,  NY 

6.4 

Jerry  D  Medcalf 

479 

14,615 

NYSE 

FSI 

1.31 

0.12 

33 

Flushing,  NY 

1.0 

Albert  L  Ueltschi 

334 

7,499 

NASDAQ 

FNBF 

1.83 

0.80 

24% 

Jacksonville,  Fla 

3.3 

George  C  Whitner  Jr 

574 

36,493 

NYSE 

FDP 

2.46 

1.68 

15% 

St  Petersburg,  Fla 

4.4 

Andrew  H  Hines  Jr 

are  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10,  1982 

IAY  10,  1982 
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Where  they  rank:  1981  

Market  value  sh 

Market 

Net 

A  SQPtC 

Sales 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end| 

($000) 

($000) 

($000) 

121 

1  fx 

I/O 

127 

Florida  Power  &  Light  (Dec) 

6,122,580 

3,088,620 

1,329,836  UK 

185 

77 

198 

Fluor  (Oct) 

4,427,158 

6,073,395 

2,343,660 

326 

185 

308 

225 

FMC  (Dec) 

2,738,862 

3,366,744 

835,016 

28 

7 

90 

■ 

Ford  Motor  (Dec) 

23,012,400 

38,247,100 

2,015,561     -1  UK 

■ 

145 

426 

439 

Foremost-McKesson  (Mar) 

1,275,087 

4,132,585 

586,273 

11 A 
ZZu 

382 

Fort  Howard  Paper  (Dec) 

580,715 

471,261 

1,090,463 

■ 

459 

Foster  Wheeler  (Dec) 

959,286 

1,674,074 

501,667 

■ 

■ 

131 

197 

Freeport-McMoran  (Dec) 

1,480,313 

835,404 

1,655,111 

■ 

296 

■ 

■ 

Fruehauf  (Dec) 

1,556,765 

2,175,119 

228,659 

■ 

430 

101 

179 

Gannett  (Dec) 

1,448,108 

1,367,171 

1,916,251  ; 

311 

440 

GATX  (Dec) 

2,880,166 

1,190,699 

375,242 

■ 

M-H  1 

355 

GEICO  (Dec) 

1,362,009 

727,453 

558,996  !l 

418 

■ 

■ 

■ 

Gelco  ()uly) 

2,183,180 

851,743 

239,477 

■ 

■ 

279 

■ 

General  American  Oil  Co  of  Texas  (|une) 

524,077 

315,532 

914,233 

389 

110 

175 

254 

General  Dynamics  (Dec) 

2,326,800 

5,063,400 

1,313,519  JO 

32 

i  \ 
lo 

7 

/ 

11 

General  Electric  (Dec) 

20,942,000 

27,240,000 

13,067,787  1, 

276 

7C 

loy 

104 

General  Foods  (Mar) 

3,129,842 

6,601,255 

1,569,815 

■ 

* 

166 

361 

General  Instrument  (Feb) 

772,215 

957,059 

1,364,006 

396 

118 

115 

159 

General  Mills  (May) 

2,301,300 

4,852,400 

1,789,589 

12 

3 

8 

75 

General  Motors  (Dec) 

38,919,700 

62,698,500 

11,689,640 

159 

309 

■ 

General  Public  Utilities  (Dec) 

5,054,021 

2,065,487 

413,532 

192 

d.1  ^ 

1  D 

1ZJ 

170 

General  Re  (Dec) 

4,168,300 

1,423,100 

1,760,350 

■ 

361 

234 

270 

General  Signal  (Dec) 

1,222,840 

1,702,455 

1,070,762 

31 

35 

27 

24 

General  Telephone  &  Electronics  (Dec) 

21,113,299 

11,026,296 

5,302,400 

478 

295 

477 

286 

General  Tire  &  Rubber  (Nov) 

1,844,431 

2,175,215 

496,513 

■ 

3  70 

o  fy 

414 

Genuine  Parts  (Dec) 

585,282 

1,584,642 

867,719 

158 

Oft 

194 

Georgia-Pacific  (Dec) 

5,060,000 

5,414,000 

1,991,107 

■ 

■ 

408 

483 

Geosource  (Sept) 

532,789 

729,185 

616,256 

69 

30 

28 

19 

Getty  Oil  (Dec) 

9,536,356 

12,887,360 

5,297,570 

■ 

364 

■ 

■ 

Giant  Food  (Feb) 

392,246 

1,683,881 

95,901 

168 

■ 

Gibraltar  Financial  Corp  of  Calif  (Dec) 

4,771,371 

484,634 

59,368 

239 

■ 

0 

Gibraltar  Savings  Association  (Sept) 

3,519,832 

357,357 

92,274 

492 

111 

250 

253 

Gillette  (Dec) 

1,759,016 

2,334,397 

1,015,166 

167 

■ 

■ 

■ 

Girard  (Dec) 

4,782,485 

553,860 

164,169 

■ 

■ 

369 

401 

Global  Marine  (Dec) 

936,800 

352,400 

703,772 

136 

■ 

n 

■ 

Golden  West  Financial  (Dec) 

5,541,347 

624,084 

161,327 

332 

ZUD 

356 

B  F  Goodrich  (Dec) 

2,702,878 

3,184,600 

393,046 

144 

50 

165 

112 

Goodyear  Tire  &  Rubber  (Dec) 

5,354,259 

9,152,905 

1,369,349 

■ 

342 

320 

340 

Gould  (Dec) 

1,597,800 

1,852,200 

795,563 

161 

76 

83 

64 

W  R  Grace  (Dec) 

5,021,500 

6,520,817 

2,182,229 

■ 

■ 

497 

W  W  Grainger  (Dec) 

471,924 

867,343 

527,398 

■ 

72 

a 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

1,308,983 

6,989,529 

144,898 

■ 

399 

424 

346 

Great  Northern  Nekoosa  (Dec) 

1,307,593 

1,493,030 

595,277 

63 

476 

■ 

■ 

Great  Western  Financial  (Dec) 

10,646,435 

1,173,973 

327,845 

215 

107 

371 

232 

2Greyhound  (Dec) 

3,811,588 

5,143,304 

698,678 

■ 

334 

■ 

■ 

Grumman  (Dec) 

1,073,320 

1,915,529 

287,990 

52 

61 

202 

87 

2Gulf  &  Western  Industries  (July) 

12,658,100 

7,378,757 

1,169,575 

33 

10 

17 

13 

Gulf  Oil  (Dec) 

20,429,000 

28,252,000 

6,554,245  1, 

258 

464 

359 

206 

Gulf  States  Utilities  (Dec) 

3,343,419 

1,221,714 

719,328 

■  Not  on  500  list. 

"Figures  include  unconsolidated  subsidiaries. 
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 Share  data:  1981  

11 

v  i,i  [  NCI 

NnmhPT  nf 

NUI.iiH  |  VJl 

V 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

0) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 



86 

45,271 

NYSE 

FPL 

4.25 

2.96 

29% 

Miami,  Fla 

11.6 

Marshall  McDonald 

77 

78,122 

NYSE 

FLR 

2.83 

0.80 

30 

Irvine,  Cal 

35.7 

I  Robert  Fluor 

(IS 

32,586 

NYSE 

FMC 

4.15 

1.60 

255/s 

Chicago,  111 

39.0 

Robert  H  Malott 

00 

120,332 

NYSE 

F 

-8.81 

1.20 

16% 

Dearborn,  Mich 

404.8 

Philip  Caldwell 

00 

15,953 

NYSE 

2.12 

36% 

San  Francisco,  Cal 

17.1 

Thomas  E  Drohan 

07 

26,925 

NYSE 

FHP 

3.08 

0.88 

40 '/2 

Green  Bay,  Wise 

3.8 

Paul  J  Schierl 

17 

34,302 

NYSE 

FWC 

1.87 

0.41 

14% 

Livingston,  NJ 

16.7 

Louis  E  Azzato 

34 

69,324 

NYSE 

FTX 

2.30 

0.59 

23% 

New  York,  NY 

5.2 

Paul  W  Douglas 

98 

12,277 

NYSE 

FTR 

1.74 

2.40 

18% 

Detroit,  Mich 

28.1 

Robert  D  Rowan 

■48 

53,045 

NYSE 

V I V  1 

1  1  7 

J.  L  f 

1.52 

36'/s 

Rochester,  NY 

25.0 

Allen  H  Neuharth 

51 

12,303 

NYSE 

GMT 

5.26 

2.40 

30'/2 

Chicago,  111 

10.2 

James  J  Glasser 

,12 

20,144 

NYSE 

GEC 

4.42 

0.48 

27% 

Washington,  DC 

4.4 

John  J  Byrne 

.27 

11,826 

NYSE 

GEL 

4.67 

1.12 

20% 

Eden  Prairie,  Minn 

7.9 

N  Bud  Grossman 

.38 

24,709 

NYSE 

GAO 

2.11 

0.43 

37 

Dallas,  Tex 

1.7 

William  P  Barnes 

'00 

53,613 

NYSE 

GD 

2  25 

0.72 

24'/2 

St  Louis,  Mo 

81.8 

David  S  Lewis 

100 

227,761 

NYSE 

GE 

7.26 

3.10 

57% 

Fairfield,  Conn 

404.0 

John  F  Welch  Jr 

.52 

49,443 

NYSE 

GF 

5.14 

2.20 

31% 

White  Plains,  NY 

53.0 

James  L  Ferguson 

i)00E 

30,825 

NYSE 

GRL 

3.01 

0.36 

44 

New  York,  NY 

26.6 

Frank  G  Hickey 

;oo 

49,884 

NYSE 

GIS 

3.90 

1.56 

357/s 

Minneapolis,  Minn 

68.6 

H  Brewster  Atwater  Jr 

.00 

303,627 

NYSE 

1  .u  / 

2.40 

38'/2 

Detroit,  Mich 

740.9 

Roger  B  Smith 

129 

61,264 

NYSE 

GPU 

0.33 

none 

6% 

Parsippany,  NJ 

11.8 

William  G  Kuhns 

100 

21,800 

NYSE 

GRN 

8.13 

1.76 

80% 

Greenwich,  Conn 

2.1 

Harold  J  Hudson  Jr 

151 

27,722 

NYSE 

GSX 

4.23 

1.48 

38% 

Stamford,  Conn 

26.3 

Nathan  R  Owen 

536 

165,700 

NYSE 

GTE 

4.32 

2.75 

32 

Stamford,  Conn 

202.5 

Theodore  F  Brophy 

i37 

23,556 

NYSE 

ry 

Vj  I 

4  51 

1.47 

21'/s 

Akron,  Ohio 

37.5 

Michael  G  O'Neil 

514 

27,767 

NYSE 

GPC 

2.80 

1.12 

31'/4 

Atlanta,  Ga 

11.6 

Wilton  D  Looney 

)00 

98,937 

NYSE 

GP 

1.51 

1.20 

20 '/s 

Portland,  Ore 

44.0 

Robert  E  Flowerree 

m 

14,290 

NYSE 

GSE 

4.06 

0.52 

43 '/s 

Houston,  Tex 

8.9 

John  D  Piatt 

575 

81,974 

NYSE 

GET 

10.42 

2.30 

64% 

Los  Angeles,  Cal 

18.2 

Sidney  R  Petersen 

4,918 

ASE 

ur  j  /\ 

3  41 
O.H  1 

1.18 

19'/2 

Washington,  DC 

14.3 

Israel  Cohen 



147 

13,969 

NYSE 

GFC 

-3.88 

none 

41/4 

Beverly  Hills,  Cal 

1.2 

Herbert  J  Young 

577 

7,098 

NASDAQ 

GSTX 

1.27 

none 

13 

Houston,  Tex 

0.6 

E  Michael  Lallinger 

115 

30,079 

NYSE 

GS 

4.11 

2.00 

33% 

Boston,  Mass 

33.2 

Colman  M  Mockler  Jr 

525 

5,661 

NASDAQ 

GIRA 

6.92 

2.18 

29 

Bala  Cynwyd,  Pa 

3.7 

William  B  Eagleson  Jr 

500 

30,766 

NYSE 

PT  M 

i.OI 

0.15 

22% 

Los  Angeles,  Cal 

2.4 

C  Russell  Luigs 

762 

20,486 

NYSE 

GDW 

-0.93 

0.30 

7% 

Oakland,  Cal 

1.3 

'Herbert  M  Sandler 

744 

17,665 

NYSE 

GR 

4.62 

1.56 

221/4 

Akron,  Ohio 

37.0 

John  D  Ong 

811 

72,071 

NYSE 

GT 

3.36 

1.30 

19 

Akron,  Ohio 

138.0 

Charles  J  Pilliod  Jr 

500 

35,163 

NYSE 

GLD 

2.68 

1.72 

22% 

Rolling  Meadows,  111 

28.0 

William  T  Ylvisaker 

700 

47,699 

NYSE 

GRA 

7  SR 

2.45 

45% 

New  York,  NY 

90.4 

J  Peter  Grace 

396 

14,206 

NYSE 

GWW 

3.95 

1.06 

37!/s 

Skokie,  111 

5.8 

David  W  Grainger 

934 

37,393 

NYSE 

GAP 

-1.35 

none 

3% 

Montvale,  NJ 

61.5 

James  Wood 

839 

16,198 

NYSE 

GNN 

5.85 

1.85 

36% 

Stamford,  Conn 

12.1 

Robert  Hellendale 

757 

22,610 

NYSE 

GWF 

-1.24 

0.88 

14>/2 

Beverly  Hills,  Cal 

2.3 

James  F  Montgomery 

161 

45,076 

NYSE 

G 

2.99 

1.20 

15  V4 

Phoenix,  Ariz 

50.2 

John  W  Teets 

281 

10,378 

NYSE 

GQ 

1.45 

1.40 

27% 

Bethpage,  NY 

28.2 

John  C  Bierwirth 

865 

73,674 

NYSE 

GW 

3.75 

0.75 

15% 

New  York,  NY 

122.0 

Charles  G  Bluhdorn 

000 

185,279 

NYSE 

GO 

6.37 

2.65 

35% 

Pittsburgh,  Pa 

58.7 

James  E  Lee 

161 

60,575 

NYSE 

GSU 

2.24 

1.48 

11% 

Beaumont,  Tex 

4.4 

Paul  W  Murrill 

are  data  adjusted  for  stock  splits  and  stock  dividends 

through  May  10,  1982. 

e  jointly  held  with  Marion  O  Sandler 

imate 

1AY  10,  1982 
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V 


 .  —  1  — — 1 

Where  they  rank:  1981  

Market  value 

Market            Net                                                                        Assets            Sales           of  common 
Assets             Sales              value            profits                          Company  (fiscal  year  end)               |$000)            ($000|  ($000) 

$ 
v. 

0 

284                  ■                  489               364                                      Gulf  United  (Dec)            3,043,833         1,041,943  486,185 
134                  55                  22                 26                                      Halliburton  (Dec)            5,579,595        8,508,133  6,147,518 
■                  420                  ■                  ■                              Hammermill  Paper  (Dec)               842,347         1,399,694  217,338 
92                  ■                    ■                  ■                                  Harris  Bankcorp  (Dec)             7,488,029           939,291  185,231 
a                  385                 182               311                                      Harris  Corp  (June)             1,313,804        1,551,514  1,286,678 

i7C 
- 

.   

■  478                  ■                 473                                             Harsco(Dec)               701,799        1,158,354  385,086 
317                  ■                    ■                  ■                                Hartford  National  (Dec)            2,825,698           282,118  63,858 
433                 168                 177               190                                          H J  Heinz  (Apr)            2,073,704        3,568,889  1,310,512 
116                 ■                   ■                 ■                Walter  E  Heller  International  (Dec)            6,256,699          943,081  229,537 

■  ■                 274              422                          Helmerich  &  Payne  (Sept)              546,420          287,564  936,464 

. 
■ 

449                 245                 267               230                                          Hercules  (Dec)             1,997,144        2,718,366  961,879 

■  404                 438               395                                   Hershey  Foods  (Dec)               806,800         1,451,151  564,084 

■  377                 349               366                                         Heublein  (June)             1,120,939         1,591,408  736,032 
323                 167                  33                 81                                 Hewlett-Packard  (Oct)            2,758,000        3,578,000  4,860,918 

■  ■                  251               280                                    Hilton  Hotels  (Dec)               816,470           585,223  1,012,890 

■ 

483                351                302              228                                   Holiday  Inns  (Dec)            1,815,365        1,765,110  853,160 

■  ■                  402                 ■                              Homestake  Mining  (Dec)               351,932           235,581  625,926 
188                101                 136               103                                      Honeywell  (Dec)            4,330,800        5,351,200  1,619,283 

■  410                  ■                  ■                                 George  A  Hormel  (Oct)               425,065         1,433,966  175,328 
298                 310                 116               285                    Hospital  Corp  of  America  (Dec)            2,958,156        2,063,637  1,788,227 

■ 

• 

\) 
i 

■- 

462                  ■                    ■                  ■                                    Hospital  Trust  (Dec)             1,925,367           231,806  60,360 
77                   63                 361                222                     Household  International  (Dec)            8,396,600        7,280,000  716,643 
153                 212                 172               137                             Houston  Industries  (Dec)            5,230,773        3,095,331  1,339,419 
411                 222                 119               116                          Houston  Natural  Gas  (July)            2,202,212        2,906,310  1,781,736 
439                352                  82               105                                   Hughes  Tool  (Dec)            2,044,933        1,759,105  2,208,320 

■ 

■                  433                 180               351                                           Humana  (Aug)             1,502,232         1,342,906  1,302,658 
270                  ■                    ■                  ■                        Huntington  Bancshares  (Dec)            3,195,065           373,199  136,026 
132                 407.                 380               408                              E  F  Hutton  Group  (Dec)            5,637,885         1,444,008  678,044 
220                 141                 465               234                                     IC  Industries  (Dec)            3,741,500        4,194,500  521,220 
329                 ■                 310              247                                  Illinois  Power  (Dec)            2,722,495          964,292  826,815 

■ 

: 

155                   ■                    ■                  ■                     Imperial  Corp  of  America  (Dec)            5,169,203           877,247  166,803 
354                  ■                    ■                  ■                                 Indiana  National  (Dec)            2,558,038           307,454  107,260 
190                  ■                    ■                  ■                              Industrial  National  (Dec)            4.223,448           507,623  162,728 
498                  □                    ■                  ■              Industrial  Valley  Bank  &  Trust  (Dec)             1,717,981           225,639  54,366 
■                    ■                  468                 ■                                          Inexco  Oil  (Dec)               785,112           238,738  517,650 

337                 182                 225               162                                   Ingersoll-Rand  (Dec)            2,678,075        3,377,564  1,100,394 
310                159                482              492                                    Inland  Steel  (Dec)            2,891,055        3,754,941  491,062 

■  ■                  257                 ■                                                  Intel  (Dec)               871,517           788,676  984,735 

■  248                382              269                                           Interco  (Feb)            1,538,950        2,673,769  670,619 
40                308                188              215                                      8InterFirst  (Dec)          17,318,000        2,069,900  1,234,530 

19                    9                    2                  3          International  Business  Machines  (Dec)           29,586,000       29,070,000       33,686,721  3 
■                    ■                  362               447        International  Flavors  &  Fragrances  (Dec)               430,890           451,088  713,213 
145                   69                  ■                  ■                         International  Harvester  (Oct)            5,346,122        7,040,920  232,966 
453                323                301               202     International  Minerals  &  Chemical  (June)            1,975,214        1,984,900  854,150 
135                 111                   99                 37                             International  Paper  (Dec)            5,544,300        4,983,400  1,940,678 

20                  15                 42                29                    international  Tel  &  Tel  (Dec)          28,975,186      23,196,824  3,873,450 
216                 163                 161                113                                        InterNorth  (Dec)            3,809,885        3,655,401  1,380,438 
38                 271                   m                 335                                       Irving  Bank  (Dec)           18,227,220        2,389,737  444,634 
■                  286                  ■                 468                                IU  International  (Dec)             1,440,534        2,275,640  278,314 

■  Not  on  500  list                                                2Figures  include  unconsolidated  subsidiaries. 

"Formerly  First  International  Bancshares 
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A  Summary  of  the  500's  Rankings 


 Share  data 

1  OR  1 

1  so  l  

ish 

^sh  A  TPS 

Market 

Number  of 

)W 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

00) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

[705 

26,824 

NYSE 

GHC 

2.99 

1.28 

18'/8 

Jacksonville,  Fla 

3.8 

E  Grant  Fitts 

647 

117,938 

NYSE 

HAL 

5.72 

1.30 

52>/s 

Dallas,  Tex 

112.1 

John  P  Harbin 

665 

7,832 

NYSE 

HML 

5.57 

1.72 

27% 

Erie,  Pa 

12.4 

Albert  F  Duval 

544 

6,586 

NYSE 

HBC 

4.38 

2.10 

28 '/8 

Chicago,  111 

3.8 

Charles  M  Bliss 

013 

31,287 

NYSE 

HRS 

3.37 

0.84 

41'/8 

Melbourne,  Fla 

25.0 

Joseph  A  Boyd 

091 

19,748 

NYSE 

HSC 

3.15 

1.08 

191/2 

Camp  Hill,  Pa 

15.8 

Jeffrey  J  Burdge 

490 

2,936 

NASDAQ 

HNAT 

5.67 

1.70 

21% 

Hartford,  Conn 

2.6 

Robert  L  Newell 

.715 

46,804 

NYSE 

HNZ 

3.63 

1.31 

28 

Pittsburgh,  Pa 

43.5 

Anthony  J  F  O'Reilly 

.921 

11,924 

NYSE 

HLR 

0.85 

1.30 

19>/4 

Chicago,  111 

4.9 

Franklin  A  Cole 

.434 

25,482 

NYSE 

HP 

2.95 

0.24 

36% 

Tulsa,  Okla 

1.6 

Walter  H  Helmerich  III 

,996 

42,514 

NYSE 

HPC 

3.09 

1.26 

225/s 

Wilmington,  Del 

22.9 

Alexander  F  Giacco 

.725 

15,669 

NYSE 

HSY 

5.61 

1.75 

36 

Hershey,  Pa 

12.4 

William  E  C  Dearden 

,906 

21,648 

NYSE 

HBL 

4.09 

1.82 

34 

Farmington,  Conn 

27.8 

Hicks  B  Waldron 

,000 

122,673 

NYSE 

HWP 

2.55 

0.22 

395/s 

Palo  Alto,  Cal 

60.5 

John  A  Young 

,427 

26,655 

NYSE 

HLT 

4.22 

1.65 

38 

Beverly  Hills,  Cal 

32.0 

Barron  Hilton 

,762 

30,470 

NYSE 

HIA 

3.66 

0.73 

28 

Memphis,  Tenn 

45.2 

Michael  D  Rose 

',137 

17,032 

NYSE 

HM 

1.69 

1.30 

36% 

San  Francisco,  Cal 

2.6 

Harry  M  Conger 

,200 

23,174 

NYSE 

HON 

11.25 

3.20 

69% 

Minneapolis,  Minn 

97.1 

Edson  W  Spencer 

,710 

9,607 

ASE 

HRL 

2.84 

0.92 

18'/4 

Austin,  Minn 

7.8 

Richard  L  Knowlton 

.93(1 

52,211 

NYSE 

HCA 

2.23 

0.32 

34'/4 

Nashville,  Tenn 

60.5 

Donald  S  MacNaughton 

,503 

2,012 

NASDAQ 

HTCO 

6.06 

2.27 

30 

Providence,  RI 

1.8 

Henry  S  Woodbridge  Jr 

,300 

46,993 

NYSE 

HFC 

2.66 

1.61 

15V4 

Prospect  Heights,  111 

87.5 

Gilbert  R  Ellis 

,694 

73,899 

NYSE 

HOU 

3.14 

1.99 

18'/8 

Houston,  Tex 

9.2 

Don  D  Jordan 

,652 

40,039 

NYSE 

HNG 

5.94 

1.45 

44Vi 

Houston,  Tex 

11.9 

M  D  Matthews 

,014 

55,036 

NYSE 

HT 

4.60 

0.65 

40 '/s 

Houston,  Tex 

17.3 

James  R  Lesch 

,226 

55,829 

NYSE 

HUM 

1.55 

0.40 

23% 

Louisville,  Ky 

39.8 

David  A  Jones 

1,022 

5,038 

NASDAQ 

HBAN 

5.24 

1.37 

27 

Columbus,  Ohio 

3.0 

Frank  Wobst 

,612 

17,275 

NYSE 

EFH 

4.31 

0.76 

39  lA 

New  York,  NY 

11.0 

Robert  M  Fomon 

),700 

14,892 

NYSE 

ICX 

6.65 

2.10 

35 

Chicago,  111 

58.5 

William  B  Johnson 

l),320 

40,088 

NYSE 

IPC 

2.84 

2.38 

20% 

Decatur,  111 

4.0 

Wendell  J  Kelley 

1,334 

14,196 

NYSE 

ICA 

-2.66 

0.60 

11% 

San  Diego,  Cal 

1.7 

G  Kenneth  Handley 

5,077 

4,960 

NASDAQ 

INAT 

4.07 

1.10 

21% 

Indianapolis,  Ind 

2.2 

Thomas  M  Miller 

1,260 

6,055 

NYSE 

INB 

5.30 

1.76 

26% 

Providence,  RI 

3.5 

John  J  Cummings  Jr 

5,757 

2,788 

NASDAQ 

IBKT 

2.99 

2.20 

19'/2 

Jenkintown,  Pa 

1.9 

Joseph  A  Gallagher 

5,849 

24,360 

NYSE 

INX 

1.32 

0.12 

21'/4 

Houston,  Tex 

0.8 

Erving  Wolf 

1,805 

19,476 

NYSE 

IR 

9.71 

3.40 

56Vi 

Woodcliff  Lake,  NJ 

47.4 

Thomas  A  Holmes 

5,048 

21,008 

NYSE 

IAD 

2.69 

2.00 

23% 

Chicago,  111 

35.1 

Frederick  G  Jaicks 

5,021 

43,766 

NASDAQ 

INTC 

0.61 

none 

22  Vi 

Santa  Clara,  Cal 

16.4 

Gordon  E  Moore 

3,984 

14,193 

NYSE 

ISS 

7.24 

2.82 

47'A 

St  Louis,  Mo 

55.0 

John  K  Riedy 

1,000 

45,936 

NYSE 

IFC 

3.21 

1.05 

26% 

Dallas,  Tex 

7.1 

Elvis  L  Mason 

3,000 

592,294 

NYSE 

IBM 

5.63 

3.44 

56% 

Armonk,  NY 

348.1 

John  R  Opel 

'3,337 

36,575 

NYSE 

IFF 

1.81 

0.94 

l9Vi 

New  York,  NY 

3.6 

Henry  G  Walter  Jr 

\7,670 

32,697 

NYSE 

HR 

-12.90 

0.30 

7% 

Chicago,  111 

76.4 

Archie  R  McCardell 

4,449 

26,383 

NYSE 

IGL 

5.63 

2.53 

32% 

Northbrook,  111 

10.6 

Richard  A  Lenon 

3,800 

49,602 

NYSE 

IP 

10.08 

2.40 

39 '/s 

New  York,  NY 

41.0 

Edwin  A  Gee 

8,340 

130,200 

NYSE 

ITT 

4.41 

2.60 

29% 

New  York,  NY 

336.0 

Rand  V  Araskog 

9,441 

44,174 

NYSE 

INI 

5.43 

1.96 

31'/4 

Omaha,  Neb 

10.8 

Sam  F  Segnar 

7,039 

8,697 

NYSE 

V 

11.02 

3.04 

51  Vs 

New  York,  NY 

9.5 

Gordon  T  Wallis 

7,816 

20,241 

NYSE 

IU 

2.77 

1.10 

13% 

Wilmington,  Del 

35.0 

John  Gilray  Christy 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May 

10.  1982. 

MAY  10,  1982 
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The  Dimensions  of  American  Business 


 Where  they 

rank:  1981  

 ■ 

Market  value 

Market 

Net 

Assets 

Sales 

of  common      N<  1 " 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

286 

■ 

445 

326 

Jefferson-Pilot  (Dec) 

3,027,909 

887,282 

554,089         l|  W 

■ 

109 

a 

317 

Jewel  Companies  (Jan) 

1,379,871 

5,107,614 

439,956  1 

232 

305 

m 

■ 

2Jim  Walter  (Aug) 

3,618,916 

2,121,462 

320,094 

214 

100 

15 

44 

Johnson  &  Johnson  (Dec) 

3,820,400 

5,399,000 

6,944,677         4  P 

■ 

488 

■ 

■ 

Johnson  Controls  (Sept) 

792,040 

1,128,386 

321,024 

a 

498 

377 

369 

Joy  Manufacturing  (Sept) 

842,811 

1,095,257 

686,175 

106 

20 

98 

133 

K  mart  (Jan) 

6,673,004 

16,527,012 

1,952,622  2 

213 

203 

388 

237 

Kaiser  Aluminum  &  Chemical  (Dec) 

3,835,900 

3,225,500 

656,848         1  8K 

■ 

■ 

464 

461 

Kaneb  Services  (Dec) 

866,826 

629,757 

523,256 

■ 

■ 

■ 

403 

Kansas  City  Power  &  Light  (Dec) 

1,617,781 

471,711 

302,786 

■ 

■ 

■ 

448 

Kansas  Gas  &  Electric  (Dec) 

1,300,495 

313,093 

290,167 

■ 

283 

127 

148 

Kellogg  (Dec) 

1,279,100 

2,321,300 

1,719,720  2 

218 

307 

■ 

400 

Kemper  (Dec) 

3,789,361 

2,076,144 

437,245 

248 

156 

100 

143 

Kerr-McGee  (Dec) 

3,414,904 

3,826,420 

1,938,380         2  Tf 

363 

■ 

■ 

■ 

Key  Banks  (Dec) 

2,500,250 

273,608 

100,143 

471 

230 

■ 

330 

Kidde  (Dec) 

1,876,911 

2,849,170 

451,701 

378 

225 

152 

150 

Kimberly-Clark  (Dec) 

2,413,800 

2,885,700 

1,448,473         2i  iJ 

■ 

458 

264 

323 

Knight-Ridder  Newspapers  (Dec) 

984,738 

1,237,093 

974,292         11  '; 

■ 

317 

494 

■ 

Koppers  (Dec) 

1,328,173 

2,018,562 

473,535 

379 

34 

351 

245 

Kroger  (Dec) 

2,405,290 

11,266,520 

727,818         l|  y 

■ 

392 

493 

418 

Lear  Siegler  (June) 

864,641 

1,530,699 

475,194 

■ 

229 

217 

180 

Levi  Strauss  (Nov) 

1,604,674 

2,851,245 

1,124,253  1' 

■ 

461 

■ 

■ 

Libbey-Owens-Ford  (Dec) 

892,986 

1,226,514 

257,959 

404 

■ 

■ 

Liberty  National  (Dec) 

2,266,441 

256,888 

122,170 

336 

■ 

480 

436 

Liberty  National  Insurance  Holding  (Dec) 

2,683,333 

585,212 

493,290  C 

308 

236 

39 

60 

Eli  Lilly  (Dec) 

2,902,262 

2,773,205 

4,254,880  3; 

237 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

3,545,914 

436,789 

73,625 

72 

21.7 

304 

238 

Lincoln  National  (Dec) 

9,047,291 

3,002,684 

850,484  i; 

225 

114 

80 

82 

Litton  Industries  (July) 

3,687,606 

4,942,835 

2,276,986  31 

429 

106 

437 

■ 

Lockheed  IDec) 

2,104,800 

5,175,800 

564,600  -31 

67 

130 

219 

98 

Loews  (Dec) 

9,914,071 

4,410,679 

1,117,662  It 

■ 

■ 

■ 

498 

Lone  Star  Industries  (Dec) 

1,178,192 

917,602 

308,875  3 

179 

368 

207 

110 

Long  Island  Lighting  (Dec) 

4,508,152 

1,664,832 

1,149,365  24 

■ 

455 

221 

219 

Louisiana  Land  &  Exploration  (Dec) 

1,549,300 

1,254,749 

1,115,780  14 

■ 

■ 

422 

■ 

Louisiana-Pacific  (Dec) 

1,210,930 

1,023,050 

597,550  2 

187 

58 

323 

56 

LTV  (Dec) 

4,332,700 

7,510,700 

789,095  4C 

■ 

■ 

271 

354 

Lubrizol  (Dec) 

673,165 

899,161 

948,718  9 

■ 

66 

387 

341 

Lucky  Stores  (Jan) 

1, 524, 444 

7,201,404 

658,941  9 

■ 

■ 

259 

■ 

M  /A-Com  (Sept) 

517,730 

514,668 

981,872  41 

■ 

249 

296 

265 

R  H  Macy  (July) 

1,479,467 

2,656,689 

869,995  11 

■ 

302 

■ 

■ 

Malone  &  Hyde  (June) 

405,156 

2,146,587 

189,150  1 

7 

59 

191 

107 

Manufacturers  Hanover  (Dec) 

59,108,519 

7,476,116 

1,230,416  25> 

154  % 

■ 

■ 

■ 

Manufacturers  National  (Dec) 

5,224,631 

626,917 

89,513 

399  * 

293 

■ 

476 

Manville  (Dec) 

2,297-,814 

2,186,005 

349,964  6 

■ 

294 

307 

336 

MAPCO  (Dec) 

1,612,754 

2,179,034 

839,626  9 

444 

■ 

■ 

■ 

Marine  (Dec) 

2,030,947 

235,777 

45,427  1 

36 

262 

■ 

390 

Marine  Midland  Banks  (Dec) 

18,682,474 

2,483,847 

435,640  8 

■ 

320 

273 

373 

Marriott  (Dec) 

1,454,876 

2,000,314 

938,454  8 

■ 

■ 

194 

261 

Marsh  &  McLennan  Companies  (Dec) 

993,269 

846,844 

1,221,264  121 

■  Not 

on  S00  list. 

^Figures  include  unconsolidated  subsidiaries 
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FORBES,  MAY 


A  Summary  of  the  500's  Rankings 


 Share 

data:  1981 — — 

ish 

Shares 

Market 

Number  of 

outstanding 

wnere 

Ticker 

Primary 

price 

Corporate 

employees 

00| 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 



398 

21  518 

NYSE 

IP 

4.60 

1.49 

25% 

Greensboro,  NC 

6.0 

W  Roger  Soles 

yoo 

1 1  616 

NYSE 

JWL 

8.03 

2.16 

37% 

f^niraen  Ti 

II  1  ^        !—    • ,  Lit 

37.1 

TTC31UU  I\  ^.111  IS  IU|JIICI  Still 

361 

16  521 

NYSE 

IWC 

1.09 

1.68 

19% 

Tamra  Fl 
1  - 1  •  1 1  j    ,  1 1 

23.5 

limpc  VV  Walter 

000 

1 87  069 

NYSE 

TNI 

2.51 

0.85 

3  7 '/a 

New  Brunswick  NJ 

77.1 

fames  t  Burke 

554 

13,103 

NYSE 

JCI 

3.43 

1.33 

24  Vi 

Milwaukee,  Wise 

19.3 

Fred  L  Brengel 

1  woo 

19  605 

NYSE 

}\J  I 

4.48 

1.37 

35 

Pi  r  frchiiroh  Pa 

13.7 

I  imps.  W  W  ib'  f\c  11 

ii  ooof 

123  976 

NYSE 

KM 

1.75 

0.95 

I53/4 

268.0 

RprnarH  M  F*  anKpr 

DCllldl  U  JV1  rdUUCI 

1.500 

43,072 

NYSE 

KLU 

3.08 

1.40 

15'/4 

Oakland,  Cal 

26.3 

Cornell  C  Maier 

577 

93  6^n 

NYSE 

KAB 

2.65 

0.93 

22  Vt 

HniiQtrin  Tpy 

5.8 

larnpc  R  Whatlpv 
(aini  i  x\   vv  iiaiscy 

,282 

13,763 

NYSE 

KLT 

4.83 

2.83 

22 

Kansas  City,  Mc 

2.9 

Arthur  I  Doyle 

029 

19  507 

NYSE 

KGE 

2.85 

2.06 

14% 

\A/ipnita  Kan 

1.6 

Wilson  K  (  aHman 

,900 

76,432 

NYSE 

K 

2.69 

1.43 

22  Vi 

Rattlp  Prpplf  Mirn 

20.3 

William  F  I  aMothe 

TV  llllalll   L>  LiiIItIULIIC 

,593 

13,351 

NASDAQ 

KEMC 

6.09 

1.60 

32% 

Long  Grove,  111 

13.0 

Joseph  £  Luecke 

,767 

51,863 

NYSE 

KMG 

4.07 

0.98 

373/s 

Oklahoma  City,  Okla 

1 1.2 

Dean  A  McGee 

,884 

7,418 

NASDAQ 

KEYB 

2.78 

1.24 

13»/2 

Albany,  NY 

2.9 

Victor  f  Riley  Jr 

,570 

19,428 

NYSE 

KDE 

4.87 

1.03 

231/4 

Clifton,  N( 

51.5 

Fred  R  Sullivan 

300 

22  030 

NYSE 

KMB 

9.12 

3.50 

65% 

Mppnan  Wfisr 
.  x  l  v-  j  1 0 1 1 ,  lav. 

31.3 

Darwin  F"  Smith 

454 

39  908 

NYSE 

KRN 

3.09 

0.83 

30y4 

M 1  am  1   F 1  a 

.  »  1 1 0 J  1  1  1      1  Id 

19.0 

Alvah  H  Chanman  Sr 

910 

27  855 

NYSE 

KOP 

1.58 

1.40 

17 

Pitt^nnrf n  Pa 

1  1  1  t  ^1  'Ul  Ul  l,    1  tl 

20.1 

Flpf chpr  I  Rvrntn 

I  K  IVIKl    L_    L#  >  1  W  1 1  1 

^317 

27,993 

NYSE 

KR 

4.51 

1.57 

26 

Cincinnati,  Ohio 

126.0 

Lyle  Everingham 

,220 

16,386 

NYSE 

LSI 

4.71 

1.36 

29 

Santa  Ivlonica  Cal 

24.0 

Robert  T  Campion 

|;,896 

41,257 

NYSE 

LVI 

4.15 

1.54 

271/4 

San  Francisco  Cal 

48.0 

Robert  T  Grohman 

!  ,935 

1 1,095 

NYSE 

LOF 

0.63 

1.20 

231/4 

Toledo  Ohio 

17.6 

Don  X  McKonc 

|  790 

5,144 

NASDAQ 

LIBN 

3.45 

0.97 

23% 

Oklahoma  Citv  OUa 

\— ' IV lcil IU1  lid  v    1  1  v  .   v  '  rv  1  ii 

1.1 

Inbn  W  Mi  l  pan 

JUUll    TV  J'lVLitAll 

1,202 

18,792 

NYSE 

LNH 

3.71 

1.40 

26'/4 

Birmingham,  Ala 

5.7 

Frank  P  Samford  |r 

1,476 

75,980 

NYSE 

LLY 

4.93 

2.30 

56 

InniananoliQ  Tnn 

UlUldlldLfV^llO,  lllvJ 

28.4 

Richard  D  Wood 

IXlVlldlU    LJ     11  UUU 

.,416 

3,309 

NASDAQ 

LFBK 

4.84 

2.00 

22 1/4 

Rochester  NY 

3.3 

Alexander  D  Hargrave 

860 

20  935 

NYSE 

LNC 

6.12 

3.00 

40% 

Fnrf  Wavnp  TnH 

1  '  '1  l    VV  il  V  1  IL  ,    1  1  i'.l 

13.6 

Ian  M  Rolland 

)  824 

40  390 

NYSE 

LIT 

7.61 

1.27 

563/s 

Reverlv  Hills  Cal 

ill.  'Uli    1  llllo,  tudl 

77.0 

Fred  W  O'Cireen 

1  IvU    V  V    \J  VJItVll 

>3,200 

12,077 

NYSE 

LK 

-19.43 

none 

46% 

Burbank,  Cal 

73.0 

Roy  A  Anderson 

;5, 133 

12,558 

NYSE 

LTR 

20.66 

1.20 

89 

New  York  NY 

28.8 

T  anrpnpp  A  Tis,rh 

LialllvllVt  iV  1 

5,426 

1 1,181 

NYSE 

LCE 

4.52 

1.85 

27% 

Crppnwirh  Pnnii 

VJl  LtlJYV  IL  11,  V.l'llll 

9.7 

lamp^  F  Stpwart 

|OlllV3   Li     'It  "Oil 

7,450 

81,371 

NYSE 

LIL 

2.55 

1.90 

14% 

Mineola  NY 

5.7 

Charles  R  Pierce 

1,862 

37,984 

NYSE 

LLX 

3.82 

1.80 

29% 

Mpw  Orlpan**  T  a 

3.1 

John  G  Phillips 

*,960 

31,766 

NYSE 

LPX 

0.83 

0.75 

18% 

Portland,  Ore 

14.8 

Harry  A  Merlo 

i,000 

48,189 

NYSE 

LTV 

8.38 

none 

16% 

Dallas  Tex 

53.5 

W  Paul  Thayer 

1,195 

39,946 

NYSE 

LZ 

2.36 

1.08 

23% 

Wickliffe  Ohio 

»  V  1*_  I\  1  1 1  1  ^  ,    V_7 1 1 1 W 

4.2 

Lester  E  Coleman 

3,320 

50  905 

NYSE 

LKS 

1.88 

1.12 

13!/8 

Dublin  Cal 

66.0 

S  Hnnlpv  Ritrhpv 

3,405 

38  886 

NYSE 

MAI 

1.05 

0.12 

251/4 

Ri  1  rl  1  n  crfnn    ^A  ace 

UUl  1  1  1  1  U,  L  1  '  1  1  .    .  >  1  ■  1  33 

7.5 

Dr  I  au  rpnrp  OonlH 

1 J  1  LianlCllvC  vTUUiu 

9,517 

32,830 

NYSE 

MZ 

3.68 

0.85 

26Vi 

New  York,  NY 

45.5 

Edward  S  Finkelstein 

4,338 

7,760 

NYSE 

MHI 

2.33 

1.31 

24% 

Memphis,  Tenn 

11.3 

Joseph  R  Hyde  III 

9,722 

34,538 

NYSE 

MHC 

7.48 

2.72 

35% 

New  York,  NY 

25.6 

John  F  McGillicuddy 

4,970 

5,115 

NASDAQ 

MNTL 

1.26 

2.20 

UVi 

Detroit,  Mich 

3.9 

Dean  E  Richardson 

7,670 

23,527 

NYSE 

MAN 

1.53 

1.92 

14% 

Denver,  Colo 

27.0 

John  A  McKinney 

4,389 

27,642 

NYSE 

MDA 

3.51 

1.80 

30% 

Tulsa,  Okla 

6.2 

Willis  H  Thompson  Jr 

7,396 

1,883 

NASDAQ 

MCRP 

5.60 

1.90 

24W 

Milwaukee,  Wise 

2.2 

George  R  Slater 

2,310 

19,149 

NYSE 

MM 

4.24 

1.01 

22% 

Buffalo,  NY 

10.6 

Edward  W  Duffy 

6,641 

26,159 

NYSE 

MHS 

3.21 

0.24 

35% 

Bethesda,  Md 

74.6 

J  Willard  Marriott  Jr 

0,578 

37,008 

NYSE 

MMC 

3.27 

2.00 

33 

New  York,  NY 

19.1 

John  M  Regan  Jr 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10,  19K2 
istimate. 
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The  Dimensions  of  American  Business 


Where  they  rank:  1981 

Market  value  t 

Market 

Net 

Sales 

nt  nimmiin          M  H 
Ul  t_wlllllMJil           11  * 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  endl 

($0001 

($000] 

($000)  ( 

343 

■ 

Marshall  &  Ilsley  (Dec) 

2,627,649 

301,534 

86,460 

■ 

■ 

Marshall  Field  (fan) 

680,758 

1,193,961 

154,028 

357 

197 

179 

155 

Martin  Marietta  (Dec) 

2,545,870 

3,294,087 

1,305,072 

180 

■ 

■ 

■ 

Maryland  National  (Dec) 

4,500,650 

516,709 

167,187 

■ 

■ 

275 

368 

Masco  (Dec) 

940,013 

876,530 

931,475  tu 

■ 

484 

■ 

Mattel  (Ian) 

647,434 

1,134,252 

181,841 

381 

1  7Q 

353 

249 

May  Department  Stores  (Ian) 

2,387,583 

3,413,204 

726,100 

358 

405 

258 

362 

2MCA  (Dec) 

2,542,729 

1,451,027 

984,601  |S 

212 

166 

156 

304 

McDermott  (Mar) 

3,899,980 

3,599,643 

1,409,002 

309 

263 

66 

97 

McDonald's  (Dec) 

2,899,322 

2,477,229 

2,629,775  M 

186 

60 

210 

171 

McDonnell  Douglas  (Dec) 

4,364,154 

7,384,956 

1,145,792 

489 

269 

417 

378 

McGraw-Edison  (Dec) 

1,761,400 

2,428,500 

600,732 

■ 

493 

183 

332 

McGraw-Hill  (Dec) 

879,387 

1,1 10,125 

1,286,660 

■ 

■ 

134 

■ 

MCI  Communications  (Mar) 

466,892 

234,204 

1,627,818 

415 

223 

415 

303 

Mead  (Dec) 

2,193,299 

2,899,722 

604,348 

■ 

416 

■ 

Medtronic  (Apr) 

313,197 

313,560 

601,567 

37 

289 

356 

272 

Mellon  National  (Dec) 

18,447,860 

2,246,374 

722,211 

■ 

240 

262 

231 

Melville  (Dec) 

1,134,254 

2,760,842 

978,103 

156 

■ 

■ 

■ 

Mercantile  Bancorporation  (Dec) 

5,137,847 

574,692 

158,112 

■ 

452 

■ 

487 

Mercantile  Stores  (Ian) 

711,370 

1,269,491 

329,439 

104 

454 

464 

Mercantile  Texas  (Dec) 

6,870,165 

832,658 

533,725 

477 

■ 

Merchants  National  (Dec) 

1,849,164 

266,866 

38,464 

261 

220 

20 

57 

Merck  (Dec) 

3,310,000 

2,929,455 

6,273,110 

39 

150 

185 

154 

Merrill  Lynch  (Dec) 

17,682,251 

4,038,182 

1,281,772 

434 

■ 

167 

276 

Mesa  Petroleum  (Dec) 

2,069,355 

366,464 

1,360,928 

■ 

■ 

398 

478 

Metromedia  (Dec) 

675,251 

461,781 

635,360 

118 

■ 

Michigan  National  (Dec) 

6,228,956 

758,622 

211,480 

360 

233 

316 

299 

Midcon  (Sept) 

2,515,118 

2,809,482 

808,555 

78 

237 

140 

92 

Middle  South  Utilities  (Dec) 

8,318,556 

2,771,788 

1,562,811 

200 

■ 

■ 

■ 

Midlantic  Banks  (Dec) 

4,076,873 

424,289 

99,563 

142 

77 

19 

27 

Minnesota  Mining  &  Manufacturing  (Dec) 

5,422,410 

6,507,695 

6,401,952 

285 

256 

186 

161 

Missouri  Pacific  (Dec) 

3,037,772 

2,523,770 

1,276,002 

■ 

■ 

252 

275 

Mitchell  Energy  &  Development  (Jan) 

1,699,833 

1,064,844 

1,012,078 

14 

2 

11 

4 

Mobil  (Dec) 

34,776,000 

64,488,000 

10,263,837  21 

122 

73 

62 

50 

Monsanto  (Dec) 

6,069,200 

6,947,700 

2,767,694 

■ 

469 

Montana  Power  (Dec) 

1,200,057 

490,239 

351,696 

445 

g 

■ 

9Moore  Financial  Group  (Dec) 

2,016,555 

234,219 

144,478 

8 

74 

87 

69 

I  P  Morgan  (Dec) 

53,521,905 

6,778,420 

2,095,283 

■ 

311 

■ 

■ 

Morrison-Knudsen  (Dec) 

787,053 

2,058,331 

255,071 

■ 

■ 

498 

■ 

Morton-Norwich  (lune) 

696,511 

957,584 

462,769 

380 

191 

111 

174 

Motorola  (Dec) 

2,399,399 

3,335,868 

1,822,937 

322 

266 

211 

193 

Murphy  Oil  (Dec) 

2,776,881 

2,446,823 

1,137,412 

247 

87~ 

97 

96 

Nabisco  Brands  (Dec) 

3,429,200 

5,819,200 

1,963,925 

■ 

■ 

256 

391 

Nalco  Chemical  (Dec) 

466,175 

666,591 

993,895 

■ 

390 

■ 

■ 

National  Can  (Dec) 

771,172 

1,533,960 

195,033 

423 

■ 

■ 

■ 

National  Central  Financial  (Dec) 

2,165,954 

273,536 

90,540 

143 

■ 

■ 

■ 

National  City  (Dec) 

5,387,906 

620,202 

236,888 

500 

360 

332 

229 

National  Distillers  &  Chemical  (Dec) 

1,706,290 

1,703,177 

770,804 

■ 

■ 

319 

■ 

National  Medical  Enterprises  (May) 

867,497 

892,407 

797,513 

■  Not  on  500  list. 

2Figures  include  unconsolidated  subsidiaries. 

'Formerly  Idaho  First  National  Bank. 
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A  Summary  of  the  500's  Rankings 


 Share  data:  1981  

h  Shares  Market  Number  of 


V 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

0) 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

-   

88 

4,323 

NASDAQ 

MRIS 

4.65 

1.69 

20 

Milwaukee,  Wise 

2.6 

John  A  Puelicher 

34 

10,809 

NYSE 

MF 

1.86 

1.24 

UVa 

Chicago,  111 

18.7 

Angelo  R  Arena 

51 

36,252 

NYSE 

ML 

5.39 

1.80 

36 

Bethesda,  Md 

37.9 

}  Donald  Rauth 

39 

7,269 

NASDAQ 

MDNT 

4.92 

1.08 

23 

Baltimore,  Md 

4.7 

Robert  D  H  Harvey 

■34 

25,175 

NYSE 

MAS 

3.46 

0.72 

37 

Taylor,  Mich 

9.7 

Richard  A  Manoogian 



.98 

16,531 

NYSE 

MAT 

1.68 

0.30 

11 

Hawthorne,  Cal 

16.3 

Arthur  S  Spear 

16 

29,044 

NYSE 

MA 

4.31 

1.66 

25 

St  Louis,  Mo 

67.0 

David  C  Farrell 

.58 

23,797 

NYSE 

MCA 

3.77 

1.50 

41% 

Universal  City,  Cal 

17.5 

Lew  R  Wasserman 

■92 

37,079 

NYSE 

MDE 

2.08 

1.55 

38 

New  Orleans,  La 

58.5 

James  E  Cunningham 

42 

40,226 

NYSE 

MCD 

6.54 

0.95 

65% 

Oak  Brook,  111 

126.9 

Fred  L  Turner 

.00 

38,514 

NYSE 

MD 

4.44 

1.02 

29% 

St  Louis,  Mo 

78.4 

Sanford  N  McDonnell 

;oo 

16,687 

NYSE 

MGR 

5.11 

1.80 

36 

Rolling  Meadows,  111 

35.3 

Edward  I  Williams 

U7 

24,863 

NYSE 

MHP 

3.94 

1.68 

51% 

New  York,  NY 

14.2 

Harold  W  McGraw  Jr 

>88 

47,877 

NASDAQ 

MCIC 

0.18 

none 

34 

Washington,  DC 

1.7 

William  G  McGowan 

>00 

26,276 

NYSE 

MEA 

4.00 

1.93 

23 

Dayton,  Ohio 

24.4 

Burnell  R  Roberts 

.26 

15,676 

NYSE 

MDT 

2.70 

0.52 

38% 

Minneapolis,  Minn 

4.6 

Dale  R  Olseth 

)74 

19,652 

NYSE 

MEL 

5.88 

2.09 

36% 

Pittsburgh,  Pa 

7.2 

|  David  Barnes 

>09 

25,910 

NYSE 

MES 

5.26 

1.80 

37% 

Harrison,  NY 

53.9 

Francis  C  Rooney  Jr 

109 

5,856 

NASDAQ 

MTRC 

7.21 

2.48 

27 

St  Louis,  Mo 

3.4 

Donald  E  Lasater 

!34 

5,896 

NYSE 

MST 

9.82 

1.69 

55% 

New  York,  NY 

18.5 

Leon  F  Winbigler 

?61 

17,717 

NYSE 

MTD 

3.67 

1.00 

30V* 

Dallas,  Tex 

4.1 

Gene  H  Bishop 

105 

2,167 

NASDAQ 

MCHN 

0.26 

1.40 

17% 

Indianapolis,  Ind 

1.6 

Otto  N  Frenzel  III 

132 

74,019 

NYSE 

MRK 

5.36 

2.60 

84% 

Rahway,  Nf 

32.0 

John  J  Horan 

530 

38,695 

NYSE 

MER 

5.14 

1.20 

33'/s 

New  York,  NY 

34.1 

Roger  E  Birk 

397 

66,794 

NYSE 

MSA 

1.54 

0.12 

20% 

Amarillo,  Tex 

0.8 

Thomas  B  Pickens  Jr 

S69 

3,971 

NYSE 

MET 

14.38 

4.00 

160 

Secaucus,  NJ 

3.7 

John  W  Kluge 

279 

10,574 

NASDAQ 

MNCO 

3.51 

1.14 

20 

Bloomfield  Hills,  Mich 

7.1 

Stanford  C  Stoddard 

840 

29,402 

NYSE 

MCN 

3.74 

2.08 

27'/2 

Chicago,  111 

4.5 

Orval  C  Davis 

285 

123,787 

NYSE 

MSU 

2.44 

1.62 

12% 

New  Orleans,  La 

12.8 

Floyd  W  Lewis 

240 

4,425 

NASDAQ 

MIDL 

6.48 

1.70 

22  Vi 

Edison,  NJ 

3.6 

Robert  Van  Buren 

715 

117,467 

NYSE 

MMM 

5.74 

3.00 

54'/2 

St  Paul,  Minn 

89.2 

Lewis  W  Lehr 

186 

15,561 

NYSE 

MIS 

12.49 

3.65 

82 

St  Louis,  Mo 

21.7 

Downing  B  Jenks 

681 

47,909 

ASE 

MND 

2.41 

0.22 

21!/s 

The  Woodlands,  Tex 

3.5 

George  P  Mitchell 

000 

425,444 

NYSE 

MOB 

5.72 

2.00 

24  Vs 

New  York,  NY 

209.6 

Rawleigh  Warner  Jr 

100 

39,468 

NYSE 

MTC 

11.50 

3.75 

70'/g 

St  Louis,  Mo 

59.6 

John  W  Hanley 

636 

13,792 

NYSE 

MTP 

4.04 

2.27 

25  Vi 

Butte,  Mont 

2.5 

Joseph  A  McElwain 

820 

6,148 

NASDAQ 

MFGI 

3.30 

1.07 

23  Vi 

Boise,  Ida 

2.2 

Thomas  C  Frye 

000 

38,982 

NYSE 

JPM 

8.44 

3.10 

53% 

New  York,  NY 

11.7 

Lewis  T  Preston 

851 

9,717 

NYSE 

MRN 

3.66 

1.06 

■  26'/4 

Boise,  Ida 

27.5 

William  H  McMurren 

922 

13,561 

NYSE 

MNP 

3.90 

1.52 

34'/s 

Chicago,  111 

10.8 

Charles  S  Locke 

380 

31,566 

NYSE 

MOT 

5.56 

1.60 

57% 

Schaumburg,  111 

73.9 

Robert  W  Galvin 

676 

36,989 

NYSE 

MUR 

4.39 

0.75 

30% 

El  Dorado,  Ark 

4.7 

Charles  H  Murphy  Jr 

200 

63,098 

NYSE 

NB 

4.21 

1.85 

31V8 

New  York,  NY 

60.0 

Robert  M  Schaeberle 

625 

19,779 

NYSE 

NLC 

4.04 

2.00 

50'/4 

Oak  Brook,  111 

4.5 

Orell  T  Collins 

362 

9,178 

NYSE 

NAC 

2.38 

0.97 

21% 

Chicago,  111 

12.0 

Frank  W  Considine 

762 

4,527 

NASDAQ 

NCFC 

3.81 

1.52 

20 

Lancaster,  Pa 

1.7 

Wilson  D  McElhinny 

857 

7,831 

NASDAQ 

NCTY 

5.11 

2.75 

30% 

Cleveland,  Ohio 

3.4 

Julien  L  McCall 

,150 

32,285 

NYSE 

DR 

3.97 

2.20 

237/s 

New  York,  NY 

13.0 

Drummond  C  Bell 

,900 

45,900 

NYSE 

NME 

1.24 

0.36 

17% 

Los  Angeles,  Cal 

26.8 

Richard  K  Earner 

lare  data  adjusted  for  stock  splits  and 

stock  dividends  through  May  10,  19K2. 
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The  Dimensions  of  American  Business 


 Where  they  rank:  1981  

r 

Market  value  jsi 

Market 

Net 

Assets 

Sales 

of  common  k 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

|$000) 

($000) 

($000)        :  KO 

■ 

494 

■ 

■ 

National  Semiconductor  (May] 

753,742 

1,110,053 

439,837  M 

66 

123 

■ 

374 

2National  Steel  (Dec) 

10,107,878 

4,562,272 

433,663  b 

245 

■ 

■ 

■ 

Nationwide  (Dec) 

3,447,100 

686,272 

321,375 

348 

388 

187 

121 

Natomas  Company  (Dec) 

2,611,475 

1,537,492 

1,245,624  ,,66 

57 

424 

■ 

451 

NBD  Bancorp  (Dec) 

12,144,873 

1,380,299 

294,336  k 

87 

■ 

■ 

■ 

NCNB  (Dec) 

7,724,381 

978,758 

324,974  ;;■ 

255 

176 

206 

146 

NCR  (Dec) 

3,386,534 

3,432,701 

1,160,818  1 

400 

446 

439 

358 

New  England  Electric  System  (Dec) 

2,292,085 

1,282,101 

563,236  m 

182 

■ 

■ 

■ 

New  England  Merchants  (Dec) 

4,442,563 

601,281 

151,317 

426 

■ 

484 

302 

New  York  State  Electric  &  Gas  (Dec) 

2,128,298 

767,539 

489,375  b 

■ 

■ 

492 

■ 

New  York  Times  (Dec) 

598,865 

845,212 

481,173  1,; 

460 

■ 

1  205 

392 

Newmont  Mining  (Dec) 

1,932,826 

903,096 

1,165,583  :j 

191 

300 

239 

131 

Niagara  Mohawk  Power  (Dec) 

4, 1 75,932 

2,150,718 

1,039,166  H 

366 

306 

354 

256 

NICOR  (Dec) 

2,482,295 

2,115,100 

722,769  [4 

■ 

■ 

452 

■ 

A  C  Nielsen  (Aug) 

403,266 

578,676 

540,251  lj 

■ 

■ 

478 

■ 

NIKE  (May) 

230,289 

457,742 

495,251  | 

398 

265 

65 

79 

NL  Industries  (Dec) 

2,298,470 

2,463,828 

2,641,586 

175 

■ 

324 

252 

NLT  IDec) 

4,619,095 

823,164 

788,265 

■ 

■ 

346 

396 

Noble  Affiliates  (Dec) 

636,185 

380,196 

745,878 

271 

347 

128 

88 

Norfolk  &  Western  Railway  System  (Dec) 

3,191,510 

1,801,655 

1,699,684 

353 

■ 

■ 

■ 

'"Norstar  Bancorp  (Dec) 

2,561,756 

248,261 

168,392 

475 

216 

455 

'  310 

North  American  Philips  (Dec) 

1,854,088 

3,030,044 

533,559 

209 

369 

358 

343 

Northeast  Utilities  (Dec) 

3,950,597 

1,655,057 

720,893 

459 

■ 

■ 

■ 

Northern  California  Savings  &  Loan  (Dec) 

1,933,775 

208,020 

38,535 

300 

384 

442 

399 

Northern  Indiana  Public  Service  (Dec) 

2,943,151 

1,556,255 

556,677 

313 

447 

366 

246 

Northern  States  Power  (Dec) 

2,860,076 

1,280,889 

707,683 

117 

■ 

■ 

■ 

Northern  Trust  (Dec) 

6,237,616 

848,938 

177,870 

■ 

321 

328 

■ 

Northrop  (Dec) 

1,257,400 

1,990,700 

781,592 

■ 

341 

428 

■ 

Northwest  Airlines  (Dec) 

1,492,381 

1,854,290 

584,847 

44 

337 

400 

325 

Northwest  Bancorporation  (Dec) 

15,141,380 

1,903,937 

628,900 

■ 

421 

■ 

434 

Northwest  Energy  (Dec) 

1,537,952 

1,398,809 

339,052 

364 

210 

117 

53 

Northwest  Industries  (Dec) 

2,489,800 

3,121,600 

1,783,210 

450 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

1,996,741 

246,780 

75,387 

a 

438 

363 

344 

Norton  (Dec) 

1,018,968 

1,334,626 

712,856 

382 

209 

413 

312 

Norton  Simon  (June) 

2,382,485 

3,144,176 

608,974 

■ 

■ 

463 

■ 

Oak  Industries  (Dec) 

609,319 

507,119 

523,998 

82 

25 

79 

23 

Occidental  Petroleum  (Dec) 

8,074,543 

14,707,543 

2,284,248 

■ 

282 

■ 

452 

Ogden  (Dec) 

1,646,216 

2,324,289 

351,355 

■ 

■ 

483 

413 

Ohio  Casualty  (Dec) 

1,464,505 

884,844 

489,728 

181 

448 

278 

166 

Ohio  Edison  (Dec) 

4,456,130 

1,279,649 

914,609 

482 

■ 

486 

404 

Oklahoma  Gas  &  Electric  (Dec) 

1,819,898 

826,117 

488,810 

407 

■ 

■ 

■ 

Old  Kent  Financial  (Dec) 

2,237,060 

270,824 

85,445 

465 

* 

■ 

■ 

Old  Stone  (Dec) 

1,902,875 

206,922 

42,294  . 

■ 

319 

435 

353 

Olin  (Dec) 

1,618,034 

2,001,346 

567,144 

■ 

a 

■ 

365 

Overseas  Shipholding  Group  (Dec) 

1,154,158 

362,817 

<  i  n  a  r\  a 

419,494 

■ 

273 

374 

■ 

Owens-Corning  Fiberglas  (Dec) 

1,601,929 

2,375,059 

689,715 

280 

153 

298 

201 

Owens-Illinois  (Dec) 

3,072,241 

3,977,900 

867,598 

■ 

358 

384 

376 

PACCAR  (Dec) 

848,014 

1,735,426 

667,731 

55 

82 

63 

34 

Pacific  Gas  &  Electric  (Dec) 

12,366,659 

6,194,575 

2,720,592 

■  Not  on  500  list. 

JFigures  include  unconsolidated  .subsidiaries. 

'"Formerly  United  Bank  Corp  of  New  York 

280 


FORBES,  Mi 


A  Summary  of  the  500's  Rankings 

■J         '  '  :  ,  I  ;  :  


 Share 

data:  1981  

isn 

Shares 

Market 

Number  of 

outstanding 

Where 

Ticker 

I  1 1 1 l  ki  l  y 

employees 

1 100] 

(000) 

traded 

symbol 

earnings 

Dividends 

pec.  31) 

headquarters 

(000) 

Chief  executive 

,162 

22,998 

NYSE 

NSM 

2.37 

none 

191/8 

Santa  Clara,  Cal 

38.0 

Charles  E  Sporck 

,092 

18,753 

NYSE 

NS 

4.59 

2.00 

23% 

Pittsburgh,  Pa 

33.0 

Howard  M  Love 

,562 

10,284 

NASDAQ 

NWDCA 

3.44 

0.70 

31'/4 

Columbus,  Ohio 

2.0 

John  E  Fisher 

,665 

51,901 

NYSE 

NOM 

4.29 

1.20 

24 

San  Francisco,  Cal 

4.8 

Dorman  L  Commons 

,505 

12,264 

NYSE 

NBD 

5.31 

2.02 

24 

Detroit,  Mich 

6.6 

Robert  M  Surdam 

,174 

21,847 

NYSE 

NCB 

2.66 

0.82 

147/s 

Charlotte,  NC 

4.9 

Thomas  I  Storrs 

,108 

26,609 

NYSE 

NCR 

7.72 

2.15 

43% 

Dayton,  Ohio 

66.5 

William  S  Anderson 

,988 

22,757 

NYSE 

NES 

4.05 

2.58 

24% 

Westborough,  Mass 

5.2 

Guy  W  Nichols 

,653 

4,386 

NASDAQ 

NEBK 

7.51 

2.10 

34  Vi 

Boston,  Mass 

3.8 

Roderick  M  MacDougall 

,872 

32,625 

NYSE 

NGE 

2.95 

1.94 

15 

Binghamton,  NY 

4.3 

Charles  F  Kennedy 

,477 

12,498 

ASE 

NYT  A 

4.03 

1.05 

38  Vi 

New  York,  NY 

7.2 

Arthur  O  Sulzberger 

.,153 

27,028 

NYSE 

NEM 

3.06 

2.55 

43  Vs 

New  York,  NY 

12.5 

Plato  Malozemoff 

,450 

83,973 

NYSE 

NMK 

2.35 

1.61 

12% 

Syracuse,  NY 

9.8 

(ohn  G  Haehl  Jr 

,,416 

21,656 

NYSE 

GAS 

5.51 

2.80 

33% 

Naperville,  111 

5.2 

Clarence  J  Gauthier 

,168 

11,226 

NASDAQ 

NIELA 

3.21 

1.02 

48  Vi 

Northbrook,  111 

19.9 

Arthur  C  Nielsen  Jr 

',860 

17,531 

NASDAQ 

NIKEB 

1.52 

none 

28  Vi 

Beaverton,  Ore 

2.5 

Philip  H  Knight 

l>,388 

66,455 

NYSE 

NL 

4.69 

0.83 

39% 

New  York,  NY 

20.9 

Theodore  C  Rogers 

',295 

34,649 

NYSE 

NLT 

3.59 

1.32 

22% 

Nashville,  Tenn 

13.4 

Walter  M  Robinson  Jr 

',291 

44,530 

NYSE 

NBL 

1.81 

0.10 

16% 

Ardmore,  Okla 

2.0 

Roy  Butler 

J.630 

32,765 

NYSE 

NFK 

8.94 

2.60 

51% 

Roanoke,  Va 

22.1 

Robert  B  Claytor 

',950 

6,944 

NYSE 

NOR 

4.55 

1.95 

24  Vi 

Albany,  NY 

2.6 

Peter  D  Kiernan 

^,567 

13,681 

NYSE 

NPH 

7.67 

1.70 

39 

New  York,  NY 

46.2 

Cees  Bruynes 

f,183 

79,002 

NYSE 

NU 

1.29 

1.18 

9% 

Berlin,  Conn 

7.9 

Lelan  F  Sillin  |r 

3,100 

5,138 

NYSE 

NCX 

-3.00 

0.18 

7Vi 

Palo  Alto,  Cal 

0.8 

Firmin  A  Gryp 

i">,009 

50,607 

NYSE 

NI 

1.37 

1.50 

11 

Hammond,  Ind 

6.4 

Edmund  A  Schroer 

3,189 

29,334 

NYSE 

NSP 

3.89 

2.49 

241/8 

Minneapolis,  Minn 

7.3 

Donald  W  McCarthy 

5,536 

4,840 

NASDAQ 

NTRS 

7.31 

2.44 

36% 

Chicago,  111 

3.8 

Philip  W  K  Sweet  Jr 

1,400 

14,923 

NYSE 

NOC 

3.31 

1.80 

52% 

Los  Angeles,  Cal 

30.8 

Thomas  V  Jones 

i?,863 

21,661 

NYSE 

NWA 

0.48 

0.80 

27 

St  Paul,  Minn 

12.9 

M  Joseph  Lapensky 

1,256 

26,480 

NYSE 

NOB 

3.85 

1.60 

23% 

Minneapolis,  Minn 

12.5 

John  W  Morrison 

3,784 

16,242 

NYSE 

NWP 

3.83 

1.15 

20% 

Salt  Lake  City,  Utah 

2.2 

John  G  McMillian 

3,900 

24,940 

NYSE 

NWT 

14.20 

2.48 

71  Vi 

Chicago,  111 

41.0 

Ben  W  Heineman 

3,907 

5,111 

NASDAQ 

NWFN 

2.35 

0.68 

14% 

Wilkesboro,  NC 

3.0 

Ben  T  Craig 

3,445 

16,530 

NYSE 

NRT 

5.57 

1.85 

43  Vs 

Worcester,  Mass 

24.9 

Donald  R  Melville 

3,195 

31,635 

NYSE 

NSI 

2.26 

1.08 

19Vi 

New  York,  NY 

39.0 

David  J  Mahoney 

7,284 

16,248 

NYSE 

OAK 

2.23 

0.24 

32  Vi 

Rancho  Bernardo,  Cal 

12.5 

Everitt  A  Carter 

9,398 

95,177 

NYSE 

OXY 

7.77 

2.35 

24 

Los  Angeles,  Cal 

41.3 

Armand  Hammer 

9,111 

13,449 

NYSE 

OG 

4.86 

1.70 

26  Vs 

New  York,  NY 

31.0 

Ralph  E  Ablon 

0,007 

11,695 

NASDAQ 

OCAS 

6.65 

2.04 

41% 

Hamilton,  Ohio 

5.4 

John  G  Sloneker 

2,756 

78,676 

NYSE 

OEC 

2.10 

1.76 

1  lVs 

Akron,  Ohio 

7.6 

Justin  T  Rogers  Jr 

6,755 

34,606 

NYSE 

OGE 

2.05 

1.68 

14'/8 

Oklahoma  City,  Okla 

3.6 

James  G  Harlow  Jr 

4,721 

7,430 

NASDAQ 

OKEN 

2.74 

0.96 

11% 

Grand  Rapids,  Mich 

2.1 

John  C  Canepa 

3,792 

2,014 

NASDAQ 

OSTN 

-8.56 

1.92 

21 

Providence,  RI 

1.1 

Theodore  W  Barnes 

5,014 

23,631 

NYSE 

OLN 

3.88 

1.15 

24 

Stamford,  Conn 

20.7 

John  M  Henske 

2,094 

25,815 

NYSE 

OSG 

3.43 

0.42 

16Vi 

New  York,  NY 

2.5 

Morton  P  Hyman 

4,535 

30,654 

NYSE 

OCF 

1.63 

1.20 

22  Vi 

Toledo,  Ohio 

23.8 

William  W  Boeschenstein 

■8,700 

29,286 

NYSE 

OI 

5.15 

1.56 

29% 

Toledo,  Ohio 

54.9 

Edwin  D  Dodd 

•1,898 

9,068 

NASDAQ 

PCAR 

9.39 

2.73 

73% 

Bellevue,  Wash 

11.0 

Charles  M  Pigott 

'3,526 

129,552 

NYSE 

PCG 

3.41 

2.69 

21 

San  Francisco,  Cal 

26.6 

Frederick  W  Mielke  Jr 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  Mav  10,  19H2 

MAY  10,  1982 
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The  Dimensions  of  American  Business 


Where  they  rank:  1981  

Market  value 

Market            Net                                                                        Assets            Sales           of  common  N 
Assets            Sales              value           profits                        Company  (fiscal  year  end)              |$000)           ($000)  ($000) 

■ 

in 
■ 

K 
■■ 

| 

331                 187                 355               257                                 Pacific  Lighting  (Dec)            2,705,512        3,357,006  722,697 
■                    ■                  418                 ■                                    Pacific  Lumber  (Dec)               288,440           303,231  600,410 
206                 445                 283               189                         Pacific  Power  &  Light  (Dec)            4,016,820        1,288,553  908,068 
269                  ■                    ■                  ■                                     Paine  Webber  (Sept)            3,205,798         1,027,095  240,330 
296                 158                  ■                  ■                Pan  American  World  Airways  (Dec)            2,963,184        3,797,291  195,781 

199                199                146               101                            Panhandle  Eastern  (Dec)            4,078,865        3,266,253  1,493,263 

■  462                 ■                 ■                                     Pantry  Pride  (July)              223,169        1,225,263  39,419 

■  ■                  462                 ■                                            Paradyne  (Dec)               175,519           135,413  526,020 

■  ■                  412               406                                  Parker  Drilling  (Aug)               743,837           582,310  610,259 

■  495                 433               460                                Parker-Hannifin  (June)               777,007         1,105,891  571,212 

■                  474                  ■                  ■                                              Parsons  (Dec)               414,275         1,184,473  423,056 
253                 190                 292               186                                     Penn  Central  (Dec)            3,394,900        3,348,800  879,368 

93                  32                  92                 58                                         ]  C  Penney  (Jan)             7,354,000       11,860,169  2,006,498 
162                 485                 255               122                Pennsylvania  Power  &  Light  (Dec)            5,010,536        1,133,278  1,000,905 
291                 247                   72                128                                           Pennzoil  (Dec)            2,998,565        2,681,751  2,456,736 

■ 

494                  ■                    ■                  ■                        Peoples  Bancorporation  (Dec)             1,742,867           205,841  73,631 

■  441                   ■                  ■                                   Peoples  Energy  (Sept)             1,100,765         1,315,617  235,256 
202                   71                   53                 74                                            PepsiCo  (Dec)            4,057,061         7,027,443  3,332,132 

■  491                208              411                                   Perkin-Elmer  (July)              840,162        1,115,830  1,147,878 

■  340                 286               329                                         Petrolane  (Sept)               923,246         1,878,085  889,935 

li 
• 

: 

; 

229                 201                   41                129                                               Pfizer  (Dec)            3,647,127        3,249,729  3,991,194 
425                 408                 350               484                                    Phelps  Dodge  (Dec)            2,144,394        1,438,555  730,974 
126                   14                 122                 90                                              Phibro(Dec)            5,788,039       25,097,657  1,770,522 

111  268                 149                 93                           Philadelphia  Electric  (Dec)            6,304,195        2,433,425  1,478,408 

112  ■                    ■                  ■                           Philadelphia  National  (Dec)            6,297,071           779,443  182,000 

J 
■ 

71                   56                   23                 25                                     Philip  Morris  (Dec)            9,245,300        8,306,600         6,113,299  i 
61                   21                   21                 18                             Phillips  Petroleum  (Dec)           11,263,915       15,965,463         6,163,331  1 
421                 195                 299               266                                          Pillsbury  (May)            2,174,500        3,301,700  858,396 

■  463                 222               287                                            Pioneer  (Dec)               954,227         1,224,645  1,112,097 

■  ■                  312               463              Pioneer  Hi-Bred  International  (Aug)               367,494           477,995  817,796 

: 

■  418                  ■                 437                                    Pitney  Bowes  (Dec)             1,214,722        1,414,414  405,050 
101                   ■                    ■                 491                            Pittsburgh  National  (Dec)            6,934,537           866,896  337,709 

■  291                269                ■                                           Pittston  (Dec)            1,343,558        2,228,480  951,710 

■  499                  ■                  ■                                             Pneumo(Nov)               370,716         1.093,611  128,315 

■  ■                  367               443                                  Pogo  Producing  (Dec)               771,930           295,995  706,675 

■  417                 381                 ■                                             Polaroid  (Dec)             1,434,700        1,419,600  673,528 
406                 ■                 475              281                    Portland  General  Electric  (Dec)            2,242,011          594,789  499,125 

■  ■                    "                 488                                           Potlatch  (Dec)             1,186,319           880,493  455,502 
359                 ■                 393              292                     Potomac-Electric  Power  (Dec)            2,518,752        1,000,510  642,669 
299                 189                 184               142                                  PPG  Industries  (Dec)            2,954,700        3,353,600  1,283,387 

- 

■  363                  ■                  ■                                             Primark(Dec)             1,369,393         1,687,033  139,864 

■  ■                  370                 ■                                 Prime  Computer  (Dec)               308,796           364,787  700,127 

99                  33                   16                 28                             Procter  &  Gamble  (June)            6,961,000       11,416,000         6,667,026  ( 
368                  ■                  456               407                   Provident  Life  &  Accident  (Dec)            2,465,777         1,022,618  532,504 
260                 ■                   i                 ■                             Provident  National  (Dec)            3,312,354          393,278  198,505 

375                437                395              322     Public  Service  Company  of  Colorado  (Dec)            2,430,968        1,336,171  639,768 
264                  ■                  300               205       Public  Service  Company  of  Indiana  (Dec)            3,285,490           720,126  855,441 
■                    ■                    h                 415    Public  Service  Co  of  New  Hampshire  (Dec)             1,328,349           440,884  345,041 
481                   ■                  427               301  Public  Service  Company  of  New  Mexico  (Dec)             1,832,315           336,165           586,031  1 

■  Not  on  500  list 
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A  Summary  of  the  500's  Rankings 


 Share  data 

1981  

ill 

Shares 

Market 

Number  of 

outstanding 

wnere 

Ticker 

i  iiiiitiiy 

employees 

)0) 

(000| 

traded 

symbol 

earnings 

Dividends 

(DPec.  31) 

headquarters 

(000| 

Chief  executive 

26,521 

NYSE 

PLT 

4.52 

2.60 

27% 

Los  Angeles,  Cal 

9.7 

Paul  A  Miller 

24,259 

NYSE 

PL 

2.09 

1.20 

24% 

San  Francisco,  Cal 

4.0 

Gene  G  Elam 

<74 

50,801 

NYSE 

PPW 

2.82 

2.04 

17% 

Portland,  Ore 

8.8 

Don  C  Frisbee 

>98 

9,518 

NYSE 

PW( 

1.70 

0.44 

25% 

New  York,  NY 

9.9 

Donald  B  Marron 

)25 

71,193 

NYSE 

PN 

^.65 

none 

2% 

New  York,  NY 

30.3 

C  Edward  Acker 

)4Si 

40,633 

NYSE 

PEL 

6.52 

2.00 

36% 

Houston,  Tex 

7.3 

Richard  L  O'Shields 

517 

9,556 

Pacific 

PPR 

-1.39 

none 

4% 

Ft  Lauderdale,  Fla 

9.3 

Grant  C  Gentry 

i  X  7 

12,869 

NYSE 

PDN 

1.36 

none 

40% 

Largo,  Fla 

2.1 

Robert  S  Wiggins 

1  ' 1 

28,888 

NYSE 

PKD 

2.75 

0.16 

21'/8 

Tulsa,  Okla 

6.2 

Robert  L  Parker 

130 

24,971 

NYSE 

PH 

2.75 

0.92 

22% 

Cleveland,  Ohio 

21.2 

Patrick  S  Parker 

790 

18,528 

ASE 

RMP 

2.01 

0.67 

22% 

Pasadena,  Cal 

9.2 

William  E  Leonhard 

>00 

31,977 

NYSE 

PC 

4.18 

none 

27'/2 

New  York,  NY 

42.1 

Richard  Dicker 

101) 

70,096 

NYSE 

JCP 

5.50 

1.84 

28% 

New  York,  NY 

193.7 

Donald  V  Seibert 

58,447 

NYSE 

PPL 

3.17 

2.21 

17'/8 

Allentown,  Pa 

7.9 

Robert  K  Campbell 

565 

51,182 

NYSE 

PZL 

4.23 

2.20 

48 

Houston,  Tex 

10.3 

J  Hugh  Liedtke 

386 

3,825 

NASDAQ 

PEOP 

4.09 

1.00 

191/4 

Seattle,  Wash 

2.2 

Joshua  Green  III 

544 

29,407 

NYSE 

PGL 

1.66 

1.00 

8 

Chicago,  111 

3.7 

Eugene  A  Tracy 

535 

91,605 

NYSE 

PEP 

3.61 

1.42 

36% 

Purchase,  NY 

120.0 

Donald  M  Kendall 

260 

42,514 

NYSE 

PKN 

1.81 

0.44 

27 

Norwalk,  Conn 

15.3 

Robert  H  Sorensen 

552 

51,967 

NYSE 

PTO 

1.90 

0.42 

17  !/8 

Long  Beach,  Cal 

16.8 

Rudolph  J  Munzer 

700 

74,952 

NYSE 

PFE 

2.95 

1.60 

53  % 

New  York,  NY 

41.4 

Edmund  T  Pratt  |r 

883 

21,739 

NYSE 

PD 

2.61 

1.60 

33% 

New  York,  NY 

14.9 

George  B  Munroe 

900 

68,097 

NYSE 

PB 

4.23 

0.94 

26 

New  York,  NY 

7.1 

David  Tendler 

'643 

108,507 

NYSE 

PE 

2.25 

1.90 

13% 

Philadelphia,  Pa 

9.8 

lames  L  Everett 

661 

5,824 

NASDAQ 

PHNA 

6.13 

2.92 

31% 

Philadelphia,  Pa 

4.9 

G  Morris  Dorrance  Jr 

500 

125,401 

NYSE 

MO 

5.41 

1.90 

48% 

New  York,  NY 

72.0 

George  Weissman 

604 

152,181 

NYSE 

P 

5.78 

2.20 

40'/2 

Bartlesville,  Okla 

33.5 

William  C  Douce 

800 

21,663 

NYSE 

PSY 

5.95 

2.06 

39% 

Minneapolis,  Minn 

59.8 

William  H  Spoor 

027 

37,225 

NYSE 

PNA 

2.96 

0.91 

29% 

Amarillo,  Tex 

3.2 

K  Bert  Watson 

293 

31,914 

NASDAQ 

PHYB 

1.99 

0.52 

25% 

Des  Moines,  Iowa 

2.2 

Thomas  N  Urban 



732 

16,202 

NYSE 

PBI 

3.78 

1.60 

25 

Stamford,  Conn 

26.9 

Fred  T  Allen 

823 

12,393 

NASDAQ 

PITS 

4.63 

1.56 

27% 

Pittsburgh,  Pa 

3.5 

Merle  E  Gilliand 

996 

37,879 

NYSE 

PCO 

1.13 

1.20 

25'/s 

Greenwich,  Conn 

16.1 

Nicholas  T  Camicia 

638 

4,666 

NYSE 

PNC 

3.81 

0.80 

27'/2 

Boston,  Mass 

9.2 

Gerard  A  Fulham 

976 

24,580 

NYSE 

PPP 

2.60 

0.52 

28% 

Houston,  Tex 

0.2 

William  C  Liedtke  Ir 

400 

32,855 

NYSE 

PRD 

0.95 

1.00 

20'/2 

Cambridge,  Mass 

17.1 

William  J  McCune  )t 

891 

39,930 

NYSE 

PGN 

2.54 

1.70 

12'/2 

Portland,  Ore 

3.2 

Robert  H  Short 

743 

15,311 

NYSE 

PCH 

3.25 

1.42 

29% 

San  Francisco  Cal 

9.8 

Richard  B  Madden 

342 

44,322 

NYSE 

POM 

2.14 

1.58 

14'/2 

Washington,  DC 

5.4 

W  Reid  Thompson 

500 

33,997 

NYSE 

PPG 

6.27 

2.31 

37% 

Pittsburgh,  Pa 

36.6 

L  Stanton  Williams 

539 

5,889 

NYSE 

PMK 

2.80 

2.40 

23% 

Detroit  Mich 

4.4 

Robert  W  Stewart 

131 

29,635 

NYSE 

PRM 

1.25 

none 

23% 

Natick,  Ma 

4.3 

Joe  M  Henson 

000 

82,949 

NYSE 

PC 

8.08 

3.90 

80% 

Cincinnati  Ohio 

60.5 

fohn  G  Smale 

240 

9,509 

NASDAQ 

PACC 

8.05 

2.12 

56 

Chattanooga,  Tenn 

4.2 

H  Carey  Hanlin 

768 

4,292 

NASDAQ 

PROV 

9.19 

2.60 

46% 

Philadelphia,  Pa 

2.4 

Roger  S  Hillas 

444 

44,896 

NYSE 

PSR 

1.97 

1.66 

14'/4 

Denver,  Colo 

6.3 

Richard  F  Walker 

.887 

42,244 

NYSE 

PIN 

3.42 

2.57 

20% 

Plainfield,  Ind 

5.0 

Hugh  A  Barker 

002 

23,196 

NYSE 

PNH 

2.65 

2.12 

14% 

Manchester,  NH 

2.0 

William  C  Tallman 

,195 

24,675 

NYSE 

PNM 

4.23 

2.68 

23% 

Albuquerque,  NM 

2.9 

Jerry  D  Geist 

are <. 

lata  adjusted  for 

stock  splits  and  st 

ock  dividends  th 

ough  May 

10,  1982 

4AY  10,  1982 
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"We  did  this 
for  Digital!' 

We  make  sub  assemblies. 
We  make  complete  Digital 
Computers  that  are  the  guts  of 
jet  flight  simulators 
high-speed  tele- 
phone systems 
and  medical 
marvels  called 
CAT  scanners 


"We  did  this 
for  Bacardi!' 

America's  largest-selling  brand  of 
distilled  spirits  is  produced  entirely 
in  Puerto  Rico.  Last  year,  Bacardi's 
Puerto  Rican  distillery  shipped  over  14 
million  gallons  of  rum  to  the  mainland 


For  more  information  write  us  on  your  company  letterhead  Puerto  Rico  Development.  Dept  FB-26, 1290  Avenue  of  the  Americas.  New  York 


"We  did  this 
for  Blue  Bell." 

The  world's  second  largest 
apparel  manufacturer,  makes 
Wrangler®  jeans  at  5  locations 
in  Puerto  Rico.  Blue  Bell 
first  opened  its 
doors  here  in 
1966. 


"We  did  this  for 
Hewlett  Packard." 

Our  lower  cost  general  purpose  terminal,  with 
six  language  keyboard  options,  is  manufactured 
exclusively  in  our  plant  in  Puerto  Rico.  We 
also  turn  out  a  graphics  terminal  that's  a  whiz  for 
most  business,  technical  and  designers'  needs. 


You  will  be  staggered  by  the  range 
and  diversification  of  American 
industry  in  Puerto  Rico.  In  the  past 
five  years  alone,  278  businesses  have 
come  here,  mostly  for  Puerto  Rico's  high 
technology  abilities. 
We  get  things  done. 

The  initial  attraction,  in  many  cases,  was 
our  extremely  low  effective  tax  rates,  the  very 
best  anywhere  in  the  United  States.  But  taxes 
don't  get  things  done.  People  do.  And  people 
are  our  greatest  natural  resource.  People 
with  the  special  skills  you  need. 

The  Puerto  Rican  government  sponsors 
training  programs  to  make  sure  every  manu- 
facturer will  have  access  to  skilled  and  productive  help.  One  program  even 
pays  qualified  manufacturers  50%  of  initial  wages  during  the  training  period. 

The  bottom  line  is  a  work  force  that  is  world  class.  They  are  skilled,  loyal, 
educated,  and  proud  of  what  they  produce.  They  are  line  workers,  probing 
scientists,  adept  managers. 

People.  People  making  an  incredible  range  of  useful  things.  They're 
another  reason  why  Puerto  Rico  is  the  ideal  second  home  for 
American  business. 

Puerto  Rico,U.S.  A. 

The  ideal  second  home  for  American  business. 


toll-free  (800)  223-0699  Ask  for  Carlos  Marquez,  Deputy  Administrator  In  New  York  State,  call  (212)  245-1200 


The  Dimensions  of  American  Business 


 Where  they  rank:  1981  

Market  value 

Market 

i\et 

Assets 

Sales 

of  common  N 

Assets 

Sales 

val  ue 

profits 

Company  (fiscal  year  end) 

($000) 

($0001 

($000) 

OA. 

174 

143 

99 

7  977  0R9 

3  47 1  ^9 

1  ^40  AH9 

■ 

■ 

338 

Puget  Sound  Power  &  Light  (Dec) 

1  666  497 

408  747 

413  049 

253 

372 

307 

Quaker  Oats  (June) 

1  4S4  100 

9  599  500 

696  410 

1  ij 

■ 

D 

■ 

Rainier  Bancorporation  (Dec) 

5,8 19,372 

724  464 

255  447 

409 

181 

176 

Ralston  Purina  (Sept) 

2,218,500 

5,224,700 

1,295,256 

m 

■ 

453 

R  i  urhpiti  1 1 ti  n  p  1 
i\o y  lih.ni  1 1  u  j  1 1,  i 

446  272 

595  39S 

536  01  \ 

g 

500 

■ 

■ 

Raymond  International  (Dec) 

412  906 

1  091  935 

LAI/lj  7J  J 

132  198 

256 

92 

56 

77 

Raytheon  (Dec) 

3  36}  759 

5  636  1  84 

3  1 46  9  9  8 

51 

51 

162 

■ 

2RCA  (Dec) 

13  910  700 

8  997  500 

0,77  /  ,<J\J\J 

1  376  908 

1  ,Q  /  VJ,  7VJO 

■ 

g 

368 

350 

Reading  &  Bates  (Dec) 

930,883 

530,451 

705,171 

■ 

406 

■ 

■ 

Rpmihlir  Airlinp*.  iMrt  1 

1  1  54  567 

1,1  i7",  •JK)  1 

1  448  416 

91  002 

88 

■ 

■ 

442 

Republic  New  York  (Dec) 

7  706  891 

iff  v_/  v  r  j  o  7  1 

1  067  953 

41 3  396 

48 

355 

303 

263 

Republic  of  Texas  (Dec) 

14^4^096 

1  748  559 

852  191 

259 

131 

■ 

164 

RpmiHIir  Stct'l  I  Ocrl 

I'U  IM  K     iJlVCl     \  1  '  V.  V  ' 

^  ^47  364 

396,484 

■ 

442 

479 

■ 

Revco  D  S  (May) 

447,558 

1,310,404 

493,501 

391 

274 

237 

175 

Rpvlnti  (Oprl 

7  316  649 

9  365  938 

1  059  367 

1  f\J JZ,OvJ  ' 

487 

■ 

■ 

RpYtinrH  /Ortl 

78 ^  9^4 

1  1  30  039 

1,1  -J>  W,  VJO  7 

307  900 

80 

45 

31 

22 

R  I  Rpvnnlrl*;  InHii^tript;  IHprl 

lv    f    l\CyilulU9    11IUU3111C3  ILSCLJ 

0,U7U,UuU 

7,  '  \JO,  I  \J\J 

4  917  729 

262 

172 

496 

372 

RpvnnlH^  Mptal*;  (OppI 

Iv  C  »  1  M  till  ~>   |VlCldI9  ^L/Cv| 

3  999  500 

uhi  i no 

4(SS  D48 

■ 

■ 

391 

380 

Richardson-Vicks  (June) 

763,300 

1,088,100 

648,643 

227 

■ 

■ 

■ 

Pina«.  IVatinnal  iDprl 

^  667  799 

424  155 

161  568 

1  VI  1  ,  JUO 

486 

339 

430 

li ti  nK\  jv  Fvnrp^Q  (OppI 

nuauway  laj-MV.  |l/lv.| 

6^9  996 

kjkj    /  y  Z.VJ 

1  1  30  089 

1,  1  kJVJ,  VJO 

759  071 

■ 

■ 

■ 

449 

Rochester  Gas  &  Electric  (Dec) 

1,162,990 

613,541 

272,653 

166 

70 

71 

86 

Pnru  well  in  t im  ii  1 1  kki  i    i  'x ■  n 1 1 

4  809  000 

7  039  700 

9  489  884 

Z.,^C1  /  ,OOt 

■ 

339 

326 

352 

Rohm  &  Haas  (Dec) 

1,348,627 

1,884,664 

787,083 

■ 

495 

■ 

Rnllinvy  lliint'^ 

I\U111113  ^|  unci 

313  461 

454  613 

465  798 

■ 

■ 

443 

■ 

ROLM  (June) 

206,914 

294,576 

555,680 

■ 

■  • 

322 

282 

Rnu  in  f^rtTnnatiip^  (T")pp1 

IVU      all  V  \  '  1  i  1  U  a  1 1 1 C  i  ll/CV.  i 

658  873 

368  975 

790,631 

491 

330 

425 

425 

Ryder  System  (Dec) 

1,759,471 

1,946,456 

591,818 

■ 

■ 

466 

■ 

Sabine  (Dec) 

347,201 

163,143 

519,983 

330 

409 

347 

291 

^arppn  (T^ppi 

JdlCV-U   \  I  f  L  V.  ! 

9  706  370 

1  435  564 

745  839 

224 

19 

373 

278 

Safeway  Stores  (Dec) 

3,690,404 

16,580,318 

692,074 

177 

327 

246 

196 

•  l  idUl  V-  \  i\ 1 1       1 1 1 1  5  \LJ%Z\~j 

4  599  932 

1  971  173 

1  09  3  394 

320 

232 

232 

169 

*v i  Qpoic  Pinpr  l^iii' 
~  I    l\  V  £  1  v  idUCI  \  1  *  v.  L  | 

9  788  999 

9  818  798 

1  075  039 

420 

477 

467 

289 

San  Diego  Gas  &  Electric  (Dec) 

2,179,904 

1,159,662 

518,738 

172 

184 

105 

1 14 

*"i  f  tt  1 1  I- p  Innnctripc  il~^Pf*l 
■  iJIIitl  It  IHUUSlIlca  \UK\r} 

4  677  800 
*+,o '  /  ,oou 

3  366  900 

1  883  01  9 

401 

346 

147 

168 

vir*liPrino-Plrtiicrri  f  f^pri 

9  985  500 

1  808  800 

1 ,  ouo,ouu 

1  488  788 

■ 

■ 

401 

i 

S<*ipntifi**- Atlanta  J  In  n  pi 

197,210 

277  292 

697  647 

■ 

331 

■ 

496 

JVilT J  ^  J  U  I  H  1 

1  077  480 

1  93R  44fi 

906  916 

i-WVJ,  7  1VJ 

397 

284 

379 

235 

Scott  Paper  (Dec) 

2,298,683 

2,309,444 

682,288 

62 

414 

■ 

416 

V\P3T1f Ct    i  Ilt'i  l 

t  »  il  1  1  !   ■  I  |UCt  | 

1  n  747  1  00 

1  424  655 

455  259 

■ 

■ 

138 

308 

(1  n  Sparlp  (Flprl 

VJ    If    Jtdl  Ic   \  I  f  L  I  ' 

1  094  300 

949  300 

1  589  646 

15 

12- 

25 

32 

JCdlS  IVUCUUvK  \UK\-) 

34  S09  400 

5  609  694 

18 

139 

213 

147 

Security  Pacific  (Dec) 

32,9.99,142 

4,218,558 

1,135,866 

■ 

■ 

198 

446 

SEDCO  (June) 

938,428 

369,417 

1,198,060 

207 

■ 

■ 

■ 

Shawmut  (Dec) 

3,983,226 

464,853 

119,270 

34 

17 

9 

Shell  Oil  (Dec) 

20,118,000 

21,629,000 

13,596,000  1, 

■ 

389 

■ 

a 

Sherwin-Williams  (Dec) 

864,438 

1,536,807 

217,800 

■ 

345  . 

■ 

■ 

Sigmor  (fune) 

495,216 

1,835,363 

261,111 

■  Not  on  500  list. 

2Figures  include  unconsolidated  subsidiaries. 
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FORBES,  MA 


A  Summary  of  the  500's  Rankings 


-Share  data:  1981- 


Shares 

outstanding       Where  Ticker  Primary 

(000)  traded         symbol  earnings 


Market 
price 

Dividends      (Dec.  31] 


Corporate 
headquarters 


Number  of 
employees 
(000) 


Chief  executive 


u 

056 

86,089 

NYSE 

PEG 

2.63 

2.44 

18 

Newark,  NJ 

12.6 

Robert  I  Smith 

B13 

31,773 

NYSE 

PSD 

2.86 

1.73 

13 

Bellevue,  Wash 

2.4 

lohn  W  Ellis 

300 

19,480 

NYSE 

OAT 

5.01 

1.65 

35% 

Chicago,  111 

3i.2 

William  D  Smithburg 

943 

9,461 

NASDAQ 

RBAN 

4.66 

1.36 

27 

Seattle,  Wash 

5.5 

G  Robert  Truex  Jr 

900 

107,938 

NYSE 

RAL 

1.62 

0.72 

12 

St  Louis,  Mo 

66.5 

William  P  Stiritz 

[581 

9,085 

NASDAQ 

RAYC 

4.01 

0.44 

59 

Menlo  Park,  Cal 

8.0 

Paul  M  Cook 

J  324 

6,009 

NYSE 

RII 

2.66 

1.00 

22 

Houston,  Tex 

11.0 

Henry  F  LeMieux 

052 

84,180 

NYSE 

RTN 

3.86 

1.20 

37% 

Lexington,  Mass 

77.2 

Thomas  L  Phillips 

600 

75,447 

NYSE 

RCA 

-0.19 

1.80 

18% 

New  York,  NY 

126.0 

Thornton  F  Bradshaw 

435 

27,790 

NYSE 

RB 

3.01 

0.60 

25% 

Tulsa,  Okla 

5.0 

John  W  Bates  Jr 

807 

22,061 

NYSE 

RAJ 

-2.30 

0.10 

4!/s 

Minneapolis,  Minn 

14.5 

Daniel  F  May 

452 

10,877 

NYSE 

RNB 

5.60 

1.16 

38 

New  York,  NY 

2.3 

Walter  H  Weiner 

874 

23,268 

NYSE 

RPT 

5.01 

1.17 

36% 

Dallas,  Tex 

6.3 

James  D  Berry 

400 

16,183 

NYSE 

RS 

11.75 

2.25 

24 Vi 

Cleveland,  Ohio 

40.9 

William  J  De  Lancey 

372 

20,456 

NYSE 

RDS 

2.21 

0.71 

24>/s 

Twinsburg,  Ohio 

19.3 

Sidney  Dworkin 

168 

34,363 

NYSE 

REV 

4.10 

1.84 

30% 

New  York,  NY 

36.1 

Michel  C  Bergerac 

015 

20,026 

NYSE 

REX 

1.92 

1.08 

15% 

Milwaukee,  Wise 

17.3 

Robert  V  Krikorian 

300 

104,355 

NYSE 

RJR 

7.08 

2.50 

471/s 

Winston-Salem,  NC 

84.6 

J  Paul  Sticht 

500 

19,377 

NYSE 

RLM 

4.40 

2.40 

24 

Richmond,  Va 

34.2 

David  P  Reynolds 

100 

23,587 

NYSE 

RVI 

3.47 

1.07 

271/2 

Milton,  Conn 

12.9 

John  S  Scott 

.041 

5,984 

NASDAQ 

RIGS 

4.07 

1.50 

27 

Washington,  DC 

2.2 

Joe  L  Allbritton 

,349 

19,845 

NASDAQ 

ROAD 

3.63 

1.25 

38'/4 

Akron,  Ohio 

18.6 

Charles  F  Zodrow 

,664 

19,040 

NYSE 

RGS 

2.93 

1.49 

14% 

Rochester,  NY 

2.7 

Paul  W  Briggs 

,900 

76,027 

NYSE 

ROK 

3.84 

1.48 

32% 

Pittsburgh,  Pa 

105.8 

Robert  Anderson 

,380 

12,903 

NYSE 

ROH 

7.21 

2.56 

61 

Philadelphia,  Pa 

13.3 

Vincent  L  Gregory  Jr 

,542 

26,613 

NYSE 

ROL 

1.62 

0.53 

l7Vt 

Altanta,  Ga 

11.6 

O  Wayne  Rollins 

,319 

17,365 

NYSE 

RM 

1.39 

none 

32 

Santa  Clara,  Cal 

4.1 

M  Kenneth  Oshman 

,778 

47,917 

NYSE 

RDC 

2.22 

0.06 

16'/2 

Houston,  Tex 

2.2 

C  Robert  Palmer 

,228 

20,147 

NYSE 

RDR 

3.84 

1.06 

29% 

Miami,  Fla 

18.9 

Leslie  O  Barnes 

,146 

14,596 

NYSE 

SAB 

1.94 

0.37 

35% 

Dallas,  Tex 

0.3 

Ashley  H  Priddy 

,857 

18,882 

NASDAQ 

,507 

26,116 

NYSE 

,955 

20,939 

NASDAQ 

,463 

34,128 

NYSE 

,408 

41,499 

NYSE 

SAFC  5.78  2.00 

SA  4.39  2.60 

STPL  7.61  2.32 

SRT  5.19  2.15 

SDO  2.34  1.62 


39'/2  Seattle,  Wash 

26 1/2  Oakland,  Cal 

48%  St  Paul,  Minn 

31'/2  New  York,  NY 

121/2  San  Diego,  Cal 


10.9  Roland  M  Trafton 

153.7  Peter  A  Magowan 

9.4  Carl  B  Drake  Jr 

28.8  William  R  Haselton 

5.1  Thomas  A  Page 


,900 

89,137 

NYSE 

SFF 

2.73 

1.00 

211/s 

Chicago,  111 

40.5 

John  S  Reed 

,800 

53,171 

NYSE 

SGP 

3.31 

1.66 

28 

Kenilworth,  NJ 

27.2 

Robert  P  Luciano 

,720 

23,246 

NYSE 

SFA 

0.90 

0.09 

27 

Atlanta,  Ga 

4.7 

Sidney  Topol 

,070 

9,459 

NYSE 

SCM 

5.80 

1.90 

21% 

New  York,  NY 

27.5 

Paul  H  Elicker 

,848 

42,643 

NYSE 

SPP 

3.22 

1.00 

16 

Philadelphia,  Pa 

20.4 

Philip  E  Lippincott 

,573 

15,974 

NYSE 

SFC 

4.93 

1.32 

28  Vi 

Seattle,  Wash 

7.8 

William  M  Jenkins 

,000 

50,666 

NYSE 

SRL 

2.02 

0.52 

31% 

Skokie,  111 

16.3 

Donald  H  Rumsfeld 

,700 

347,888 

NYSE 

S 

1.88 

1.36 

16 '/8 

Chicago,  111 

395.0 

Edward  R  Telling 

,031 

27,874 

NYSE 

SPC 

7.05 

2.15 

40% 

Los  Angeles,  Cal 

26.4 

Richard  J  Flamson  III 

',053 

32,380 

NYSE 

SED 

2.08 

0.29 

37 

Dallas,  Tex 

6.9 

B  Gill  Clements 

,383  4,298  NASDAQ  SHAS  5.17  1.50  27%  Boston,  Mass  4.0  John  P  LaWare 

,000  309,000  NYSE  SUO  5.51  1.80  44  Houston,  Tex  36.9  John  F  Bookout 

:,228  9,900  NYSE  SHW  3.07  0.80  22  Cleveland,  Ohio  20.2  John  G  Breen 

.,089  17,122  NASDAQ  SGMOA  1.90  0.48  15%  San  Antonio,  Tex  5.5  Tom  E  Turner 


hare  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10.  1982 


MAY  10,  1982 
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The  Dimensions  of  American  Business 


 Where  they  rank:  1981  

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

226 

99 

108 

139 

Signal  Companies  (Dec) 

3,678,600 

5,407,300 

1,833,090 

■ 

231 

■ 

■ 

Singer  (Dec) 

1,573,200 

2,833,600 

230,492 

■ 

468 

240 

236 

Smith  International  (Dec) 

1,034,770 

1,194,159 

1,037,784 

468 

OO 

61 

"SmithKline  Beckman  (Dec) 

1,883,452 

1,985,341 

4,512,143 

205 

m 

■ 

■ 

Society  (Dec) 

4,032,777 

437,703 

114,606 

318 

255 

160 

177 

12SONAT  (Dec) 

2,814,181 

2,568,747 

1,382,029 

456 

■ 

■ 

383 

South  Carolina  Electric  &  Gas  (Dec) 

1,958,772 

759,687 

445,350 

485 

■ 

■ 

■ 

South  Carolina  National  (Dec) 

1,789,964 

217,094 

110,838 

109 

■ 

Southeast  Banking  (Dec) 

6,453,271 

816,979 

295,691 

74 

149 

70 

41 

Southern  California  Edison  (Dec) 

8,728,543 

4,054,356 

2,518,586 

54 

137 

78 

76 

Southern  Company  (Dec) 

12,415,034 

4,256,237 

2,291,484 

467 

■ 

420 

295 

Southern  New  England  Telephone  (Dec) 

1,891,372 

1,003,137 

599,944 

140 

198 

216 

188 

Southern  Pacific  (Dec) 

5,500,800 

3,272,400 

1,127,104 

244 

3  AO 
o'+y 

i 

141 

Southern  Railway  (Dec) 

3,452,306 

1,790,669 

1,474,375 

■ 

90 

344 

347 

Southland  (Dec) 

1,677,791 

5,693,636 

751,935 

■ 

■ 

199 

■ 

Southland  Royalty  (Dec) 

687,820 

400,139 

1,191,041 

435 

■ 

■ 

■ 

13SouthTrust  (Dec) 

2,060,696 

254,840 

85,881 

151 

■ 

■ 

■ 

Southwest  Bancshares  (Dec) 

5,253,324 

601,243 

338,104 

■ 

■ 

462 

Southwestern  Public  Service  (Aug) 

1,088,600 

533,876 

420,797 

152 

97 

144 

80 

Sperry  (Mar) 

5,242,521 

5,427,178 

1,508,912 

■ 

482 

330 

314 

Square  D  (Dec) 

811,669 

1,144,247 

778,297 

457 

394 

133 

284 

Squibb  (Dec) 

1,950,360 

1,523,911 

1,636,943 

■ 

318 

485 

305 

A  E  Staley  Manufacturing  (Sept) 

859,467 

2,006,196 

489,300 

26 

O 

c 

J 

5 

Standard  Oil  Calif  (Dec) 

23,655,610 

44,224,000 

14,632,466 

29 

8 

4 

8 

Standard  Oil  Indiana  (Dec) 

22,916,000 

29,947,000 

15,354,144 

43 

29 

12 

7 

Standard  Oil  Ohio  (Dec) 

15,743,296 

13,457,091 

10,205,680 

■ 

■ 

497 

500 

Stanley  Works  (Dec) 

666,470 

1,009,487 

463,890 

254 

■ 

■ 

■ 

State  Street  Boston  (Dec) 

3,388,066 

406,476 

129,799 

442 

ZDU 

209 

Stauffer  Chemical  (Dec) 

2,033,947 

1,726,236 

979,401 

■ 

348 

168 

241 

Sterling  Drug  (Dec) 

1,264,980 

1,792,925 

1,348,372 

■ 

316 

■ 

■ 

I  P  Stevens  lOct) 

1,142,590 

2,031,335 

231,312 

■ 

298 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

468,578 

2,168,148 

89,056 

■ 

■ 

204 

385 

Storage  Technology  (Dec) 

1,072,689 

921,963 

1,167,565 

451 

■ 

Sumitomo  Bank  of  California  (Dec) 

1,986,726 

263,021 

39,181 

223 

■ 

■ 

■ 

Sun  Banks  of  Florida  (Dec) 

3,710,586 

423,343 

190,495 

58 

24 

26 

16 

Sun  Company  (Dec) 

11,822,000 

15,012,000 

5,437,660 

■ 

■ 

335 

345 

Sundstrand  (Dec) 

892,894 

1,045,687 

763,980 

■ 

121 

360 

454 

Super  Valu  Stores  (Feb) 

685,068 

4,622,444 

718,471 

178 

o  1Z 

3^ 

65 

Superior  Oil  (Dec) 

4,520,809 

2,057,419 

4,691,754 

■ 

218 

■ 

■ 

Supermarkets  General  (Jan) 

636,777 

2,999,379 

158,659 

■ 

■ 

386 

■ 

Supron  Energy  (Dec) 

239,567 

77,986 

663,690 

■ 

285 

■ 

■ 

Swift  Independent  (Oct) 

212,070 

2,301,930 

61,128 

■ 

423 

i 

■ 

Sysco  (June) 

332,422 

1,386,023 

385,599 

a 

■ 

245 

■ 

Tandem  Computers  (Sept) 

255,971 

208,397 

1,025,474 

■ 

362 

49 

183 

Tandy  (June) 

"936,545 

1,691,373 

3,490,661 

■ 

■ 

■ 

480 

Tecumseh  Products  (Dec) 

442,324 

815,743 

339,140 

■ 

■ 

244 

398 

Tektronix  (May) 

953,753 

1,061,834 

1,027,290 

157 

134 

60 

51 

2Teledyne  (Dec) 

5,116,660 

4,342,000 

2,861,133 

42 

22 

37 

20 

Tenneco  (Dec) 

16,808,234 

15,461,773 

4,325,353 

■  Not  on  500  list.  2Figures  include  unconsolidated  subsidiaries. 

"Formerly  SmithKline 
,2Formerly  Southern  Natural  Resources. 
'^Formerly  Southern  Bancorp  of  Alabama 
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FORBES,  m 


A  Summary  of  the  500's  Rankings 

 Share  data 

1981  

h 

V 

0) 

Shares 
outstanding 
(000) 

Where 
traded 

Ticker 
symbol 

Primary 
earnings 

Dividends 

Market 
price 
(Dec.  31) 

Corporate 
headquarters 

Number  of 
employees 
(000) 

Chief  executive 

00 
00 

57 
79 
56 

72,240 
16,612 
22,622 
66,723 
6,367 

NYSE 
NYSE 
NYSE 
NYSE 
NASDAQ 

SGN 
SMF 
SII 
SKB 
SOCI 

2.95 
1.93 
5.80 
5.55 
3.53 

0.78 
0.10 
0.76 
2.12 
1.44 

25% 
13% 
45% 
67% 
18 

San  Diego,  Cal 
Stamford,  Conn 
Newport  Beach,  Cal 
Philadelphia,  Pa 
Cleveland,  Ohio 

63.8 
68.5 
11.7 
22.1 
3.0 

Forrest  N  Shumway 
Joseph  B  Flavin 
Jerry  W  Neely 
Henry  Wendt 
J  Maurice  Struchen 

15 
50 
'56 
'13 
.29 

40,949 
29,690 
4,263 
16,092 
87,603 

NYSE 
NYSE 
NASDAQ 
NYSE 
NYSE 

SNT 
SCG 
SCNC 
STB 
SCE 

4.24 
2.44 
5.04 
3.15 
4.93 

1.01 
1.80 
1.35 
1.00 
3.03 

33% 

15 

26 

18% 

28% 

Birmingham,  Ala 
Columbia,  SC 
Columbia,  SC 
Miami,  Fla 
Rosemead,  Cal 

6.4 
3.5 
2.8 
6.3 
14.4 

Henry  C  Goodrich 
Virgil  C  Summer 
James  G  Lindley 
Charles  J  Zwick 
William  R  Gould 

.21 
)56 
iOO 
95 
.22 

190,957 
13,713 
27,659 
15,479 
23,683 

NYSE 
NYSE 
NYSE 
NYSE 
NYSE 

SO 
SNG 
SX 
SR 
SLC 

1.81 
7.68 
6.18 
13.55 
3.98 

1.62 
4.08 
2.60 
4.24 
1.05 

12 
43% 
40% 
95  V* 
31% 

Atlanta,  Ga 
New  Haven,  Conn 
San  Francisco,  Cal 
Washington,  DC 
Dallas,  Tex 

28.4 
14.4 
52.9 
20.6 
48.2 

Alvin  W  Vogtle  Jr 
Alfred  W  Van  Sinderen 
Benjamin  F  Biaggini 
Harold  H  Hall 
John  P  Thompson 

!13 
144 
>81 
)43 
'67 

45,373 
7,309 
11,177 
32,369 
42,806 

NYSE 
NASDAQ 
NYSE 
NYSE 
NYSE 

SRO 
SOTR 
SWB 
SPS 
SY 

0.79 
2.68 
3.97 
1.91 
7.68 

0.04 
1.00 
1.04 
1.41 
1.84 

26V* 

11% 
30% 
13 

35% 

Fort  Worth,  Tex 
Birmingham,  Ala 
Houston,  Tex 
Amanllo,  Tex 
New  York,  NY 

0.5 
2.3 
3.2 
2.3 
91.5 

Jon  Brumley 
Wallace  D  Malone  Jr 
John  T  Cater 
Berl  M  Springer 
J  Paul  Lyet 

P12 
128 
593 
300 
100 

26,954 
49,983 
21,991 
341,282 
295,272 

NYSE 
NYSE 
NYSE 
NYSE 
NYSE 

SQD 
SQB 
STA 
SD 
SN 

3.82 
2.23 
4.75 
6.96 
6.56 

1.70 
1.22 
0.80 
2.20 
2.60 

28% 
32% 
22% 
42% 
52 

Palatine,  111 
New  York,  NY 
Decatur,  111 
San  Francisco,  Cal 
Chicago,  111 

22.4 
22.5 
4.3 
41.8 
57.5 

Mitchell  P  Kartalia 
Richard  M  Furlaud 
Donald  E  NordJund 
George  M  Keller 
John  E  Swearingen 

?20 
548 
146 
895 
150 

245,920 
26,508 
2,102 
44,018 
60,601 

NYSE 
NYSE 
NASDAQ 
NYSE 
NYSE 

SOH 
SWK 
STBK 
STF 
STY 

7.92 
2.10 
12.53 
3.41 
2.15 

2.25 
0.72 
2.50 
1.29 
0.98 

41 

l7Vl 

61% 

22V* 
22V* 

Cleveland,  Ohio 
New  Britain,  Conn 
Boston,  Mass 
Westport,  Conn 
New  York,  NY 

39.8 
17.6 
3.3 
12.8 
25.7 

Alton  W  Whitehouse  Jr 
Donald  W  Davis 
William  S  Edgerly 
H  Barclay  Morley 
Dr  W  Clarke  Wescoe 

337 
206 
261 
918 
324 

14,457 
4,048 

33,359 
3,073 

10,297 

NYSE 
NYSE 
NYSE 
NASDAQ 
NYSE 

STN 
SHP 
STK 
SUMI 
SU 

-1.59 
6.06 
2.61 
2.60 
2.46 

1.20 
1.26 
none 
1.16 
0.91 

16 

22 
35 
12% 

18'/2 

New  York,  NY 
Boston,  Mass 
Louisville,  Colo 
San  Francisco,  Cal 
Orlando,  Fla 

39.6 
26.0 
13.4 
1.7 
5.0 

Whitney  Stevens 
Avram  J  Goldberg 

Jesse  I  Aweida 
Nimei  Akamatsu 

Joel  R  Wells  Jr 

000 
308 
523 
864 
463 

119,509 
18,190 
36,610 

127,234 
8,242 

NYSE 
NYSE 
NYSE 
NYSE 
NYSE 

SUN 
SNS 

svu 
soc 

SGL 

8.85 
5.23 
1.77 
2.84 
3.61 

2.03 
1.70 
0.44 
0.15 
0.57 

45  Vi 

42 

19% 

36% 

19% 

Radnor,  Pa 
Rockford,  111 
Eden  Prairie,  Minn 
Houston,  Tex 
Woodbndge,  Nf 

46.9 
15.9 
18.5 
6.0 
30.0 

Theodore  A  Burtis 
Evans  W  Erikson 
Michael  W  Wright 
Frederic  C  Ackman 
Herbert  Brody 

620 

000E 

427 

474 

527 

20,343 
4,990 
9,762 

36,954 
103,427 

ASE 
ASE 

NYSE 
NASDAQ 

NYSE 

SUE 
SFT 
SYY 
TNDM 
TAN 

0.95 
3.56 
2.82 
0.72 
1.65 

0.11 
0.52 
0.40 
none 
none 

32% 
12% 
391/2 
27% 
33% 

Dallas,  Tex 
Chicago,  111 
Houston,  Tex 
Cupertino,  Cal 
Fort  Worth,  Tex 

0.2 

5.9 
5.8 
2.1 
24.0 

Alvin  M  Wiederkehr 
John  A  Copeland 
John  F  Baugh 
James  G  Treybig 
John  V  Roach 

819 
934 
100 
208 

5,470 
18,678 
20,658 
129,115 

NASDAQ 
NYSE 
NYSE 
NYSE 

TECU 
TEK 
TDY 
TGT 

10.81 
4.34 

21.39 
6.01 

4.20 
0.94 
none 

2.60 

62 
55 

138% 

33  Vi 

Tecumseh,  Mich 
Beaverton,  Ore 
Los  Angeles,  Cal 
Houston,  Tex 

8.8 
24.0 
48.0 
104.5 

Kenneth  G  Herrick 
Earl  Wantland 
Henry  E  Singleton 
James  L  Ketelsen 

are  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10,  1982. 
imate 
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The  Dimensions  of  American  Business 


Assets 


-Where  they  rank:  1981 
Sales 


Market 
value 


Net 
profits 


Company  (fiscal  year  end) 


Assets 
I  $000) 


Sales 
($000) 


Market  value 
of  common 
($000) 


417                  ■  ■  ■  Tennessee  Valley  Bancorp  (Dec)  2,187,268  275,280  41,682 

■  215  ■  397  Tesoro  Petroleum  ISept)  760,412  3,034,768  306,120 

22                    5  14                  6  Texaco  (Dec)  27,489,000  57,628,000  8,544,921 

204                  ■  ■  ■  Texas  American  Bancshares  (Dec)  4,043,362  480,927  289,609 

47  380  200  227  Texas  Commerce  Bancshares  (Dec)  14,511,591  1,583,256  1,185,131 


198 
496 
393 
■ 

443 


125 
251 
140 
■ 

375 


171 
365 
104 
343 

52 


132 
240 
300 
■ 

163 


Texas  Eastern  (Dec)  4,096,791  4,526,114  1,339,695 

Texas  Gas  Transmission  (Dec)  1,731,765  2,649,265  709,030 

Texas  Instruments  (Dec)  2,310,500  4,206,000  1,898,190 

Texas  International  (Dec)  526,298  142,238  752,263 

Texas  Oil  &  Gas  (Aug)  2,032,822  1,605,962  3,333,855 


94 
414 
438 

■ 

333 


242 
192 


371 


88 
284 
■ 

337 


67 
204 


Texas  Utilities  (Dec)  7,306,658  2,738,377  2,065,257 

Textron  (Dec)  2,195,700  3,328,000  905,942 

Third  National  (Dec)  2,048,883  254,087  74,397 

Tidewater  (Mar)  528,444  341,104  761,496 

Tiger  International  (Dec)  2,702,397  1,624,394  228,636 


324 
464 
■ 

474 


196 
304 
413 


103 
141 
352 
■ 

243 


212 
208 
320 
381 


Time  Inc  (Dec) 
Times  Mirror  (Dec) 
Timken  (Dec) 
Toledo  Edison  (Dec) 
Tom  Brown  (Mar) 


2,754,759 
1,917,212 
1,101,431 
1,868,370 
209,629 


3,296,382 
2,130,756 
1,427,158 
442,284 
139,621 


1,903,511 
1,561,997 
727,078 
386,909 
1,027,744 


251 
73 
252 


177 
■ 

103 
144 
170 


411 
■ 

145 

227 


130 
224 


Tosco  (Dec)  1,066,081  3,431,491  367,510 

Toys  "R"  Us  (Jan)  442,497  783,285  611,667 

Trans  World  (Dec)  3,396,758  5,265,468  297,855 

Transamerica  (Dec)  9,042,342  4,155,887  1,498,501 

Transco  Companies  (Dec)  3,395,355  3,525,378  1,088,038 


430 
24 
242 
277 


43 
■. 

102 


107 
■ 

112 


66 
■ 

124 

363 


TRANSOHIO  Financial  (Dec)  2,098,480  206,204  23,983 

Travelers  (Dec)  23,982,300  9,800,800  1,862,669 

Trust  Company  of  Georgia  (Dec)  3,459,903  424,102  310,938 

TRW  (Dec)  3,126,603  5,285,133  1,820,821 

Tucson  Electric  Power  (Dec)  1,236,043  350,468  396,990 


208 
487 
64 


329 
492 
108 
367 
42 


488 
195 
48 


■ 

185 
30 


Turner  Construction  (Dec)  411,853  1,953,040  55,140 

US  Air  (Dec)  881,317  1,110,490  202,754 

UAL  (Dec)  3,975,777  5,141,174  488,153 

Union  Camp  (Dec)  1,779,728  1,665,888  1,206,582 

Union  Carbide  (Dec)  10,423,000  10,168,000  3,523,400 


203 

496 

315 

199 

Union  Electric  (Dec) 

4,047,277 

1,105,536 

812,972 

90 

38 

18 

21 

Union  Oil  Company  of  California  (Dec) 

7,592,800 

10,745,900 

6,532,227 

97 

79 

29 

55 

Union  Pacific  (Dec) 

7,096,971 

6,374,682 

5,010,824 

■ 

287 

m 

a 

Uniroyal  (Dec) 

1,458,230 

2,260,100 

183,006 

263 

■ 

m 

■ 

United  Banks  of  Colorado  (Dec) 

3,295,704 

390,847 

183,475 

■ 

148 

m 

■ 

United  Brands  (June) 

1,309,428 

4,058,387 

127,608 

341 

95 

209 

138 

United  Energy  Resources  (Dec) 

2,636,886 

5,441,604 

1,147,575 

319 

■ 

■ 

■ 

United  Jersey  Banks  (Dec) 

2,813,567 

292,376 

71,596 

394 

■ 

■ 

■ 

United  Missouri  Bancshares  (Dec) 

2,306,115 

215,780 

124,733 

130 

■ 

■ 

456 

U  S  Bancorp  (Dec) 

5,655,994 

668,792 

402,259 

■ 

401 

447 

423 

United  States  Gypsum  (Dec) 

1,145,195 

1,491,172 

552,047 

50 

26 

64 

15 

United  States  Steel  (Dec) 

13,316,100 

13,940,500 

2,706,048  1, 

413 

■ 

■ 

■ 

United  States  Trust  (Dec) 

2,199,280 

259,506 

92,969 

91 

27 

86 

45 

United  Technologies  (Dec) 

7,555,103 

13,667,758 

2,166,032 

Not  on  500  list 
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FORBES,  MA 


A  Summary  of  the  50(Ps  Rankings 


 Share  data 

1981 

l  h 

Shares 

Market 

Number  of 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31 

headquarters 

(000) 

Chief  executive 

90 

3,923 

NASDAQ 

TVBC 

1.63 

0.80 

10% 

Nashville,  Tenn 

2.0 

William  F  Earthman 

4? 

15,306 

NYSE 

TSO 

4.84 

0.33 

20 

San  Antonio,  Tex 

3.7 

Robert  V  West  Jr 

00 

258,937 

NYSE 

TX 

8.75 

2.80 

33 

White  Plains,  NY 

66.7 

John  K  McKinley 

167 

8,581 

NASDAQ 

TABS 

4.52 

1.08 

33% 

Fort  Worth,  Tex 

2.5 

Lewis  H  Bond 

84 

30,683 

NYSE 

TCB 

4.49 

0.92 

38% 

Houston,  Tex 

6.6 

Ben  F  Love 

(58 

25,518 

NYSE 

TET 

8.70 

3.50 

52  Vi 

Houston,  Tex 

5.8 

I  David  Bufkin 

I-  43 

20,258 

NYSE 

TXG 

6.31 

1.78 

35 

Owensboro,  Ky 

11.3 

Dennis  R  Hendrix 

00 

23,580 

NYSE 

TXN 

4.62 

2.00 

80'/i 

Dallas,  Tex 

86.8 

Mark  Shepherd  Jr 

['73 

19,667 

NYSE 

TEI 

0.37 

0.05 

38  Va. 

Oklahoma  City,  Okla 

1.1 

George  Piatt 

,44 

95,253 

NYSE 

TXO 

2.01 

0.21 

35 

Dallas,  Tex 

3.0 

William  L  Hutchison 

64 

105,236 

NYSE 

TXU 

3.51 

1.85 

195/s 

Dallas,  Tex 

15.0 

T  Louis  Austin  Jr 

,00 

34,026 

NYSE 

TXT 

4.06 

1.80 

26% 

Providence,  RI 

55.0 

Robert  P  Straetz 

10 

3,484 

NASDAQ 

TDAT 

4.53 

0.96 

21% 

Nashville,  Tenn 

2.0 

Charles  J  Kane 

183 

17,865 

NYSE 

TDW 

3.15 

0.78 

42% 

New  Orleans,  La 

3.4 

John  P  Laborde 

>32 

16,936 

NYSE 

TGR 

-0.98 

0.88 

13  Vi 

Los  Angeles,  Cal 

14.4 

Wayne  M  Hoffman 

S04 

49,765 

NYSE 

TL 

2.43 

0.95 

38% 

New  York,  NY 

25.5 

J  Richard  Munro 

)99 

34,142 

NYSE 

TMC 

4.40 

1.72 

45% 

Los  Angeles,  Cal 

27.0 

Robert  F  Erburu 

>64 

11,229 

NYSE 

TKR 

9.01 

3.40 

64% 

Canton,  Ohio 

21.6 

William  R  Timkin  Jr 

no 

23,449 

NYSE 

TED 

2.77 

2.26 

16'/2 

Toledo,  Ohio 

2.3 

lohn  P  Williamson 

)21 

39,758 

NASDAQ 

TMBR 

0.55 

none 

25% 

Midland,  Tex 

1.0 

Thomas  C  Brown 

324 

22,616 

NYSE 

TOS 

1.02 

none 

16'/4 

Los  Angeles,  Cal 

3.1 

Morton  M  Winston 

198 

20,647 

NYSE 

TOY 

2.12 

none 

29% 

Rochelle  Park,  N( 

9.5 

Charles  Lazarus 

Ul 

19,857 

NYSE 

TW 

1.12 

none 

15 

New  York,  NY 

95.0 

L  Edwin  Smart 

i48 

64,107 

NYSE 

TA 

3.41 

1.31 

23% 

San  Francisco,  Cal 

27.7 

James  R  Harvey 

?36 

23,653 

NYSE 

E 

5.41 

1.60 

46 

Houston,  Tex 

2.7 

William  J  Bowen 

511 

3,762 

NYSE 

TFC 

-5.13 

none 

6% 

Cleveland,  Ohio 

0.7 

Warner  B  Bishop 

300 

42,454 

NYSE 

TIC 

8.45 

2.88 

43Vs 

Hartford,  Conn 

29.2 

Edward  H  Budd 

694 

9,950 

NASDAQ 

TRGA 

4.51 

1.05 

31'/4 

Atlanta,  Ga 

4.2 

Robert  Strickland 

420 

33,257 

NYSE 

TRW 

6.60 

2.35 

54% 

Cleveland,  Ohio 

93.0 

Ruben  F  Mettler 

937 

22,055 

NYSE 

TEP 

3.80 

1.72 

18 

Tucson,  Ariz 

1.2 

Theodore  M  Welp 

727 

1,996 

ASE 

TUR 

4.65 

1.44 

27% 

New  York,  NY 

2.3 

Walter  B  Shaw 

287 

17,074 

NYSE 

U 

3.13 

0.12 

11% 

Washington,  DC 

10.6 

Edwin  I  Colodny 

593 

29,585 

NYSE 

UAL 

-2.40 

none 

16'/2 

Elk  Grove  Township,  111 

64.0 

Richard  J  Ferris 

204 

24,314 

NYSE 

UCC 

6.95 

2.80 

49% 

Wayne,  N( 

15.5 

Peter  /  McLaughlin 

000 

68,582 

NYSE 

UK 

9.56 

3.30 

51% 

Danbury,  Conn 

113.2 

Warren  M  Anderson 

005 

74,756 

NYSE 

UEP 

1.90 

1.52 

10% 

St  Louis,  Mo 

7.1 

Charles  J  Dougherty 

700 

173,614 

NYSE 

UCL 

4.56 

0.85 

37% 

Los  Angeles,  Cal 

19.0 

Fred  L  Hartley 

161 

96,362 

NYSE 

UNP 

4.27 

1.60 

52 

New  York,  NY 

31.9 

James  H  Evans 

956 

26,619 

NYSE 

R 

1.52 

none 

6% 

Middlebury,  Conn 

26.7 

Joseph  P  Flannery 

573 

8,950 

NASDAQ 

UBKS 

2.96 

0.90 

20'/2 

Denver,  Colo 

3.1 

N  Berne  Hart 

677 

10,634 

NYSE 

UB 

2.42 

0.40 

12 

New  York,  NY 

50.7 

Seymour  Milstein 

104 

27,820 

NYSE 

UER 

7.75 

1.82 

41 W 

Houston,  Tex 

3.9 

J  Hugh  Roff  Jr 

424 

5,671 

NYSE 

UJB 

2.90 

1.14 

12% 

Princeton,  NJ 

2.8 

T  Joseph  Semrod 

804 

4,844 

NASDAQ 

UMSB 

4.84 

0.87 

25% 

Kansas  City,  Mo 

2.0 

R  Crosby  Kemper 

1  £A 
1  OO 

1  7  O^Q 

IN  AoDAlJ 

1  AO 

o.oU 

U.yz 

Til/, 

Portland,  Ore 

C  A. 
D.O 

John  A  Elorriaga 

553 

16,479 

NYSE 

USG 

4.49 

2.40 

33  Vi 

Chicago,  111 

17.8 

Graham  J  Morgan 

500 

90,579 

NYSE 

;,pg|  x 

12.07 

2.00 

29% 

Pittsburgh,  Pa 

149.6 

David  M  Roderick 

418 

2,999 

NASDAQ 

USTC 

4.71 

1.90 

31 

New  York,  NY 

1.5 

Daniel  P  Davison 

043 

51,881 

NYSE 

UTX 

7.71 

2.40 

41% 

Hartford,  Conn 

195.0 

Harry  J  Gray 

lare  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10,  1982. 
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The  Dimensions  of  American  Business 


Where  they  rank:  1981 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

IS000) 

($000| 

174 

288 

132 

100 

United  Telecommunications  (Dec) 

4,620,791 

2,255,451 

1,638,471 

210 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

3,925,577 

465,826 

224,091 

458 

338 

135 

167 

Upjohn  (Dec) 

1,940,485 

1,903,048 

1,619,864 

169 

276 

203 

187 

USF&G  (Dec) 

4,748,810 

2,336,648 

1,168,554 

279 

■ 

490 

331 

USLIFE  (Dec) 

3,077,834 

865,479 

485,231 

374 

■ 

318 

279 

Utah  Power  &  Light  (Dec) 

2,432,646 

663,989 

797,869 

■ 

278 

471 

334 

Valero  Energy  (Dec) 

1,106,199 

2,333,103 

511,028 

120 

■ 

■ 

■ 

Valley  National  (Dec) 

6,136,387 

759,760 

383,611 

98 

299 

190 

117 

Virginia  Electric  &  Power  (Dec) 

7,057,831 

2,161,853 

1,231,024 

268 

■ 

■ 

■ 

Virginia  National  Bankshares  (Dec) 

3,214,302 

380,158 

140,564 

■ 

■ 

407 

410 

Vulcan  Materials  (Dec) 

675,498 

783,290 

619,974 

114 

■ 

■ 

■ 

Wachovia  (Dec) 

6,265,890 

720,835 

389,636 

■ 

259 

163 

384 

Wal-Mart  Stores  (Jan) 

937,513 

2,495,529 

1,376,788 

■ 

427 

■ 

■ 

Waldbaum  (Dec) 

240,964 

1,375,787 

43,718 

■ 

357 

■ 

■ 

Walgreen  (Aug) 

521,041 

1,743,471 

362,896 

■ 

■ 

95 

412 

Wang  Laboratories  (lune) 

894,694 

856,376 

1,985,657 

338 

202 

51 

125 

Warner  Communications  (Dec) 

2,673,641 

3,237,153 

3,404,555 

297 

181 

120 

■ 

Warner-Lambert  (Dec) 

2,963,101 

3,379,952 

1,772,791 

278 

■ 

■ 

■ 

Washington  National  (Dec) 

3,120,609 

831,779 

210,635 

■ 

■ 

151 

379 

Waste  Management  (Dec) 

832,701 

772,690 

1,453,170 

27 

194 

410 

255 

Wells  Fargo  (Dec) 

23,219,189 

3,306,397 

614,295 

■ 

465 

■ 

■ 

West  Point-Pepperell  (Aug) 

623,413 

1,221,533 

229,208 

■ 

■ 

236 

318 

Western  Company  of  North  America  (Dec) 

1,122,943 

725,691 

1,061,578 

419 

■ 

■ 

■ 

Western  Financial  (Dec) 

2,180,672 

225,525 

18,830 

473 

■ 

406 

481 

Western  Union  (Dec) 

1,868,587 

906,652 

621,741 

79 

47 

84 

52 

Westinghouse  Electric  (Dec) 

8,316,200 

9,367,500 

2,174,921 

■ 

386 

409 

321 

Westvaco  (Oct) 

1,262,620 

1,550,529 

614,486 

■ 

397 

■ 

■ 

Wetterau  (Mar) 

307,439 

1,503,223 

89,100 

127 

126 

44 

119 

Weyerhaeuser  (Dec) 

5,716,490 

4,501,512 

3,699,646 

490 

387 

331 

357 

Wheelabrator-Frye  (Dec) 

1,759,637 

1,548,332 

771,437 

■ 

481 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

1,119,485 

1,151,112 

121,024 

■ 

267 

277 

251 

Whirlpool  IDec) 

1,133,972 

2,437,091 

920,224 

■ 

297 

■ 

471 

White  Consolidated  Industries  (Dec) 

1,268,300 

2,172,772 

363,025 

452 

■ 

■ 

■ 

Whitney  Holding  (Dec) 

1,977,768 

217,067 

360,422 

■ 

366 

461 

438 

Whittaker  (Oct) 

867,095 

1,671,837 

526,788 

461 

138 

■ 

■ 

,4Wickes  Cos  (Jan) 

1,932,488 

4,244,977 

133,184 

371 

325 

314 

294 

Williams  Companies  (Dec) 

2,445,877 

1,976,336 

815,009 

■ 

279 

■ 

■ 

Wilson  Foods  (July) 

269,547 

2,325,943 

27,456 

■ 

81 

340 

342 

Winn-Dixie  Stores  (June) 

924,776 

6,200,167 

758,949 

392 

480 

431 

306 

Wisconsin  Electric  Power  (Dec) 

2,315,384 

1,152,383 

576,474 

■ 

443 

■ 

■ 

Witco  Chemical  (Dec) 

725,360 

1,291,878 

225,889 

275 

64 

450 

387 

F  W  Woolworth  (Jan) 

3,141,965 

7,223,241 

545,940 

■ 

■ 

■ 

493 

Wyman-Gordon  (Dec) 

384,584 

610,302 

415,316 

89 

53 

50 

31 

Xerox  (Dec) 

7,674,000 

8,691,000 

3,422,574 

■ 

■ 

z,aie  \ _>i j r > 

I\jL,o  1  o 

q-)q  7HO 
oZo,  f\jy 

11%  1  ">  3 
ZZo,  1  Zo 

■ 

■ 

421 

388 

Zapata  (Sept) 

1,014,240 

463,003 

598,985 

■ 

344 

■ 

■ 

Zayre  (Jan) 

643,444 

1,837,502 

155,566 

■ 

450 

■ 

■ 

Zenith  Radio  (Dec) 

743,200 

1,275,200 

210,385 

446 

■ 

■ 

■ 

Zions  Utah  Bancorporation  (Dec) 

2,011,028 

260,000 

148,306 

■  Not  on  500  list  '"Financial  data  as  of  10/31/81.  Company  has 

estimated  an  $80  million  loss  for  the  fiscal  year 
ending  1/31/82. 
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FORBES,  MA 


A  Summary  of  the  500's  Rankings 


Share  data:  1981 

l 

Shares 

Market 

Number  ot 

outstanding 

Where 

Ticker 

Primary 

price 

Corporate 

employees 

') 

(000) 

traded 

symbol 

earnings 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

(1 

75,332 

NYSE 

UT 

3.47 

1.64 

21% 

Westwood,  Kan 

29.6 

Paul  H  Henson 

1 

5,783 

NASDAQ 

UVBK 

6.47 

1.90 

38% 

Richmond,  Va 

4.6 

Joseph  A  Jennings 

1 

30,137 

NYSE 

UPJ 

6.04 

2.00 

53% 

Kalamazoo,  Mich 

21.7 

Ray  T  Parfet  Jr 

II 

28,243 

NYSE 

^  00 

J.77 

3.10 

41% 

Baltimore,  Md 

8.7 

Jack  Moseley 

3 

21,097 

NYSE 

USH 

3.97 

0.78 

23 

New  York,  NY 

4.2 

Gordon  E  Crosby  Jr 

12 

44,636 

NYSE 

UTP 

2.29 

2.10 

17% 

Salt  Lake  City,  Utah 

4.2 

Harry  Blundell 

14 

22,340 

NYSE 

VLO 

3.93 

0.29 

227/s 

San  Antonio,  Tex 

1.8 

William  E  Greehey 

'7 

16,862 

NASDAQ 

VNCP 

3.24 

1.09 

22% 

Phoenix,  Ariz 

7.0 

Gilbert  F  Bradley 

»1 

104,768 

NYSE 

VFT 
V  l_  L 

1  77 

1.43 

11% 

Richmond,  Va 

11.0 

T  Justin  Moore  Jr 

>6 

7,302 

NASDAQ 

VNAT 

3.83 

1.25 

19'/4 

Norfolk,  Va 

4.4 

Clifford  A  Cutchins  III 

'7 

11,481 

NYSE 

VMC 

6.76 

2.20 

54 

Birmingham,  Ala 

5.9 

W  Houston  Blount 

)4 

14,986 

NYSE 

WB 

3.23 

1.05 

26 

Winston-Salem,  NC 

6.0 

John  G  Medlin  Jr 

75 

32,395 

NYSE 

WMT 

2.50 

0.25 

42  Vi 

Bentonville,  Ark 

34.5 

Sam  M  Walton 

'3 

2,610 

NASDAQ 

WAT  n 

3  Oft 

J.70 

none 

16% 

Central  Islip,  NY 

6.0 

Ira  Waldbaum 

*8 

14,926 

NYSE 

WAG 

2.91 

0.91 

24% 

Deerfield,  111 

29.5 

Charles  R  Walgreen  III 

18 

59,719 

ASE 

WAN  B 

1.36 

0.12 

33% 

Lowell,  Mass 

13.8 

An  Wang 

59 

62,042 

NYSE 

WCI 

3.57 

0.68 

54% 

New  York,  NY 

17.5 

Steven  J  Ross 

57 

79,676 

NYSE 

WLA 

0.12 

1.34 

22'/4 

Morris  Plainc,  NI 

45.0 

Ward  S  Hagan 

50 

10,733 

NYSE 

WNT 

9  70 

1.06 

19% 

Evanston,  111 

6.3 

Stanley  P  Hutchison 

12 

42,898 

NYSE 

WMX 

1.95 

0.35 

33% 

Oak  Brook,  111 

11.5 

Dean  L  Buntrock 

S4 

24,090 

NYSE 

WFC 

5.33 

1.92 

25  Vi 

San  Francisco,  Cal 

17.8 

Richard  P  Cooley 

;i 

10,020 

NYSE 

WPM 

4.23 

1.70 

22% 

West  Point,  Ga 

22.9 

Joseph  L  Lanier  Jr 

?] 

44,698 

NYSE 

WSN 

2.28 

0.16 

23% 

Fort  Worth,  Tex 

6.5 

John  A  Fanning 

32 

2,152 

ASE 

WFN 

—  1181 

0.26 

8% 

Phoenix,  Ariz 

0.9 

Gary  H  Driggs 

18 

17,034 

NYSE 

WU 

3.10 

1.40 

36Vi 

Upper  Saddle  River,  NJ 

13.3 

Robert  M  Flanagan 

00 

85,291 

NYSE 

WX 

5.10 

1.80 

25% 

Pittsburgh,  Pa 

147.8 

Robert  E  Kirby 

07 

26,010 

NYSE 

W 

3.95 

1.15 

23% 

New  York,  NY 

15.3 

David  L  Luke  III 

43 

7,200 

NASDAQ 

WETT 

2.13 

0.75 

12% 

Hazelwood,  Mo 

4.0 

Ted  C  Wetterau 

32 

127,574 

NYSE 

wv 

VV  I 

l  f\l 

1.30 

29 

Tacoma,  Wash 

44.3 

George  H  Weyerhaeuser 

97 

17,483 

NYSE 

WFI 

4.78 

1.60 

44  V% 

Hampton,  NH 

24.0 

Michael  D  Dingman 

06 

3,968 

NYSE 

WHX 

7.03 

none 

30'/2 

Pittsburgh,  Pa 

11.4 

Dennis  J  Carney 

67 

36,265 

NYSE 

WHR 

3.46 

1.60 

25% 

Benton  Harbor,  Mich 

21.2 

John  H  Platts 

75 

13,322 

NYSE 

WSW 

4.34 

1.48 

27% 

Cleveland,  Ohio 

27.0 

Roy  H  Holdt 

56 

2,139 

OTC 

14  65 

6.25 

168'/2 

New  Orleans,  La 

0.8 

Patrick  A  Delaney 

48 

15,725 

NYSE 

WKR 

4.40 

1.40 

33  Vi 

Los  Angeles,  Cal 

16.8 

Joseph  F  Alibrandi 

08 

14,562 

NYSE 

WIX 

0.83 

0.76 

9% 

San  Diego,  Cal 

38.0 

Sanford  C  Sigoloff 

19 

29,772 

NYSE 

WMB 

3.67 

1.20 

27% 

Tulsa,  Okla 

7.3 

Joseph  H  Williams 

30 

4,881 

NASDAQ 

WILF 

-7.58 

none 

5% 

Oklahoma  City,  Okla 

9.9 

Kenneth  J  Griggy 

56 

24,782 

NYSE 

VV  UN 

O.O  1 

2.04 

30% 

Jacksonville,  Fla 

61.9 

Bert  L  Thomas 

67 

21,155 

NYSE 

WPC 

4.39 

2.64 

27'/4 

Milwaukee,  Wise 

6.1 

Charles  S  McNeer 

74 

9,315 

NYSE 

WIT 

4.14 

1.65 

24'/4 

New  York,  NY 

8.3 

William  Wishnick 

15 

30,330 

NYSE 

z 

2.64 

1.80 

18 

New  York,  NY 

198.8 

Edward  F  Gibbons 

33 

19,095 

NASDAQ 

W  I  IVilN 

j.Uj 

0.70 

21% 

Worcester,  Mass 

4.8 

Joseph  R  Carter 

00 

84,508 

NYSE 

XRX 

7.08 

2.95 

40'/2 

Stamford,  Conn 

120.7 

C  Peter  McColough 

28 

10,863 

NYSE 

ZAL 

6.18 

1.19 

21 

Dallas,  Tex 

12.6 

Donald  Zale 

47 

21,203 

NYSE 

ZOS 

3.81 

0.40 

28!/4 

Houston,  Tex 

6.6 

B  John  Mackin 

22 

5,411 

NYSE 

ZY 

4.05 

0.38 

28% 

Framingham,  Mass 

32.0 

Maurice  Segall 

00 

18,911 

NYSE 

ZE 

0.82 

0.53 

11  Vs 

Glenview,  111 

26.5 

Revone  W  Kluckman 

48 

5,114 

NASDAQ 

ZION 

3.60 

0.80 

29 

Salt  Lake  City,  Utah 

1.6 

Roy  W  Simmons 

re  data  adjusted  for  stock  splits  and  stock  dividends  through  May  10,  1982. 

al  notes:  1 )  List  includes  U.S. -based  publicly  owned 

companies.  2)  Sales  figures  exclude  excise  taxes  3)  Market  value  is  derived  by  multiplying  the  Dec.  31.  1981  closing 

if  the  common  stock  by  the  number  of  shares  outstanding  at  that  date 

4 )  Net  profits,  cash  flow  and  primary  earnings  include  discontinued  operations  before  extraordinary 

5)  Cash  flow  is  total  funds  provided  from  operations  6 )  Indicated  dividend  is  shown  for  companies  formed  due  to  spin  offs. 

7)  1981  figures  were  used  for  those  February 

ear  companies  for  which  1982  results 

were  not  available  at  press  time. 
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Ranking  The  Forbes  50(Ts— Jobs  And  Productivity 


Since  1979  the  ten  largest  employers  have  cut  hack  their  payroll^ 
by  nearly  a  quarter  of  a  million.  The  big  question  is  whether  they 
have  become  more  productive  as  a  result. 


Slimming  down 

at  the  top  I 


T|  his  table  ranks  the  798  companies  that  appear  on 
the  other  Forbes  lists  by  a  different  criterion:  the 
number  of  people  they  employ.  As  a  group,  these 
businesses  provide  some  22.4  million  jobs  in  the  U.S.  and 
overseas.  That's  an  impressive  number,  but  the  proportion 
of  total  jobs  provided  by  the  big  corporations  on  our  list 
seems  to  be  declining. 

You  can  see  the  change  at  the  top.  With  a  few  minor 
differences  in  position,  the  same  corporations  regularly 
lead  this  list.  But  the  first  ten  firms  provided  jobs  for 
243,600  more  people  in  1979  than  they  do  today. 

The  declining  auto  industry  accounts  for  much  of  this 
trend.  Ford  and  General  Motors  employ  15%  fewer  work- 
ers than  they  did  two  years  ago.  Other  names  on  the 
reduced  work  force  roster,  however,  may  surprise  you. 
General  Electric,  for  example,  sent  out  some  1,000  more 
paychecks  in  1979  than  it  now  does.  Of  the  top  ten 
employers,  only  AT&T,  IBM  and  K  mart  have  added  to 
their  employee  ranks  during  the  period. 

The  most  important  numbers  in  this  table,  of  course,  are 
in  the  last  two  columns  of  each  company  listing.  That's 
where  you  can  get  an  indication  of  productivity  per  em- 


Employees   Per  employee  ($000|  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


1  American  Tel  &  Tel  1,042.1  55.9(731)  6.6(393)  132.2(400) 

2  General  Motors  740.9  84.6(551)  0.4(749)  52.5(624) 

3  Ford  Motor  404.8  94.5  (499)  -2.6  1770)  56.8  (595) 

4  General  Electric  404.0  67.4(668)  4.1(519)  51.8(632) 

5  Sears  Roebuck  395.0  69.0(654)  1.5(708)  87.4(478) 


6  IBM  348.1  83.5(560)  9.5(269)  85.0(4861 

7  IntlTel&Tel  336.0  69.0(654)  1.9(670)  86.2(483) 

8  Kmart  268.0  61.7(706)  0.8(734)  24.9(768) 

9  Mobil  209.6  307.7(90)  1 1.6  (221)  165.9  (369| 
10  General  Tel  &  Elec  202.5  54.5  (740)  3.6  (556)  104.3  (439) 


11  FWWoolworth  198.8  36.3(788)  0.4(749)  15.8(794) 

12  United  Technologies  195.0  70.1(646)  2.3(641)  38.8(707) 

13  I  C  Penney  193.7  61.2(709)  2.0(664)  38.0(712) 

14  Exxon  180.0  600.6  (  25)  30.9  (  55)  349.6(306) 


ployee.  At  the  extremes,  these  figures  can  be  misleading 
Small  energy  companies,  such  as  Mesa  Petroleum  and 
Pogo  Producing,  regularly  lead  the  pack,  largely  because 
they  have  lots  of  assets  and  minimal  operating  staffs.  On 
the  other  hand,  labor-intensive  businesses  like  retailers 
and  supermarkets  typically  score  near  the  bottom  fo 
similar  reasons. 

Per-employee  statistics  can  be  very  useful  in  the  greal 
middle  ground,  especially  when  it  comes  to  making  crude 
comparisons  of  companies.  Take  Firestone  and  Goodyear] 
for  example.  They  are  in  similar  businesses  and  have 
almost  the  same  asset  base  standing  behind  each  employ^ 
ee.  Goodyear,  however,  manages  to  wring  19.9%  more 
sales  and  12.5%  more  profits  out  of  each  worker.  Nc 
wonder  its  five-year  return  on  equity  is  9.8%,  while  Fire- 
stone's is  only  0.9%. 

To  use  this  table  effectively,  check  the  per-person  as^ 
sets,  sales  and  profitability  figures  for  companies  you  are 
interested  in  against  the  results  of  their  competitors.  The 
numbers  give  a  rough  idea  of  how  efficiently  a  business 
uses  its  people.  Any  management  that  doesn't  stack  up 
well  probably  faces — or  soon  will  face — major  problems. 


Employees   Per  employee  ($000)- 

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets 


15  ElduPont      156.7      145.4(289)        6.9  (380)  152.1 

16  Safeway  Stores      153.7      107.9(436)        0.7(740)  24.( 

17  United  States  Steel      149.6       93.2(505)        7.2(363)  89.C 


18  Westinghouse  Elec      147.8       63.4  (696)        3.0  (594)  56J 

19  Goodyear      138.0       66.3(674)        1.8(676)  38.! 


20  Eastman  Kodak  133.0  77.8  (594)  9.3  (277)  71.1 

21  McDonald's  126.9  19.5  (797)  2.1  (656)  22i 

22  RCA  126.0  71.4(636)  0.4(749)  104.* 

23  Kroger  126.0  89.4(527)  1.0(727)  19.1 

24  Gulf  &  Western  Inds  122.0  60.5(713)  2.4(634)  103.* 


25  Xerox  120.7  72.0(633)  5.0(473)  63  c 

26  PepsiCo  120.0  58.6(722)  2.8(603)  33.S 

27  Federated  Dept  Stores  118.7  59.5(716)  2.2(648)  34.5 

28  Union  Carbide  113.2  89.8(523)  5.7(443)  92.1 
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IF  NO  TWO  COMPANIES  ARE  ALIKE, 
WHY  DO  SO  MANY  CORPORATE  LOANS 

LOOK  THE  SAME? 


we  relied  on  stock  and  standard  approaches  to  finance,  we  wouldn't  be  one  of  the 
Drld's  largest  banks  today.  At  Canadian  Imperial  Bank  Group,  we've  built  a  solid 
ternational  reputation  on  innovative  thinking.  And  that's  exactly  why  we've  be- 
>me  a  major  financial  force  in  America.  Not  only  have  we  tripled  our  commitment 
the  U.S.  and  opened  new  offices  across  the  country,  we're  backing  up  every  one 
our  corporate  loans  with  fresh,  innovative  thinking.  After  all,  if  our  money  is  to  work 
irder  than  anyone  else's,  we  can't  afford  to  think  like  everyone  else.  Can  you? 

t  North  America's  seventh  largest  bank,  imagination  is  our  strongest  asset. 


Canadian  Imperial  Bank  Group 

CANADIAN  IMPERIAL  BANK  OF  COMMERCE  •  CALIFORNIA  CANADIAN  BANK' 
CANADIAN  IMPERIAL  BANK  OF  COMMERCE  TRUST  COMPANY 


LANTA  •  CHICAGO  •  DALLAS  ■  DENVER  •  HOUSTON  •  LOS  ANGELES  •  NEW  YORK  •  PITTSBURGH  •  PORTLAND  •  SEATTLE  •  CALIFORNIA  CANADIAN  BANK  SAN  FRANCISCO  •  CANADIAN  IMPERIAL  BANK 
COMMERCE  TRUST  CO  .  NEW  YORK  •  HONG  KONG  •  SINGAPORE  •  BEIIING  •  MEXICO  CITY  •  PARIS  •  LONDON  •  TOKYO  •  ZURICH  •  MILAN  .  SYDNEY  •  SAO  PAULO  •  AMSTERDAM  •  BUENOS  AIRES  •  BIRMINGHAM  • 
ANKFURT  ■  IAMAICA*  BAHRAIN  •  TRINIDAD  •  TOBAGO  •  ST  LUCIA -ST  VINCENT  •  ANTIGUA  •  CAYMAN  ISLANDS  •  BAHAMAS  •  BARBADOS  •  HEAD  OFFICE  COMMERCE  COURT  TORONTO  MSL  I A2  CANADA 


Our  competition  presented  one  picture 
of  the  Vietnam  veteran. 
We  presented  another. 
His  own. 


In  an  extraordinary  cover  story  that  took  six  month 
to  complete,  Newsweek  tracked  down  48  surviving  vete 
of  a  single  combat  unit. 

We  listened  as,  11  years  later,  they  talked  about  the 
war  and  its  aftermath. 

It  is  a  remarkable  first-hand  narrative  of  horror, 
bitterness,  and  shame:  an  account  of  experiences  they  c 
never  forget. 

Written  in  a  way  Newsweek  readers  could  never  for 


■s 


We  don't  fit  the  mold. 
We  break  it. 


y  0 


Newsweek 


Ranking  The  Forbes  500's — Jobs  And  Productivity 


Rank 


Employees    -   Per  employee  |$000]  

Company     |000|      Sales  (rank)  Profits  (rank)  Assets  (rank) 


Rank 


Employees   Per  employee  ($000)- 

Company     (000)      Sales  (rank)  Profits  (rank)  Asset' 
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CIGNA 

40.1 

270.4 

(112) 

24.0 

(  83) 

715.4 

[193) 

149 

Standard  Oil  Ohio 

39..8 

338.1 

(  80) 

48.9 

(  20) 

395.5 

(293) 

150 

Humana 

39.8 

33.8 

(791) 

2.3 

(641) 

37.8 

(714) 

151 

Aetna  Life  &  Cas 

39.7 

340.9 

75) 

12.4 

(203) 

998.3 

;i35) 

152 

|  P  Stevens 

39.6 

51.3 

1755) 

-0.6 

(758) 

28.9 

(751) 

153 

Coca-Cola 

39.6 

148.9 

1276) 

12.2 

(208) 

90.1 

(468) 

154 

CPC  International 

39.4 

110.4 

(416) 

5.5 

(449) 

62.6 

(563) 

155 

Cooper  Industries 

39.2 

73.1 

;617) 

7.3 

(358) 

59.6 

[575) 

156 

Norton  Simon 

39.0 

80.6 

1580) 

2.7 

(611) 

61.1 

(568) 

157 

FMC 

39.0 

86.4 

[543) 

3.6 

(556) 

70.3 

(535) 

158 

Campbell  Soup 

39.0 

71.8 

[634) 

3.3 

(575) 

44.2 

[679) 

159 

Eastern  Air  Lines 

38.9 

95.9 

(493) 

-1.7 

(768) 

75.5 

(516) 

160 

Castle  &  Cooke 

38.0 

48.5 

767) 

1.1 

(726) 

32.7 

[742) 

160 

Wickes  Cos 

38.0 

111.7 

(412) 

0.3 

(756) 

50.9 

(638) 

162 

Natl  Semiconductor 

38.0 

29.2 

793) 

1.4 

(711) 

19.8 

(789) 

163 

Martin  Marietta 

37.9 

86.9 

1540) 

5.3 

(459) 

67.1 

[542) 

164 

Genl  Tire  &  Rubber 

37.5 

58.0 

(725) 

3.0 

(594) 

49.2 

(652) 

165 

Delta  Air  Lines 

37.4 

94.6 

;497) 

3.9 

(535) 

61.7 

(565) 

166 

Jewel  Companies 

37.1 

137.7 

;314) 

2.7 

(611) 

37.2 

(716) 

167 

B  F  Goodrich 

37.0 

86.1 

1547) 

2.5 

(625) 

73.1 

(521) 

168 

Shell  Oil 

36.9 

585.6 

26) 

46.1 

(  25) 

544.7 

(241| 

169 

PPG  Industries 

36.6 

91.6 

(513) 

5.8 

(432) 

80.7 

(505) 

170 

Revlon 

36.1 

65.6 

(680) 

4.8 

(480) 

64.3 

(555) 

171 

Fluor 

35.7 

169.9 

(236) 

4.5 

(499) 

123.9 

(411) 

172 

Bristol-Myers 

35.4 

98.9 

(479) 

8.7 

(302) 

70.4 

(534) 

173 

McCi  raw- Edison 

35.3 

68.9 

;658) 

2.4 

(634) 

50.0 

(646) 

174 

Borden 

35.2 

125.4 

(345) 

4.5 

(499) 

71.3 

(529| 

174 

Dana 

35.2 

,  77.0 

1597) 

3.3 

(575) 

55.9 

(601) 

176 

Inland  Steel 

35.1 

107.0 

(440) 

1.6 

(697) 

82.4 

(497) 

177 

IU  International 

35.0 

65.0 

[685) 

1.8 

(676) 

41.2 

(688) 

178 

Wal-Mart  Stores 

34.5 

72.3 

[629) 

2.4 

(634) 

27.2 

[759) 

178 

Blue  Bell 

34.5 

41.4 

(777) 

1.4 

(71 1) 

23.7 

(773) 

180 

CBS 

34.2 

117.7 

(380) 

4.8 

(481) 

70.9 

(532) 

181 

Reynolds  Metals 

34.2 

101.8 

1462) 

2.5 

(625) 

96.5 

(458) 

182  Amer  Hospital  Supply 

34.1 

84.1 

1557) 

4.3 

(513) 

51.9 

[629) 

183 

Merrill  Lynch 

34.1 

118.4 

379) 

6.0 

(419) 

518.6 

(245) 

184 

Avon  Products 

34.0 

76.9 

(598) 

6.5 

(398) 

46.1 

(666) 

185 

Chase  Manhattan 

33.8 

315.1 

|  87) 

12.2 

(208) 

2302.9 

(  34) 

186 

Phillips  Petroleum 

33.5 

477.3 

(  44) 

26.3 

(  75) 

336.7 

[314) 

187 

Gillette 

33.2 

70.3 

(644) 

3.7 

(550) 

53.0 

(619) 

188 

National  Steel 

33.0 

138.4 

(310) 

2.6 

(616) 

306.5 

(327) 

189 

Emhart 

32.9 

53.0 

(747) 

2.3 

(641) 

32.4 

(745) 

190 

Zayre 

32.0 

57.4 

(728| 

0.7 

(740) 

20.1 

(788) 

190 

Merck 

32.0 

91.5 

(515) 

12.4 

(203) 

103.4 

(443) 

190 

Hilton  Hotels 

32.0 

18.3 

(798) 

3.5 

(562) 

25.5 

(766). 

193 

Union  Pacific 

31.9 

200.0 

(184) 

12.9 

(190| 

222.7 

(348) 

194 

Kimberly-Clark 

31.3 

92.1 

511) 

6.5 

398) 

77  ( 

195 

Abbott  Laboratories 

31.3 

74.9 

610) 

7.9 

326) 

75  ■ 

196 

First  Interstate 

31.2 

138.5 

309) 

7.6 

347) 

1185.4 

197 

Quaker  Oats 

31.2 

83.5 

560) 

3.4 

568] 

46. 7 

198 

Ogden 

31.0 

74.9 

[610| 

2.1 

656) 

53. C 

199 

Boise  Cascade 

31.0 

100.4 

(469) 

3.9 

(535) 

88.3 

200 

Baxter  Travenol  Labs 

30.9 

48.7 

764) 

4.9 

476) 

51.1 

201 

Northrop 

30.8 

64.6 

[687) 

1.6 

697) 

4o.a 

202Pan  Am  World  Airways 

30.3 

125.2 

.347) 

-0.6 

758) 

97.7 

203 

Celanese 

30.2 

124.4 

[351) 

4.8 

[480) 

99  J 

204  Supermarkets  General 

30.0 

100.0 

(474) 

1.0 

(727) 

21 J 

205 

Colt  Industries 

29.7 

75.6 

[608) 

3.7 

[550) 

50..? 

206 

United  Telecom 

29.6 

76.2 

[602) 

8.8 

(299) 

156.0 

207 

Walgreen 

29.5 

59.1 

(720) 

1.4 

(711) 

17.1 

207 

Ashland  Oil 

29.5 

314.0 

[  88) 

3.1 

[588) 

138.9  r 

Crown  Zellerbach 

29.5 

106.8 

(443) 

2.6 

(616) 

88.6 

210 

Esmark 

29.4 

104.6 

(452) 

3.2 

[581) 

59.3 

211 

Corning  Glass  Works 

29.4 

54.5 

(740) 

3.3 

[575) 

55.0 

212 

Travelers 

29.2 

335.8 

(  82) 

12.3 

(207) 

821.8 

213 

Albertson's 

29.0 

120.0 

(371) 

1.7 

(689) 

24.5 

Loews 

28.8 

153.3 

(267) 

9.2 

(283) 

344.51 

215 

St  Regis  Paper 

28.8 

98.0 

(483) 

6.2 

|412| 

97.0 

216 

Southern  Company 

28.4 

149.6 

(275) 

11.5 

(223) 

436.5 

217 

Eli  Lilly 

28.4 

97.8 

(484) 

13.2 

(187) 

102.4) 

218 

Grumman 

28.2 

67.9 

(665) 

0.7 

(740) 

38.1 

Z1V 

Fruehaui 

28.1 

77.5 

(595) 

0.8 

(734) 

55.51 

220 

Gould 

28.0 

66.3 

(674) 

3.4 

(568) 

57.2 

221 

Heublein 

27.8 

57.2 

(729) 

3.2 

(581) 

40.3 

222 

Transamerica 

27.7 

150.0 

(273) 

8.0 

(321) 

326.4 

223 

Morrison-Knudsen 

27.5 

74.8 

(612) 

1.3 

(718) 

2IS.6 

 4 

>  .vi 

27.5 

70.5 

(642) 

2.1 

(656) 

39.2 

225 

Schering-Plough 

27.2 

66.5 

(672) 

6.6 

(393) 

84.0! 

226 

Manville 

27.0 

81.0 

(578) 

2.2 

(648) 

85.1 

227 

White  Consolidated 

27.0 

80.6 

(580) 

2.3 

(641) 

47.1 

228 

Times  Mirror 

27.0 

79.1 

(588) 

5.6 

(447) 

71.1 

229 

Pitney  Bowes 

26.9 

52.6 

(748) 

2.6 

(616) 

45.2 

230 

Allis-Chalmers 

26.8 

76.3 

(601) 

-1.1 

(763) 

59.5 

231 

Natl  Medical  Entrprs 

26.8 

33.4 

(792) 

1.9 

(670) 

32.4 

232 

Uniroyal 

26.7 

84.7 

(550) 

1.7 

(689) 

54.6 

233 

Pacific  Gas  &  Elec 

26.6 

232.7 

(154) 

21.2 

(114) 

464.5 

234 

General  Instrument 

26.6 

36.0 

(789) 

3.4 

(568) 

29.1 

235 

American  Elec  Power 

26.5 

158.1 

(260) 

13.9 

(181) 

436.1 

236 

Jack  Eckerd 

26.5 

66.1 

(677) 

3.0 

(594) 

24.3 

236 

Zenith  Radio 

26.5 

48.1 

(771) 

0.6 

(745| 

28.0 

238 

Avco 

26.5 

87.9 

(533) 

2.7 

(611) 

229.1 

239 

Security  Pacific 

26.4 

159.5 

(256) 

7.8 

(330) 

1248.0 

240 

General  Signal 

26.3 

64.7 

(686) 

4.5 

(499) 

46.5 

241 

Kaiser  Alum  &  Chem 

26.3 

122.9 

(357) 

5.1 

(466) 

146.1 

242 

Stop  &  Shop 

26.0 

83.4 

(563) 

0.9 

(730) 

18.0 

243 

Dun  &  Bradstreet 

25.9 

51.4 

(754) 

4.7 

(486) 

34.9 

244 

Sterling  Drug 

25.7 

69.7 

(649) 

5.1 

(466) 

49.2 

245 

Mfrs  Hanover 

25.6 

292.5 

(  99) 

9.9 

[257) 

2312.9 

246 

Brunswick 

25.5 

42.6 

(776) 

2.6 

(616) 

40.6 

246 

Brown  Group 

25.5 

52.5 

(749) 

2.2 

(648) 

23.2 

246 

Time  Inc 

25.5 

129.3 

(335) 

5.8 

(432) 

108.0 

300 


FORBES,  MAY  10, 


The  flounder's  markings  make  it  almost  invisible  on  the  ocean's  floor. 


Take  a 
Closer 

,     "W       If  that  d 

Look. 


Field  &  Stream  reaches  more 
men  per  dollar  than  any  other 
major  men's  publication. 

Look  carefully,  or  you'll  miss  a  great  deal.  Be- 
cause Field  &  Stream  reaches  more  big 
spending  males  for  your  ad  dollar  than 
Playboy,  Penthouse,  Time,  Newsweek,  U.S. 
News,  Sports  Illustrated  or  Outdoor  Life, 
doesn't  make  you  stop  and  take  notice,  consider 
of  our  nearly  9  million  readers,  almost  half  don't 
read  those  other  magazines.  That's  an  exclusive 
market  you  can  only  reach  with  Field  &  Stream.  Con- 
sider, too,  the  lively,  thought-provoking  edi- 
torial content  which  has  been  a  hallmark  of  our 
success  for  over  8  decades. 


Field  Stream 


Don't  overlook  the  obvious. 


Ranking  The  Forbes  500's — Jobs  And  Productivity 


Rank 


Employees  Per  employee  ($000)  

Company     (000|      Sales  (rank!  Profits  (rank)  Assets  (rankl 


Rank 


Employees 
Company  (000) 


 Per  employee  ($000]  

Sales  (rank)  Profits  (rank)  Assets 


Z4V 

( /an  net  t 

i  ^  n 

iJ.U 

■id  7 

(739) 

6.9 

'380) 

57.9 

[583) 

250 

Harris  Corp 

25.0 

62.2 

(698) 

4.2 

516) 

52.7 

[621) 

251 

Norton 

24.9 

53.7 

(744| 

3.8 

(542) 

"41.0 

(690) 

Walt  Disney 

24  5 

41 .0 

780) 

5.0 

[473) 

65.7 

549) 

253 

Mead 

24.4 

1 18.8 

[377) 

4.4 

[508) 

89.9 

[469) 

254 

Dillon  Companies 

24  1 

103.6 

[4541 

1.7 

689) 

20.7 

786) 

255 

Lear  Siegler 

24.0 

63.7 

[694) 

3.2 

[581) 

36.0 

(726) 

256 

Tandy 

24.0 

70.5 

(642) 

7.1 

(370) 

39.0 

(706) 

256 

Wheelabrator-Frye 

24.0 

64.5 

690) 

3.8 

542) 

73.3 

520) 

258 

Tektronix 

24  0 

44  3 

[775) 

3.3 

575) 

39  8 

[700) 

259 

Amfac 

24.0 

89.7 

(526) 

1.8 

[676) 

57.3 

(588) 

260  Owens-Corning  Fbrgls 

23.8 

99.8 

1475) 

2.1 

[656) 

67.3 

[541) 

261 

Baker  International 

23.7 

90.4 

(517) 

9.5 

[269) 

76.4 

[513) 

262 

Jim  Walter 

23.5 

90.3 

5201 

0.8 

734) 

154.0 

378) 

262 

Amer  Medical  Intl 

23.5 

38.9 

7871 

2.2 

648) 

41.9 

[686) 

264 

West  Point-Pepperell 

22.9 

53.3 

746) 

1 .8 

676) 

27.2 

759) 

265 

Consolidated  Edison 

22.9 

212.3 

176) 

19.5 

128) 

337.3 

[313) 

266 

Hercules 

22.9 

119.0 

(376) 

6.0 

[419) 

87.4 

(478) 

267 

Campbell  Taggart 

22.8 

55.1 

736) 

1.8 

[676) 

22.5 

[780) 

268 

Squibb 

22.5 

67.7 

666) 

4.9 

[476) 

86.7 

[482) 

269 

Square  D 

22.4 

51.2 

756) 

4.6 

492) 

36.3 

[724) 

270  Armstrong  World  Inds 

22.2 

62.1 

700) 

2.1 

[656) 

42.3 

[684) 

271 

Carnation 

22.1 

151.5 

(271) 

7.8 

(330) 

74.3 

(519) 

272  Norfolk  &  Western  Ry 

22.1 

81.6 

576) 

13.2 

187) 

144.6 

390) 

273 

SmithKline  Beckman 

22.1 

90.0 

521) 

16.8 

156) 

85.4 

484) 

274 

Cummins  Engine 

22.0 

89.2 

!529) 

4.5 

499) 

64.4 

'553) 

275 

Continental  Corp 

21.9 

158.3 

[258) 

9.3 

[277) 

368.6 

[303) 

276 

Upjohn 

21.7 

87.7 

[535) 

8.4 

[314) 

89.4 

(470) 

277 

Missouri  Pacific 

21.7 

1 16.4 

393) 

9.0 

296) 

140.0 

394) 

278 

Timken 

21.6 

66.2 

[676) 

4.7 

[486) 

51.1 

'636) 

279 

ENSERCH 

21.5 

156.5 

264) 

9.2 

283) 

125.2 

:409) 

280 

American  Intl  Group 

21.4 

147.4 

[282) 

16.1 

162) 

371.8 

[301) 

281 

Whirlpool 

21.2 

114.9 

(400) 

5.9 

(427) 

53.5 

(615) 

282 

AMF 

21.2 

60.0 

[715) 

1 .4 

711) 

44.9 

[673) 

283 

Parker-Hannifin 

21.2 

52.2 

750) 

3.0 

594) 

36.7 

[718) 

284 

Becton,  Dickinson 

21.1 

50.6 

760) 

3.6 

556) 

47.7 

'659) 

285 

American  Motors 

21.0 

123.3 

[354) 

-6.5 

[778) 

52.4 

[626) 

286 

Chesebrough-Pond's 

21.0 

72.9 

1623) 

5.5 

[449) 

50.5 

(643) 

287 

NL  Industries 

20.9 

1 17.7 

384) 

15.1 

172) 

109.8 

'432) 

288 

Olin 

20.7 

96.9 

488) 

4.5 

[499) 

78.4 

(509) 

289 

Continental  Tel 

20  6 

77  9 

/  /  .z 

7  n 

172  1 

364) 

290 

Southern  Railway 

20.6 

87.0 

(538) 

10.3 

;244) 

1677 

(367) 

291 

Scott  Paper 

20.4 

113.2 

(406) 

6.5 

(398] 

112.7 

(429) 

292 

Kellogg 

20.3 

1 14.3 

(404) 

10  1 

253) 

63.0 

(560) 

293 

Sherwin-Williams 

zu.z 

7  A  9 

f  O.Z 

IA091 
jOUZJ 

1  A 

\fS3l\ 

,oy  / 1 

49  O 

Ooo  1 

294 

AMAX 

20  2 

loo.y 

1  3  OH  1 

pjo  J 

11.3 

i^-Zo  J 

9  7H  \ 
z  /  U.O 

295 

Koppers 

20.1 

100.4 

(469) 

2.6 

(616) 

66.0 

(546) 

296 

A  C  Nielsen 

19.9 

29.1 

(794) 

1.8 

(676) 

20.3 

(787) 

297 

Black  &  Decker 

19.9 

72.1 

(631) 

3.3 

(575) 

58.7 

(581) 

298 

Duke  Power 

19.8 

96.2 

(492) 

16.9 

[155) 

329.1 

(316) 

299 

Cities  Service 

19.6 

436.8 

(  51) 

-2.5 

(769) 

309.1 

(326) 

300 

Revco  D  S 

19.3 

68.1 

(663) 

2.3 

(641) 

23.2 

(774) 

300 

lohnson  Controls 

19.3 

58.6 

|722) 

2.5 

[625) 

41.1 

(689) 

302 

AMP 

19.2 

64.5 

(689) 

7.0 

(373) 

53.5 

(615) 

303 

Marsh  &  McLennan 

19.1 

44.4 

(774| 

6.3 

|408| 

52.0 

(628) 

304 

kiii"lit-l^if1fit*r  \Ipwc 
l\.  1 1  1     1  1  l    t\  1  U  u  t  I  1SCWS 

19.0 

65.2 

684) 

5.3 

J  1.3 

305 

Union  Oil  California 

19.0 

566.5 

30) 

41.7 

27) 

400.' 

306 

Chemical  New  York 

19.0 

298.3 

95) 

10.8 

237) 

2368.C 

307 

rv  >  ui  i    ■  \  ■  i  v  ill 

18.9 

102.9 

457) 

3.9 

535) 

93.1 

308 

18.7 

63.8 

692) 

1  2 

'  zz  J 

36  * 

309 

Roadway  Express 

18.6 

60.8 

712) 

3.9 

535) 

34  ( 

310 

Super  Valu  Stores 

18.5 

249.7 

126) 

3.5 

562) 

37.C 

311 

Mercantile  Stores 

18.5 

68.6 

660) 

3.1 

588| 

38.! 

312 

\  1 1  1 1  St  i  ii  (\  \  t  il 

•  1ILU  'IdllUdlU 

18.4 

137. 1 

316) 

3  1 

588) 

49  t 

313 

Fairrniln  f nrliKtnpc 

1  dllLllllU  1I1UU9111C9 

18.4 

73.0 

619) 

3.5 

562) 

314 

Gettv  Oil 

18.2 

707.2 

21) 

47.0 

23) 

5 23 .3 

315 

Anheuser-Busch  Cos 

18.0 

213.2 

174) 

12.0 

213) 

159.^ 

316 

Wells  Fargo 

17.8 

185.5 

[216) 

7.0 

(373) 

1302.« 

317 

II  ^  fivn*iiim 

17.8 

83.8 

559) 

4.2 

516) 

64.3 

318 

n i am nnn  Intl 

it  lUllMJllvl  11111 

17.7 

72.8 

624) 

1.8 

676) 

52.7 

319 

I  ihncv^Owpnc^Pnrn 

IjluUCy    vy  VVCII3  1  UIU 

17.6 

69.7 

649) 

0.7 

740) 

50.7 

320 

Stanley  Works 

17.6 

57.5 

[727) 

3.2 

[581) 

38.C 

321 

Anderson,  Clayton 

17.6 

110.0 

[418) 

2.9 

600| 

51.C 

322 

MCA 

17.5 

82.9 

[567) 

5.1 

[466) 

145.3 

322 

Warnpr  Pnmmnn 

WdlllCI    V  Ullllllllll 

17.5 

1 85.0 

219) 

12.9 

190) 

1  59  t 

l  JZ.C 

324 

EG&G 

17.5 

40.3 

782) 

2.0 

[664) 

12.S 

325 

Crane 

17.4 

92.5 

(508) 

3.1 

(588) 

55.3 

326 

Hughes  Tool 

17.3 

101.7 

(463) 

14.8 

(175| 

118.2 

327 

RpYnnrn 

17.3 

65.4 

[683) 

2.2 

[648) 

45.4 

328 

v    Mil  lUI    I  1  CI  Ell  I  »  »  U  >  ■ 

17.2 

66.7 

[671) 

7.4 

'355) 

48.3 

329 

Polaroid 

17.1 

82.9 

(567) 

1.8 

(676) 

83.8 

330 

Foremost-McKesson 

17.1 

242.4 

[143) 

4.1 

[519) 

74i 

331 

Commonwlth  Edison 

17.0 

220.0 

(167) 

26.5 

(  74) 

721.S 

332 

Rvans  Prnnnpf  s 

17.0 

86.7 

[541) 

0.9 

[730) 

55.< 

333 

Pc  r  rn 1  i n  p 

1  L  l  1  WIU  III 

16.8 

1 1 1 .5 

[413) 

5.9 

14971 

(HZ  /  | 

54.8 

334 

1H  I  K  1  IV  Id  1  V.U1U 

16.8 

138.4 

310) 

-07 

760) 

510.4 

334 

Whittaker 

16.8 

99.5 

(477) 

4.1 

(519) 

51.1 

336 

Foster  Wheeler 

16.7 

100.1 

(473) 

3.8 

(542) 

57.4 

337 

art  Fniiinni  e n  t 

V-  la  I IV   I_  UlUllltlll 

16.4 

82.7 

[569) 

1.8 

(676) 

63.C 

338 

Intel 

16.4 

48.2 

(770) 

1.7 

(689) 

53.3 

339 

CI  n  Sparle 

16.3 

57.8 

(726) 

6.4 

(404) 

67.1 

339 

Ex-Cell-O 

16.3 

69.0 

(654) 

3.5 

(562) 

44.2 

341 

Mattel 

16.3 

69.8 

(648) 

2.4 

1634) 

39.8 

342 

Pittctnn 

ill  19  UMI 

16.1 

138.4 

(310) 

2.7 

(611) 

83.4 

343 

Air  Prods  Phpms 

/Til    1  11SU9    Or    V.    IH  II!  l 

16.0 

98. 1 

[482) 

7.9 

(326) 

1 17.3 

344 

S^iinnstrHTiH 

>ullU>ll.ilKi 

15.9 

66.0 

(678) 

6.0 

141 91 

56.3 

345 

Cessna  Aircraft 

15.8 

66.9 

(670) 

3.8 

(542) 

41.5 

346 

Harsco 

15.8 

73.3 

(616) 

3.9 

(535) 

44.4 

347 

15.8 

168  1 

242) 

4.0 

'529) 

1424.4 

348 

Union  Camp 

15.5 

107.2 

[438) 

10.9 

(233) 

1 14.5 

349 

A  L'  , » ti  'i 

15.5 

76.5 

[600) 

0.7 

740) 

53.9 

350 

Perkin-Elmer 

15.3 

72.7 

(625| 

5.1 

(466) 

54.7 

351 

Westvaco 

'l5.3 

101.2 

(466) 

6.6 

(393) 

82.4 

352 

Ethyl 

15.2 

115.8 

(395) 

6.0 

(419) 

83.2 

353 

R  R  Donnelley  &  Sons 

15.1 

82.4 

(572) 

5.2 

[464) 

57.3 

354 

Texas  Utilities 

15.0 

182.7 

(225) 

24.0 

1  83) 

487.5 

355 

Phelps  Dodge 

14.9 

96.4 

(490) 

3.9 

[535) 

1437 

356 

Louisiana-Pacific 

14.8 

69.4 

[652) 

1.8 

[676) 

82.1 

357 

Crown  Cork  &  Seal 

14.7 

93.3 

(504| 

4.4 

[508) 

59.9 

358 

Republic  Airlines 

14.5 

99.6 

[476) 

-3.2 

[772| 

79.4 

302 
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Do  you  have  the  leader  in  your  portfolio? 
How  about  a  unique  growth  company? 


MASCO'S 
THE  ONE* 

.  the  one  that  has  increased  its  earnings  for  25  consecutive  years; 


the  one  with  a  special  record  of 
growth;  (of  all  companies  listed  on  the 
New  York  Stock  Exchange,  having  25 
consecutive  years  of  increases  in  net 
income  and  publicly  owned  during  that 
period,  the  leader  in  average  annual 
earnings  growth  for  the  period 
1957-1981)  is: 

1.  MASCO  CORPORATION  36.1% 

2.  Xerox  Corporation  27.8 

3.  Baxter Travenol  Laboratories,  Inc.  24.6 

4.  Perkin-Elmer  Corporation   23.0 

5.  Petrolanelnc  22.1 

6.  American  Hospital  Supply  Corp.      1 8.2 

7.  Bristol-Myers  Co  17.4 

8.  Philip  Morris  Inc   17.2 

9.  Beatrice  Foods  Co  17.1 

1 0.  Central  Louisiana  Energy  Corp.  16.3 
1  LChesebrough-Pond's  Inc   15.6 

12.  PepsiCo  Inc  15.6 

13.  Carnation  Co   11.8 

1 4.  American  Home  Products  Corp.  11.7 

15.  Kellogg  Co   10.9 

Source  Standard  &  Poor's  Corporation 


. .  the  one  whose  after-tax  margins  are 
twice  that  of  the  average  manufacturing 
company; 

■ .  the  one  positioned  for  the  future  with 
approximately  80  percent  of  current 
sales  represented  by  leadership 
positions  in  such  areas  as  the  building, 
do-it-yourself  and  energy-related 
markets;  and 

. .  the  one  that  is  forecasting  a  doubling 
of  sales  over  the  next  five  years. 


Join  those  considering  leadership 
stocks  in  their  investment  portfolios 
by  writing  for  Masco's  Annual  Report. 

For  your  copy,  write  to: 

John  C.  Nicholls,  Jr.,  Treasurer 
Masco  Corporation 
Department  100 
21001  Van  Born  Road 
Taylor,  Ml  48180 


MASCO  CORPORATION 


Ranking  The  Forbes  500's — Jobs  And  Productivity 


Rank 


Employees 
Company  1000) 


 Per  employee  ($000|  

Sales  (rank)  Profits  (rank)  Assets  (rank) 


359 

Data  General 

14.5 

50.8 

(759) 

2.8 

(603) 

49.6 

(649) 

360 

So  New  England  Te! 

14.4 

69.6 

(651) 

7.6 

(347) 

131.2 

(401) 

361 

So  Calif  Edison 

14.4 

282.3 

(104) 

34.1 

(  45) 

607.7 

(218) 

362 

Tiger  International 

14.4 

1 13.1 

[407) 

-1.2 

[  766) 

188.2 

(356) 

363 

First  Natl  Supermkts 

14.3 

86.3 

[545) 

0.5 

[748) 

13.7 

(796) 

363 

Giant  Food 

14.3 

1 18.2 

(381) 

1.2 

(722) 

27.5 

(758) 

365 

McGraw-Hill 

14.2 

77.9 

(593) 

6.9 

(380) 

61.7 

(565) 

366 

Dravo 

13.9 

108.9 

(428) 

1.2 

(722) 

51.9 

(629) 

367 

Wang  Laboratories 

13.8 

62.1 

[700) 

5.7 

[443) 

64.8 

(551) 

368 

Diamond  Shamrock 

13.7 

245.6 

[133) 

8.8 

[299) 

219.4 

(349) 

369 

Joy  Manufacturing 

13.7 

80.0 

[583) 

6.4 

(404) 

61.6 

(567) 

370 

Cincinnati  Milacron 

13.6 

68.7 

(659) 

4.5 

(499) 

52.6 

(623) 

371 

Lincoln  National 

13.6 

221.0 

(165) 

9.8 

(260) 

666.0 

(206) 

372 

Auto  Data  Processing 

13.5 

41.4 

[777) 

3.5 

[562) 

36.3 

(724) 

373 

Central  Tel  &  Utils 

13.5 

75.8 

(606) 

7.8 

[330) 

151.2 

(384) 

374 

NLT 

13.4 

61.4 

(708) 

9.3 

(277) 

344.7 

(308) 

375 

Storage  Technology 

13.4 

69.0 

(654) 

6.2 

(412) 

80.2 

(507) 

376 

Rohm  &  Haas 

13.3 

141.3 

(299) 

7.0 

(373) 

101.1 

(451) 

377 

Western  Union 

13.3 

68.1 

[663) 

4.4 

[508) 

140.3 

(393) 

378 

Amet  Broadcasting 

13.2 

183.4 

[220) 

11.1 

[229) 

120.3 

(414) 

379 

National  Distillers 

13.0 

130.8 

[331) 

10.5 

[240) 

131.1 

(402) 

380 

Kemper 

13.0 

159.7 

[254) 

6.2 

(412) 

291.5 

(332) 

380 

Dillingham 

13.0 

125.2 

[347) 

2.1 

(656) 

64.3 

(555) 

382 

Dover 

13.0 

78.9 

(589) 

7.4 

(355) 

43.2 

(682) 

383 

Northwest  Airlines 

12.9 

143.5 

[296) 

0.8 

[734) 

1 15.5 

(422) 

384 

Richardson-Vicks 

12.9 

84.3 

[554) 

6.4 

[404) 

59.2 

(579) 

385 

Middle  South  Utils 

12.8 

215.7 

(170) 

21.9 

[105) 

647.4 

(209) 

386 

Stauffer  Chemical 

12.8 

134.9 

(320) 

11.7 

[220) 

159.0 

(374) 

387 

Consumers  Power 

12.7 

214.7 

[171) 

19.5 

[  128) 

539.8 

(242) 

388 

Pub  Svc  Elec  &.  Gas 

12.6 

274.6 

[109) 

20.9 

[116) 

575.7 

(227) 

389 

Zale 

12.6 

65.6 

[680) 

5.8 

[432) 

55.6 

(604) 

390 

ASARCO 

12.5 

122.5 

[360) 

4.0 

[529) 

167.4 

(368) 

390 

Federal  Co 

12.5 

88.0 

(532) 

1.6 

(697) 

25.4 

(767) 

390 

Northwest  Bancorp 

12.5 

152.3 

[269) 

8.0 

[321) 

121 1.3 

(  92) 

393 

Continental  Illinois 

12.5 

503.5 

39) 

20.4 

[122) 

3762.3 

[  13) 

394 

Oak  Industries 

12.5 

40.6 

[781| 

2.4 

(634) 

48.8 

(656| 

395 

Newmont  Mining 

12.5 

72.5 

[626) 

6.5 

[398) 

155.2 

(377) 

396 

Hershey  Foods 

12.4 

116.7 

[389) 

6.5 

[398) 

64.9 

(550) 

397 

Hammermill  Paper 

12.4 

1 13.1 

[407) 

3.8 

[542) 

68.0 

(539) 

398 

Bankers  Trust  NY 

12.1 

384.4 

63) 

15.5 

[168) 

2824.7 

(  20) 

399 

Gt  Northern  Nekoosa 

12.1 

123.4 

[353) 

7.8 

[330) 

108.1 

(4331 

400 

First  Natl  Boston 

12.1 

244.6 

1135) 

9.8 

[260) 

1394.9 

(  69) 

401 

Avnet 

12.0 

109.7 

(423) 

5.7 

[443) 

53.3 

(617) 

401 

Fischbach 

12.0 

93.2 

[505) 

1.9 

(670) 

36.4 

(720) 

401 

CBI  Industries 

12.0 

76. 7 

[599) 

7.0 

[373) 

84.4 

(488) 

404 

National  Can 

12.0 

128.1 

(340) 

2.1 

(656) 

64.4 

(553) 

405 

Houston  Natural  Gas 

11.9 

244.2 

;i38) 

20.1 

[125) 

185.1 

(359) 

406 

Columbia  Gas  System 

11.8 

373.9 

I  66) 

16.5 

(158) 

390.0 

(295| 

407 

General  Public  Utils 

11.8 

175.6 

(231) 

1.7 

(689) 

429.8 

(283) 

408 

)  P  Morgan 

11.7 

579.6 

(  28) 

29.7 

(  62) 

4576.9 

(  6) 

409 

Smith  International 

11.7 

102.3 

(461) 

11.4 

(226) 

88.7 

(473) 

410 

Genuine  Parts 

11.6 

136.1 

(318) 

6.7 

(386) 

50.3 

(644) 

411 

Florida  Power  &  Lt 

11.6 

266.1 

[117] 

19.3 

[130) 

527.4 

(243) 

412 

Rollins 

11.6 

39.2 

(785) 

3.8 

(542) 

27.0 

(762) 

412 

Amer  Nat  Resources 

11.6 

249.7 

1126) 

11.9 

(217) 

328.3 

(317) 

Rank 


Employees   Per  employee  ($000) — - 

Company     (000)      Sales  (rank)  Profits  (rank)  Asset 


464  Geosource 

465  Charter 

466  Tecumseh  Products 

467  Baltimore  Gas  &  Elec 

468  American  Natl  Ins 


8.9 

81.9 

(574) 

6.6 

(393) 

59.' 

8.9 

556.1 

(  31) 

0.9 

(730) 

174.: 

8.8 

92.3 

(5091 

6.7 

(386) 

50.1 

8.8 

161.6 

(251) 

17.0 

(153) 

371.' 

8.8 

73.1 

(617) 

8.1 

(320) 

337.« 

414 

Waste  Management 

11.5 

67.2 

669) 

7.3 

358) 

72. 

415 

Wheeling-Pitts  Steel 

11.4 

100.6 

468) 

2.8 

603) 

97. 

416 

Farmers  Group 

11.4 

48.7 

764) 

10.5 

240) 

136. 

417 

Texas  Gas  Transmn 

1 1.3 

234.2 

152) 

1 1.6 

[221 ) 

153. 

418 

\  i      1  o.     II  .1 

Malone  &  Hyde 

1 1.3 

190.0 

200) 

1.6 

697) 

55 

419 

Kerr-McGee 

1 1.2 

340.3 

77) 

18.8 

134) 

303. 

420 

Electronic  Data  Sys 

11.2 

40.2 

783) 

3.4 

568) 

22. 

421 

Braniff  Intl 

11.1 

106.7 

[445) 

-14.4 

783) 

90. 

422 

Va  Electric  &  Power 

1 1.0 

195.9 

193) 

21.5 

[1 10) 

639. 

423 

PACCAR 

1 1.0 

157.7 

[262) 

7.7 

[339) 

77. 

424 

Bausch  &  Lomb 

1 1.0 

48.5 

[767) 

0.9 

[730) 

39. 

424 

Raymond  Intl 

11.0 

99.3 

[478) 

1.4 

(711) 

37. 

426 

E  F  Hutton  Group 

11.0 

131.7 

[327) 

7.2 

(363) 

514. 

427 

Safeco 

10.9 

131.7 

[327) 

10.1 

[253) 

24,s 

428 

Detroit  Edison 

10.9 

188.5 

[209) 

21.5 

[1 10) 

606. 

429 

First  Chicago 

10.8 

399.0 

!  58) 

10.9 

[233) 

3095.! 

430 

InterNorth 

10.8 

339.3 

(  79) 

22.6 

1  98) 

353. 

431 

Morton-Norwich 

10.8 

89.1 

(530) 

4.9 

(476) 

64. 

432 

Marine  Midland  Bks 

10.6 

233.5 

[153) 

7.6 

[347) 

1756., 

433 

Cameron  Iron  Works 

10.6 

87.4 

[536) 

10.3 

[244) 

102. 

434  Intl  Minerals  &  Chem 

10.6 

187.3 

[211) 

14.5 

[176) 

186. 

435 

U  S  Air 

10.6 

105.0 

(451) 

4.8 

(480) 

83. 

436 

Pennzoil 

10.3 

259.8 

(120) 

21.5 

(HOI 

290. 

437 

GATX 

10.2 

116.6 

(391) 

6.7 

(386) 

282. 

438 

Baldwin-United 

10.2 

244.3 

( 136) 

7.8 

(330) 

486. 

439 

Central  Soya 

10.2 

194.5 

(196) 

2.0 

(664) 

57. 

440 

First  Bank  System 

10.0 

178.4 

(228) 

9.6 

(268) 

1485. 

441 

Paine  Webber 

9.9 

103.7 

(453) 

1.6 

(697) 

323. 

442 

Wilson  Foods 

9.9 

234.9 

(151) 

-3.7 

(773) 

27. 

443 

Niagara  Mohawk  Pwr 

9.8 

219.5 

[168) 

22.5 

(  99) 

426.! 

444 

Potlatch 

9.8 

89.9 

(522) 

5.9 

(427) 

121. 

444 

Crum  &  Forster 

9.8 

196.6 

(190) 

18.0 

(144) 

424. 

446 

Phila  Electric 

9.8 

248.9 

(129) 

28.4 

(  66) 

644.' 

447  Deluxe  Check  Printers 

9.7 

51.7 

(752) 

5.5 

(449) 

3lj 

448 

Lone  Star  Industries 

9.7 

94.6 

(497) 

5.8 

(432) 

121. 

449 

Masco 

9.7 

90.4 

(517) 

9.1 

(290) 

96. 

450 

Pacific  Lighting 

9.7 

346.6 

(  73) 

12.7 

(196) 

279.! 

451 

Bally  Manufacturing 

9.7 

89.8 

(523) 

8.5 

(310) 

73. 

452 

ConAgra 

9.5 

144.5 

(292) 

2.8 

(603) 

52. 

453 

Toys  "R"  Us 

9.5 

82.5 

(571) 

5.1 

(466) 

46. 

454 

Eastern  Gas  &  Fuel 

9.5 

122.5 

(360) 

6.4 

(404) 

129.. 

454 

Irving  Bank 

9.5 

252.9 

(125) 

10.3 

(244) 

1928, 

456 

St  Paul  Companies 

9.4 

209.8 

(180) 

17.0 

(153) 

489.< 

457 

Pantry  Pride 

9.3 

132.5 

(325) 

-1.1 

(763) 

24. 

458 

Pneumo 

9.2 

118.3 

(380) 

1.9 

(670) 

40. 

459 

Houston  Industries 

9.2 

338.1 

(  80) 

23.6 

(  89) 

57l] 

460 

Parsons 

9.2 

129.5 

(334) 

4.1 

(519) 

45.. 

461 

Amerada  Hess 

9.0 

1041.1 

(  ID 

23.6 

(  89) 

700.! 

462 

Browning-Ferris  Inds 

9.0 

73.4 

(615) 

5.4 

(455) 

66.; 

463 

Fleming  Companies 

9.0 

378.9 

I  65) 

2.9 

(600) 

45.! 

304 
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175.  $10.95 


Gaining  On 
The  Market 


mm 


"S3BP 


223.  $14.95 


293.  $12.95    393.  $14.95 


■rfSgJWb   _-rrj  I 

308.   $14.95   295.  $17.95     401.   $11.95    392.   $14.95    165.  $16.95 

How  to  Have 
Smarter  Money. 


IJEADER 


'StllSTRASSEU 

dp 


324.   $9.95      302.  $17.95 


299.   $15.95     270.  $13.95 


Si 


Mia 


261.   $16.95    399.  $10.95 


211.   $19.95    410.   $15.50    100.   $12.95    110.   $21.95        390.  $24.95       268.   $27.50     219.  $12 


140.  $9.95 


201.   $22.50       408.   $12.95    256.   $12.95    298.   $16.95       247.   $14.95     366.  $10.95      264.   $11.95     281.  $16.95 


«SS  Wealth 
atus  nand 
Poverty 


176.  $12.95       113.  $12 


GEORGE 
WILDER 


274.  $16.95     400.   $16.95     405.  $12.95 


'n  todays 
J'*Mart«* 


$11.95    409.   $18.50    370.   $14.95     245.  $10.95 


Any  3  books  for  $1  each  - 

when  you  join  Fortune  Book  Club  and  agree 
to  buy  3  more  books  in  the  next  two  years. 

•  As  a  member,  you  receive  the  Fortune  Book 
Club  Newsletter  15  times  each  year  (about  every 

3  Vi  weeks).  Each  issue  reviews  a  new  Main  Selection 
plus  scores  of  Alternates.  Many  books  are  offered  at 
substantial  discounts. 

•  If  you  want  the  Main  Selection  do  nothing.  It 
will  be  shipped  to  you  automatically.  If  you  want 
one  or  more  Alternate  books— or  no  book  at  all- 
indicate  your  decision  on  the  Reply  Form  always 
enclosed  and  return  it  by  the  date  specified. 

•  Return  privilege.  If  the  Newsletter  is  delayed 
and  you  receive  the  Main  Selection  without  having 
had  10  days  to  notify  us,  you  may  return  it  for 
credit  at  our  expense. 

•  Cancellations.  Membership  may  be  discon- 
tinued, either  by  you  or  the  Club,  at  any  time  after 
you  have  purchased  3  additional  books. 

•  The  cost  of  books  that  you  purchase  from  the 
Fortune  Book  Club  for  use  in  your  trade  or 
business  may  be  deductible  for  federal  income  tax 
purposes. 


Fortune  Book  Club.  Operated  by  Book-of-the-Month  Club,  Inc.,  Camp  Hill,  Pennsylvania  17012. 

Please  enroll  me  in  Fortune  Book  Club  and  send  the  three  choices  Tve  listed  below.  Bill  me  $3,  plus 
shipping  and  handling  charges.  I  agree  to  buy  at  least  three  additional  Selections  or  Alternates 
during  my  next  two  years  as  a  member.  A  shipping  and  handling  charge  is  added  to  each  shipment. 
Indicate  by  number  the  three  books  you  want. 


Mr. 
Ms.. 


(Please  print  plainly) 


Address. 


Suite, 
Floor, 
_Apt  


FB  314-5 


Name  of  Company. 
City  & 

State  


(If  you  want  subscription  sent  to  office) 


!-09 


_Zip_ 


Signature. 


BookClub 


ortune  is  a  trademark  ot  Time  Incorporated  Prices  shown  are  publishers'  U  S  prices  Outside  the  U  S  ,  prices  are  generally  somewhat  htghe 
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469 

Pacific  Pwr  &  Lt 

8.8 

146.6 

;285) 

19.1 

132) 

457.1 

[274) 

470 

USF&G 

8.7 

268.2 

;  1 1 4) 

19.3 

[130) 

545.0 

[240) 

471 

Engelhard 

8.6 

254.9 

;i24) 

8.3 

[315) 

•  82.0 

[500) 

472  Central  &  South  West 

8.5 

242.7 

;i42) 

24.1 

80) 

548.2 

238) 

*♦/  o 

A  mi'nr  in  f^pnpflll 
r\  1 1 1 1  I II  dt  1  ucucial 

8.4 

285.5 

;io2) 

20.2 

123) 

965.8 

[140) 

474 

Wiffii  Plipmini 

TTllVU  \.  (ICIllI^tll 

8.3 

155.4 

;266) 

4.6 

[492) 

87.3 

[480) 

475 

El  Paso 

8.3 

473.8 

1  46) 

17.8 

147) 

449.8 

[275) 

476 

Amstar 

8.1 

244.8 

;i34) 

9.1 

[290) 

83.1 

(495) 

477 

Federal  Express 

8.1 

73.0 

;6i9) 

7.3 

[358) 

70.6 

(533) 

478 

Raychem 

8.0 

66.0 

1678) 

4.5 

[499) 

56.1 

(600) 

479 

Gelco 

7-9 

108.0 

[435( 

6.5 

[398) 

276.7 

[338) 

480 

Northeast  Utilities 

7.9 

210.7 

179) 

12.1 

211) 

502.9 

[251) 

481 

Penn  Power  &  Light 

7.9 

144.3 

;293) 

29.5 

64) 

638.2 

[213) 

482 

George  A  Hormel 

7.8 

182.7 

|225) 

3.5 

[562) 

54.2 

[613] 

483 

Seafirst 

7.8 

182.7 

|225) 

9.8 

[260) 

1378.5 

[  71) 

484 

Chubb 

7.7 

182.9 

;224) 

13.4 

[186) 

378.2 

(299) 

485 

Cabot 

7.7 

212.1 

[177) 

14.4 

[179) 

164.6 

(370) 

486 

Bank  of  New  York 

7.6 

196.2 

191] 

7.6 

[347) 

1504.1 

[  61) 

487 

Ohio  Edison 

7.6 

168.7 

|239) 

24.1 

80) 

587.4 

[222) 

488 

M/A-Com 

7.5 

68.3 

(661) 

5.3 

[459) 

68.7 

(537) 

489 

Consol  Natural  Gas 

7.5 

364.3 

68) 

20.2 

123) 

379.2 

[298) 

490  Alex  an dt  r  &  Alexander 

7.5 

61.1 

710) 

7.7 

[339) 

113.7 

[428) 

491 

Capita!  Holding 

7.4 

136.4 

;317) 

13.5 

[184) 

483.9 

(263) 

492 

No  States  Power 

7.3 

174.7 

232) 

17.4 

[151) 

390.1 

(294) 

493 

Panhandle  Eastern 

7.3 

447.4 

50) 

35.8 

37) 

558.7 

[234) 

494 

Williams  Companies 

7.3 

272.6 

111) 

15.1 

172) 

337.4 

(312) 

495 

Mellon  National 

7.2 

314.0 

88) 

16.1 

162) 

2578.3 

I  24) 

496 

New  York  Times 

7.2 

118.2 

;381) 

7.0 

[373) 

83.8 

(490) 

497 

Barnett  Banks  Fla 

7.1 

82.7 

,569) 

5.8 

[432) 

771.2 

(181) 

498 

Michigan  National 

7.1 

106.8 

;443) 

5.3 

[459) 

877.3 

(161) 

499 

Coastal  Corp 

7.1 

834.8 

16) 

-2.9 

771) 

449.6 

[276) 

500 

InterFirst 

7.1 

293.0 

97) 

20.8 

117) 

2451.6 

[  26) 

501 

Union  Electric 

7.1 

156.7 

[263) 

22.3 

[102) 

573.8 

(228) 

502 

Phibro 

7.1 

3560.0 

i  3) 

41.0 

[  28) 

821.0 

[170) 

503 

Valley  National 

7.0 

108.5 

1430) 

7.8 

[330) 

876.6 

(162) 

504 

First  City  Bancorp 

7.0 

225.9 

;i6i) 

18.4 

141) 

2043.3 

(  40) 

505 

Carolina  Pwr  &  Lt 

6.9 

196.1 

1192) 

29.7 

62) 

688.2 

[199) 

506 

SEDCO 

6.9 

53.9 

i743) 

9.7 

(265) 

137.0 

(396) 

507  Capital  Cities  Comm 

6.7 

85.7 

;548) 

12.0 

[213) 

104.2 

(440) 

508 

NBD  Bancorp 

6.6 

207.7 

[181) 

9.8 

[260) 

1827.7 

(  46) 

509Texas  Commerce  Bshs 

6.6 

238.6 

[147) 

20.7 

(119) 

2187.1 

I  36) 

510 

Zapata 

6.6 

70.2 

[645) 

12.4 

[203) 

153.7 

(379) 

511 

Western  Co  No  Amer 

6.5 

112.1 

[410) 

15.7 

[166) 

173.5 

(363) 

512 

No  Indiana  Pub  Svc 

6.4 

243.6 

[140) 

12.5 

[200) 

460.7 

(272) 

513 

Flickinger 

6.4 

187  7 

[210) 

1.4 

(711) 

22.3 

(781) 

514 

Datapoint 

6.4 

62.1 

(700) 

7.6 

(347) 

76.8 

(512) 

515 

Centex 

6.4 

166.4 

(244) 

9.8 

[260) 

144.6 

(390) 

515 

SONAT 

6.4 

404.5 

(  56) 

27.3 

(  71) 

443.2 

(278) 

517  Archer  Danls  Midland 

6.3 

578.6 

1  29) 

27.9 

68) 

317.4 

(321) 

518 

Republic  of  Texas 

6.3 

277.5 

(107) 

19.0 

(133) 

2291.5 

1  35) 

519 

Southeast  Banking 

6.3 

129.7 

(333) 

7.8 

(330) 

1024.3 

(127) 

520 

Public  Service  Colo 

6.3 

212.6 

[175) 

16.0 

[164) 

386.8 

(296) 

521 

Washington  National 

6.3 

132.8 

(324) 

5.1 

[466) 

498.3 

(254) 

522 

MAPCO 

6.2 

349.6 

I  72) 

15.5 

[168) 

258.7 

(343) 

523 

Parker  Drilling 

6.2 

93.9 

(501) 

12.7 

(196) 

120.0 

(415) 

£1  A 

DZ4 

Wisconsin  Elec  Pwr 

O.  1 

1  OQ  O 

1  00. y 

zuo) 

1  "7  1 

1  /  .6 

1  Ml 
iDZI 

379 

525 

Superior  Oil 

6.0 

340.2 

78) 

59.7 

12) 

747, 

526 

Wachovia 

6.0 

119.3 

374) 

8.6 

307) 

1036, 

3i/ 

Jefferson- Pilot 

O.U 

14/. z 

1  O  A  \ 

zo4) 

16.6 

Id  / ) 

502 

DZO 

Waldbaum 

a  n 

O.U 

LLy.O 

1  £71 
1 D  /  J 

1  7 

ooy ) 

£10 
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Vulcan  Materials 

£  o 

D.y 

1  71  O 

1  71A\ 

ozOJ 

1  7  0 

1  Q7\ 
lOf) 

1  lo 

530 

Arizona  Public  Serv 

5.9 

148.6 

277) 

33.3 

48) 

572 

531 

Big  Three  Industries 

5.9 

139.3 

(306) 

18.4 

141) 

171 

£71 

Swift  Independent 

£  o 

D.y 

7Q1  1 

07  J.  .Z 

Al  1 

7  n 
o.U 

£CM  1 
Dy4| 

7A 

OOi 

£77 

BancOhio 

£  o 

D.y 

i  n£  a 

1UD.4 

,44y ) 

A  7 

4.  / 

A  ftAI 
40Oj 

yoo 

£7,4 

Kaneb  Services 

£  Q 
D.O 

iUo.  1 

M  71 1 

,4oZ] 

1 1  .u 

1711 
lo  1 ) 

1  AQ 

140 

535 

W  W  Grainger 

5.8 

150.2 

1272) 

9.7 

265) 

%81 

536 

Allegheny  Power 

5.8 

279.4 

(105] 

23.0 

1  95) 

*554i 

£77 

Sysco 

£  ft 
D.O 

1A1  C\ 
Z41  .U 

/ 1  AAl 

A  7 

(AftAl 
^00) 

£7 

D  / 

DO/ 

Texas  Eastern 

£  Q 
D.O 

7W7  1 

/O  /  .Z 

1  lot 

7Q  A 

7£l 
OD) 

71T 

£70 

Long  Island  Lighting 

£  7 

D.  / 

ion  o 
zyu.y 

1 1  UI  | 

A7  7 

ZOJ 

7ft7 

f Of 

540 

Liberty  Natl  Ins  Hid 

5.7 

102.8 

(458) 

12.2 

(208) 

471 

541 

U  S  Bancorp 

5.6 

118.8 

[377) 

11.5 

(223) 

1005 

Equitable  of  Iowa 

£  A 

D.O 

I  y.4 

/£Q71 

[Do  /  ) 

T  A 
Z.O 

i  A  1  A\ 

717' 
Ol  /: 

Z.A  7 
D4o 

Rainier  Bancorp 

£  £ 

D.D 

171  7 
lol.o 

/  7101 

\oly) 

o.U 

/71  1  1 

1  n£/l 
1U04 

ZAA 
D44 

Sigmor 

£  £ 
D.D 

7  7A  A 
004.0 

1    "D  J 

D.O 

I A  7T  \ 

on 
yu 

545 

Cox  Broadcasting 

5.5 

74.0 

(614) 

10.2 

!249) 

110 

546 

Potomac  Elec  Power 

5.4 

186.6 

(214) 

20.5 

;i21) 

469' 

547 

Ohio  Casualty 

£  A 

D.4 

1  A£  1 

[Z40| 

1  A  £ 

i  1  7A1 

177 

Z  f  O' 

548 

Citizens  &  Sthrn  Ga 

C  1 
D.O 

1111 

1  1  1  .z 

[414) 

o.z 

( 7  1  Al 

Ol  1 

yzz 

549 

Dow  Jones 

£  7 
D.O 

111  1 

1  ZZ.  1 

(oOZJ 

1  7  A 
1 0.O 

M  fill 

i  ni 
1U1 

549 

Culbro 

5.3 

69.2 

(653] 

11.8 

(218) 

39 

551 

NICOR 

5.2 

405.7 

(  55) 

23.6 

I  89) 

476 

552 

Freeport-McMoran 

£  i 

D.J. 

1  API  7 
10U.  / 

[ZDo  J 

7H  A 

/  £A1 

Z04 

553  New  England  Electric 

£  1 
D.Z 

1/1  A  A 
Z40.0 

1  7  £ 

1  f  .D 

/  1  AQ\ 

i  i4yj 

A  Af\ 

44U 

554 

Alleghany 

£  1 
D.Z 

1AA  1 
ZOO.Z 

/ 1  1  Al 
1110/ 

1  1  £ 
I  Z.D 

|ZUUJ 

AQO 

oyy 

555 

Cincinnati  G  &  E 

5.1 

212.1 

(177) 

20.1 

(125) 

490 

556 

Cleveland  Elec  Ilium 

5.1 

199.0 

(187) 

30.6 

(  56) 

6691 

557  San  Diego  Gas  &  Elec 

D.  1 

ZZO.D 

[  IDO) 

117 
Z  1 .  / 

!  iuyj 

A  ")0 

4zy 

558 

Sun  Banks  of  Florida 

£  n 

D.U 

QA  7 
(54. O 

i  ££/1 1 
[DD4( 

£  A 
D.4 

l  A  ££l 
|4DD  J 

770 

/  oy 

559 

Reading  &  Bates 

£  n 
D.U 

1  HA  1 
IUO.  1 

IAAA.\ 
|44oJ 

1  Q  7 

/  1  771 

[  lo/) 

1  QA 

i  oo 

559 

Fisher  Foods 

5.0 

298.5 

(  94) 

6.0 

(419) 

44 

561 

Public  Service  Ind 

5.0 

144.2 

(294) 

30.4 

(  59) 

657 

562 

Entex 

£  n 

D.U 

Lot  .1 

f  1  AQ\ 

\  i4yj 

Q  A 
O.O 

/  7H71 
(oU/ J 

£  1  Aj 
D 10' 

563 

Commerce  Clearing 

D.U 

Al  O 

oz.y 

/AQ71 

[by  /  ] 

£  ft 
D.O 

(A  71 1 
[4oZ] 

£OJ 
DU 

564 

Arkla 

£  n 

D.U 

i  7fl  i 

ZoO.Z 

/  1  AQ\ 
1 14o  J 

17  7 

1  /  .  t 

i  1  AQ) 
1 1^0  | 

ZOO 

565 

NCNB 

4.9 

198.2 

(188) 

n.i 

(229) 

1564 

566 

Philadelphia  Natl 

4.9 

158.0 

(261) 

7.2 

(363) 

12761 

567 

Amdahl 

4.9 

C\C\  A 

yu.4 

(01  1) 

C  C 

D.D 

1  A  A  Ol 

(44y  | 

yo< 

568 

Farm  House  Foods 

4.9 

ZOD.Z 

[  lUo| 

U.O 

/  77/1 1 

AA 
4-+ 

569 

Walter  E  Heller  Intl 

A  o 

1  QA  7 

/  1  071 

z.z 

i  A/1  Q.) 

1  1  CO 

i  zoy 

570 

Natomas 

4.8 

321.9 

(  85) 

48.7 

(  21) 

546. 

571 

Wyman-Gordon 

4.8 

128.5 

(339) 

12.0 

(213) 

81 

572 

Murphy  Oil 

4.7 

516.6 

(  36) 

34.4 

(  42) 

586 

573 

Maryland  National 

4.7 

109.8 

(422) 

8.0 

(321) 

956 

574 

First  Union 

4.7 

126.8 

(342) 

6.1 

(416) 

1129 

575 

Scientific-Atlanta 

4.7 

59.4 

(717) 

4.1 

(519) 

42 

576 

Medtronic 

4.6 

67.6 

(667) 

9.0 

(296) 

67 

577  United  Va  Bankshares 

4.6 

102.4 

(459) 

7.9 

(326) 

862; 

578 

Duquesne  Light 

4.5 

175.7 

(230) 

24.0 

(  83) 

5881 

306 


FORBES,  MAY 


Not  even  Leonardo  could, 
hope  to  interest 1,126,000 
Italian  decision-makers 
with  his  works. 


You  can,  by  ringing 
NewYork 620598T 

By  doing  so  you  will  discover  that  il 
Mondo,  the  highest  selling  Italian  economic 
weekly  has  a  readership  of  248,000.  Moreover, 
a  readership  which  is  80%  male  with  60%  in 
the  25/44  age  group  and  a  highly  professional 
profile  (87%  ABC  -  69%  high  school  and 
university  graduates  -  80%  managers, 
businessmen  and  professional  people). 

You  will  also  learn  that  Europeo  is  one  of 
the  foremost  political,  topical  and  cultural 
weeklies  with  a  readership  of  878,000  of 
which  72%  is  male,  mainly  in  the  25/54  age 
group  (65%),  ABC,  class  (79%),  and  high 
school  and  university  graduates  (49%). 

Lastly,  by  calling  this  number  you  will 
have  at  your  disposal  a  staff  of  knowledgeable 
consultants  highly  experienced  in  the  Italian 
market,  and  able  to  offer  you  a  complete 
marketing  information  and  media  planning 
service,  to  help  you  solve  your 
communication  problems  in  Italy. 
Other  sole  representatives  in 
the  world: 
London  tel.  3857723  -  Paris  tel. 
5006608  -  Hamburg  tel.  51 10031  -  Basel 
tel.  226575  -  Lausanne  tel.  207151  - 
Geneve  tel.  291211  -  Bruxelles  tel.  6498130 
-Wien  tel.  757684  -  Athenes  tel.  6725467  - 
Amsterdam  tel.  178795  -  Sao  Paulo  tel. 
8534842  -  Barcelona  tel.  3020508  -  Toronto 
tel.  3642269  -  Stockholm  tel.  225000  -  Porto 
tel.  29992  -  Tokyo  tel.  4454375  -  Johannesburg 
tel.  8365978  -  Sydney  tel.  9222677. 


BRA  NHA  M  INTERNA  TIONA  L^ONE  PA  TCHIN  FLA  CE  -  NEW  YORK  N.  Y.  10011. 


GRUPPO 

RIZZOLI-CORRIERE  DELL  A  SERA 
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579 

Midcon 

4.5 

620.6 

(  24) 

24.0 

1  83) 

CCC  /i 
DDD.O 

1 1  3  C  I 

580 

Nalco  Chemical 

4.5 

147.3 

(283) 

18.0 

[144) 

103.0 

[444) 

581 

AmeriTrust 

4.5 

142.7 

1297) 

12.9 

[190) 

1226.3 

I  91) 
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4.5 
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First  Security 
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Ol  7  1 
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GEICO 

4.4 
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i  3.1  C  \ 
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Gulf  States  Utils 

4.4 

277.7 

(106) 

34.3 

(  43) 

759.9 

(185) 

586 

Virginia  Natl  Bshs 

4.4 

87.0 

(538) 

6.3 

[408) 

735.7 

(190) 
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Florida  Power 
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/  no  i 
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Prime  Computer 
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N  Y  State  Elec  &  Gas 

4.3 

178.1 

|229] 

25.0 

1  77) 
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(256) 
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A  E  Staley  Mfg 
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468.1 

(  48) 
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(  78) 
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Trust  Co  of  Georgia 
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1UU.O 

[A  7  1  1 

,4/  1 ) 

lU.o 

i  1 3  01 

.Zoy) 

[1  /  1  ] 

594 

f  TCI  ICC 

A  1 

4.Z 

ZUo.  1 

(  1  O  1 1 

i  loZJ 

11  A 

Zo  .4 

/    O  3  1 

731  Q 
(61. 0 

/)Ot  1 

595 

Utah  Power  &  Light 

4.2 

158.2 

;259) 

27.0 

(  72) 

579.5 

(226) 

596 

First  Wisconsin  Corp 

4.2 

140.1 

;303) 

6.7 

(386) 

1126.3 

(109) 

596 

Lubrizol 

A  1 

4.Z 

1  1  A  1 

214.  i 

/  1  11  1 

1 1 12.) 

21.y 

[  1UD) 

i  /in  /t 

/  3  71  1 

[0  /  Z] 

598 

Provident  Life  &  Acc 

4.2 

244.2 

138) 

18.8 

1  1  3  A  1 

1 1«54| 

COO  Q 

/ 1  ini 

599 

First  Pennsylvania 

4. 1 

1  11  c 

11  1 1  \ 

— l.o 

/  7jC  71 

|  / o/) 

1  1  7  I  1 

1Z  / 1.1 

1    Q  3  1 

600 

Mercantile  Texas 

4.1 

202.3 

;i83) 

15.3 

(170) 

1669.5 

f  51) 

601 

ROLM 

4.1 

72.1 

;63i) 

5.8 

(432) 

50.6 

(641) 

602 

First  Atlanta 

4. 1 

i  nc  a 
1U3.4 

[449) 

O  1 

o.Z 

/  3  1  K.  1 

ojy.o 

I  loo] 

603 

Wetterau 

a  n 

4.U 

111  7 

/  A71 

a  n 

4.U 

/  ClQl 

7A  A 

/  C  1  ^  1 

604 

Pacific  Lumber 

4.U 

1C  O 

1  /in /i  i 
oUo) 

117 

1 Z.  f 

1 1  "oj 

71  1 

I  LA 

i  C  1  c  1 

605 

Illinois  Power 

4.0 

241.9 

(145) 

32.0 

(  52) 

683.0 

(202) 

606 

Shawmut 

4.0 

117.5 

(386) 

5.6 

(447) 

1006.9 

(131) 

607 

Manufacturers  Natl 

1  o 
o.y 

159.7 

,234) 

1.0 

|oy/) 

1 30 1 . 1 

i    7W 1 

1   '  4] 

608 

H  F  Ahmanson 

3.9 

399.0 

[  58) 

—15.7 

1785) 

oooy.U 

1  12) 

609 

Boston  Edison 

3.9 

268. 1 

,  1 15) 

18.7 

[137) 

489.9 

(258) 

610  Dayton  Power  &  Light 

3.9 

199.7 

186) 

24.1 

(  80) 

482.2 

(264) 

611  Utd  Energy  Resources 

3.9 

1395.3 

5) 

55.3 

15) 

676.1 

203) 

612 

First  American  Bank 

1  O 

o.y 

81.1 

/  C  771 

,3  '  '  1 

1  1 

AJ 

( c  cm 
,33u) 

[149) 

613 

Northern  Trust 

3.0 

22  I .  / 

104) 

O  1 

y.2 

[203) 

lOZo.O 

1  34) 

614 

Harris  Bankcorp 

3.8 

246.9 

131 ) 

7.8 

[330) 

1968.5 

i  42) 

615 

Gulf  United 

3.8 

274.2 

(110) 

23.4 

(  93) 

801.0 

(174) 

616 

Fort  Howard  Paper 

3.8 

124.2 

;352) 

21.9 

(105) 

153.1 

(380) 

616 

California  First  Bnk 

3.8 

128.6 

1338) 

4.3 

[513) 

1070.6 

[117) 

618 

New  England  Merch 

3.8 

159.4 

1257) 

8.9 

[298) 

1 177.5 

[  97) 

619 

Girard 

3.7 

148.1 

1278) 

10.3 

(244) 

1279.1 

(  81 ) 

620 

Peoples  Energy 

3.7 

353.4 

71) 

12.9 

(190) 

295.7 

(331) 

621 

Colonial  Penn  Group 

3.7 

340.8 

1  76) 

-6.3 

(777) 

273.3 

(339) 

622 

Metromedia 

3.7 

125.9 

1343) 

16.3 

[160) 

184.1 

[360) 

623 

Combined  Internatl 

3.7 

263.4 

11 18) 

27.4 

1  69) 

435.8 

[282) 

624 

Tesoro  Petroleum 

3.7 

831.4 

1  17) 

22.0 

[103) 

208.3 

[352) 

625 

AmSouth  Bancorp 

3.6 

95.5 

(494) 

8.2 

(316) 

805.4 

(172) 

626 

Midlantic  Banks 

3.6 

117.3 

(387) 

8.8 

(299) 

1127.5 

(107) 

627 

Intl  Flavors  &  Frag 

3.6 

125.6 

1344) 

18.4 

(141) 

120.0 

(415) 

628  Oklahoma  Gas  &  Elec 

3.6 

230.2 

1156) 

22.0 

(103) 

507.1 

(249) 

629 

Centerre  Bancorp 

3.6 

173.0 

(234) 

9.7 

(265) 

1487.7 

(  64) 

630 

Pittsburgh  National 

3.5 

244.3 

( 136) 

16.2 

[161] 

1954.5 

(  43) 

631 

Banc  One 

3.5 

117.0 

(388) 

10.9 

(233) 

1026.8 

(126) 

632 

CBT 

3.5 

121.3 

(366) 

7.3 

(358) 

1010.2 

(129) 

633 

First  Natl  State  Bncp 

3.5 

129.8 

(332) 

8.5 

(310) 

1166.1 

(101) 

634 

Financial  General 

3.5 

87.8 

534) 

5.7 

443) 

7Cf] 

75Q 

635  Mitchell  Enrgy  &  Dev 

3.5 

304.3 

93) 

32.9 

49) 

489 

636 

So  Carolina  E  &  G 

3.5 

217.4 

169) 

23.7 

89) 

560 

637 

Industrial  National 

1  c 
0.3 

T  A  C  C 
143.3 

288) 

9.4 

273) 

121C 

638 

Banco  Popular  PR 

3.5 

97.7 

485) 

7.0 

[373) 

77a 

639 

Flagship  Banks 

3.5 

84.6 

551) 

6.6 

1393) 

743 

640 

Fidelity  Union  Bncp 

3.5 

98.2 

1481) 

5.1 

(466) 

88^ 

641 

BanCal  Tri-State 

3.4 

147.8 

280) 

3.2 

1581| 

nsi 

642 

Mercantile  Bancorp 

3.4 

169.1 

237) 

12.5 

200) 

151 1 

643 

National  City 

3.4 

183. 1 

222) 

1 1.8 

[218) 

159C 

644 

Computervision 

3.4 

80.0 

583) 

9.4 

[273) 

68 

645 

Tidewater 

3.4 

101.4 

(465) 

15.7 

(166) 

157 

646 

Florida  Natl  Banks 

3.3 

83.5 

(560) 

4.1 

(519) 

78q 

647 

State  Street  Boston 

3.3 

122.1 

[362) 

7.9 

[326) 

1 018 

648 

First  &  Merchants 

3.3 

91.8 

[512) 

5.9 

[427) 

770 

649 

First  Tennessee  Natl 

0.0 

11/10 

1 14.0 

f  a  n  1  i 
;4U1 ) 

/./ 

OCT 

y3/ 

650 

Bank  of  Virginia 

3.3 

108.5 

(430) 

4.6 

(492) 

863 

651 

Lincoln  First  Banks 

3.3 

133.5 

(323) 

5.5 

(449) 

1083 

652 

Pioneer 

3  1 

o.Z 

3  7(1  O 

o/y.y 

/    £.A  1 

[  o4] 

3/11 

o4.Z 

(  44) 

296 

653 

Commerce  Bancshrs 

1  1 
O.Z 

1  HA  Q 

IAA1  \ 
(44Z) 

1  3 
0.0 

[3  /  3J 

654 

Southwest  Bancshs 

3  i 

O.Z 

1  OO  A 

|ZU4) 

1  3  7 

lo./ 

( lo2) 

1  /CC  A 

1  034 

654 

Portland  Genl  Elec 

3.2 

187.3 

[211) 

35.4 

(  39) 

7oe 

656  United  Banks  of  Colo 

3.1 

125.3 

(346) 

9.1 

(290) 

1056 

657 

Tosco 

3  1 
O.  1 

1  1  m  3 
1 1UZ.O 

/  Ol 

7  1 

1 .6 

/  3  C  O  1 
tODO) 

3/11 

o4i 

658 

Louisiana  Land 

3. 1 

403.5 

[  57) 

46.7 

/    1  A  I 

(  24) 

49£ 

659 

Donaldson,  Lufkin 

3  1 
O.  1 

1  CO  7 

loo.  / 

1  in7i 

A  1 
4.3 

/  c  1  3  1 
[D  lo) 

1  CQC 

1  Doc 

660 

First  Maryland  Bncp 

3.1 

115.6 

(396) 

7.7 

(339) 

953 

661 

Northwestern  Finl 

3.0 

81.0 

(578) 

3.6 

(556) 

653 

662 

Huntington  Bshs 

1  n 
o.u 

1  n  0 
122. V 

[oD  /  ) 

Q  7 

0.  / 

1 3ni  1 
(oUZ) 

1U3^ 

663  Dominion  Bankshares 

3  n 
o.U 

1  no  1 
luy.J 

1  A  1  C  I 

[4ZD| 

7  1 

/  .z 

(  3 <C3  1 

on  z 

664 

Fidelcor 

3  n 
o.U 

142.5 

/1  no  1 
(ZyoJ 

0  c 

O.D 

/  3  1  ni 
(olU) 

123^ 

665 

Texas  Oil  &  Gas 

3.0 

541.1 

(  33) 

64.7 

(  10) 

684 

666 

Society 

3.0 

147.6 

(281) 

7.7 

(339) 

135S 

667 

First  Virginia  Banks 

z.y 

oo.z 

[ODZf 

A  1 

0. 1 

IA  1  Al 
[■HO] 

DOC 

668 

First  Alabama  Bshs 

i  0 
z.y 

OjC  C 

yo.D 

/ a  oni 
(4oy) 

1  n  3 
lU.o 

/I  A  A  1 

IZ44] 

GO" 

oy  f 

669 

Key  Banks 

1 11 

Z.y 

n3  0 
yo.o 

/  cm  1 
(DUZ) 

/ .  1 

/  3  7nl 
(0  /U) 

OCT 

oD* 

670  Kansas  City  Pwr  &  Lt 

2.9 

163.1 

(249) 

27.4 

(  691 

559 

671 

Public  Service  N  M 

2.9 

116.7 

(389) 

37.5 

(  36) 

63d 

672 

Central  111  Pub  Svc 

2.0 

loo.y 

[213) 

1  1  Q 

21.0 

( lUo) 

enc 

673 

United  Jersey  Banks 

2.8 

1U3.3 

[433) 

C  Q 
3.0 

M  1 1  \ 

(4o2) 

yy^ 

674 

Atlantic  Bancorp 

2.0 

88.4 

(30  1 ) 

3.y 

/  A  1  71 

(42/ ) 

Q1 

oZ-j 

675 

First  Natl  Bancorp 

2.8 

127.4 

(341) 

9.9 

(257) 

1047 

676 

South  Carolina  Natl 

2.8 

78.0 

(592) 

7.7 

(339) 

642 

677 

Comsat 

2.8 

120.5 

(370) 

10.2 

(249) 

21C 

678 

Bancorp  Hawaii 

2.0 

1  1  /C  A 

1 10.4 

(oyo) 

y.4 

(2/o) 

1  r\n~. 
1UU/ 

679 

American  Petrofina 

2.7 

91 1.9 

[  13) 

27.0 

(  72) 

41  / 

680 

Transco  Companies 

2.7 

1285.7 

(  7) 

51.1 

(  18) 

1238 

681 

Rochester  Gas  &  Elec 

2.7 

224.1 

(162) 

24.0 

(  83) 

424 

682 

Commercial  Metals 

2.7 

493.2 

(  41) 

4.1 

(519) 

88 

683 

Equitable  Bancorp 

2.7 

95.1 

(495) 

3.7 

(550) 

783 

684 

Central  Fidelity  Bks 

2.7 

93.7 

(503) 

6.0 

(419) 

798 

685 

Marshall  &  Ilsley 

2.6 

114.5 

(402) 

7.7 

(339) 

998 

686 

Curtiss-Wright 

2.6 

74.2 

(613) 

32.5 

(  50) 

111 

687  Delmarva  Power  &  Lt 

2.6 

232.6 

(155) 

22.4 

(101) 

55; 

688 

Hartford  Natl 

2.6 

107.9 

(436) 

6.3 

(408) 

1081 

308 
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Rank 


Employees   Per  employee  ($000)  

Company    (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


Centran 

2.6 

146.2 

(287) 

-8.5 

(779) 

1161.4 

(102) 

Central  Bancorp 

2.6 

108.1 

(432) 

7.1 

(370) 

940.2 

147) 

Norstar  Bancorp 

2.6 

96.3 

(491) 

12.1 

(211) 

994.1 

139) 

Homestake  Mining 

2.6 

91.6 

(513) 

11.2 

(228) 

136.9 

(397) 

|exas  American  Bshs 

2.5 

189.3 

|205) 

15.3 

(170) 

1591.9 

55) 

!  verseas  Shipholding 

2.5 

144.7 

(291) 

35.3 

I  40) 

460.4 

(273) 

Montana  Power 

2.5 

195.5 

(194) 

24.7 

!  78) 

478.7 

[267) 

NIKE 

2.5 

183.1 

(222) 

10.4 

(242) 

92.1 

(464) 

Allied  Bancshares 

2.5 

214.3 

(172) 

25.4 

(  76) 

1794.5 

I  47) 

American  Fletcher 

2.4 

140.7 

;301) 

6.3 

(408) 

1202.7 

94) 

iget  Sound  Pwr  &  Lt 

2.4 

167.8 

(243) 

39.7 

(  31) 

684.1 

,201) 

First  Kentucky  Natl 

2.4 

120.7 

;369) 

8.7 

[302) 

1124.9 

no) 

Provident  National 

2.4 

163.7 

|248) 

16.4 

(159) 

1379.0 

70) 

Global  Marine 

2.4 

150.0 

1273) 

34.0 

(  46) 

398.6 

291) 

Turner  Construction 

2.3 

835.0 

15) 

4.1 

519) 

176.1 

361) 

Toledo  Edison 

2.3 

189.6 

(203) 

35.6 

(  38) 

800.8 

(175) 

First  Charter  Finl 

2.3 

431.7 

53) 

-23.9 

789) 

4193.6 

8) 

SouthTrust 

2.3 

110.0 

1418) 

8.5 

(310) 

889.8 

[158) 

Equimark 

2.3 

152.4 

1269) 

-20.6 

(787) 

1306.3 

76) 

rt  Western  Financial 

2.3 

516.0 

37) 

-12.4 

781) 

4679.8 

5) 

luthwestern  Pub  Svc 

2.3 

236.1 

(150) 

28.2 

(  67) 

481.5 

(266) 

Republic  New  York 

2.3 

474.6 

45) 

30.2 

60) 

3425.3 

15) 

First  Florida  Banks 

2.2 

108.6 

[429) 

8.6 

[307) 

1047.0 

121) 

Riggs  National 

2.2 

189.9 

;201) 

10.9 

(233) 

1642.5 

53) 

Moore  Financial 

2.2 

106.0 

447) 

9.2 

(283) 

912.5 

153) 

Brown-Forman  Dist 

2.2 

226.8 

(160) 

30.5 

I  58) 

231.9 

(346) 

Indiana  National 

2.2 

139.7 

[304) 

9.2 

[283) 

1162.2 

(101) 

Arizona  Bank 

2.2 

120.9 

;368) 

7.2 

[363) 

948.1 

[145) 

Northwest  Energy 

2.2 

640.8 

;  23) 

32.1 

51) 

704.5 

196) 

Peoples  Bancorp 

2.2 

94.7 

[496) 

7.2 

[363) 

801.7 

(173) 

Rowan  Companies 

2.2 

170.2 

(235) 

51.6 

(  17) 

303.9 

(328) 

Pioneer  Hi-Bred  Intl 

2.2 

220.7 

;i66) 

29.3 

;  65) 

169.7 

366) 

First  Empire  State 

2.2 

110.1 

1417) 

4.8 

(480) 

876.6 

162) 

Marine 

2.2 

109.3 

[425) 

5.4 

[455) 

941.6 

[146) 

Central  Bancshares 

2.1 

134.3 

[321) 

3.4 

(568) 

1097.8 

112) 

Paradyne 

2.1 

63.7 

(694) 

8.2 

(316) 

82.5 

(496) 

First  Hawaiian 

2.1 

119.9 

;372) 

8.7 

[302) 

1032.8 

[125) 

Old  Kent  Financial 

2.1 

131.2 

[330) 

9.9 

(257) 

1083.8 

[113) 

General  Re 

2.1 

689.8 

22) 

86.0 

I  4) 

2020.5 

41) 

Tandem  Computers 

2.1 

101.2 

;466) 

12.9 

[190) 

124.3 

[410) 

Noble  Affiliates 

2.0 

186.1 

(215) 

39.3 

I  32) 

311.4 

(324) 

First  American 

2.0 

119.6 

1373) 

8.0 

(321) 

963.1 

141) 

Third  National 

2.0 

124.6 

;349) 

7.7 

(339) 

1004.8 

133) 

Affiliated  Bshs  Colo 

2.0 

108.1 

;432) 

10.0 

(255) 

903.9 

155) 

Zullen/Frost  Bankers 

2.0 

155.7 

265) 

9.5 

(269) 

1233.1 

90) 

First  Natl  Charter 

2.0 

121.6 

(364) 

9.3 

(277) 

1127.5 

(107) 

renn  Valley  Bancorp 

2.0 

138.3 

,313) 

3.7 

[550) 

1099.1 

111) 

Nationwide 

2.0 

346.6 

(  73) 

17.9 

1146) 

1741.0 

50) 

Public  Service  N  H 

2.0 

223.3 

(163) 

39.1 

[  33) 

672.9 

[204) 

Jnited  Missouri  Bshs 

2.0 

110.0 

;4i8) 

12.0 

(213) 

1175.4 

(  99) 

Indust  Valley  Bank 

1.9 

119.3 

(374) 

4.6 

(492) 

908.5 

(154) 

H  &  R  Block 

1.8 

144.2 

(294) 

20.6 

(120) 

129.2 

(404) 

Citizens  Fidelity 

1.8 

146.5 

1286) 

12.4 

(203) 

1270.3 

84) 

Hospital  Trust 

1.8 

128.9 

(337) 

6.8 

(385) 

1070.8 

(116) 

Valero  Energy 

1.8 

1305.6 

[  6) 

54.4 

(  16) 

619.0 

217) 

744 

American  Bancorp 

1.8 

139.5 

(305) 

11.4 

226) 

1150.7 

104) 

745  MCI  Communications 

1.7 

133.9 

322) 

10.7 

238) 

266.9 

342) 

746 

Imperial  Corp  of  Am 

1.7 

504.7 

38) 

-21.7 

788) 

2974.2 

18) 

747 

Apple  Computer 

1.7 

192.8 

198) 

22.7 

97) 

146.8 

387) 

748 

DUdlJIlCll  S  DulllMIN 

1.7 

137.5 

315) 

10.4 

242) 

1359.6 

73) 

749 

Sumitomo  Bank  Cal 

1.7 

152.2 

(270) 

4.7 

486) 

1149.7 

(105) 

750 

Natl  Central  Financl 

1.7 

162.0 

[250) 

10.2 

249) 

1283.1 

80) 

751 

General  American  Oil 

1.7 

189.9 

[201) 

31.3 

54) 

315.3 

322) 

752 

Kansas  Gas  &  Elec 

1.6 

190.8 

[199) 

40.2 

30) 

792.5 

177) 

753 

I  1IM   U  111 ICU  DdlHUlU 

1.6 

183.3 

[221) 

14.2 

180) 

1488.0 

63) 

754 

Crown  Central  Petrol 

1.6 

913.6 

I  12) 

2.1 

656) 

333.2 

(315) 

755 

Zions  Utah  Bancorp 

1.6 

160.8 

[252) 

12.7 

196) 

1243.7 

87) 

756 

First  Natl  Cine 

1.6 

145.0 

(290) 

15.8 

165) 

1257.1 

85) 

757 

Belco  Petroleum 

1.6 

199.9 

(185) 

68.6 

8) 

482.0 

[265) 

758 

1\A prrnanl*  Nlaf intial 

ITlClLlldlllS  liallUllal 

1.6 

169.0 

(238) 

0.4 

749) 

1171.1 

99) 

759 

Deposit  Guaranty 

1.6 

139.2 

(307) 

9.2 

(283) 

1183.2 

(  96) 

760 

Continental  Bank 

1.6 

168.5 

(240) 

14.5 

176) 

1307.6 

(  75) 

761 

Helmerich  &  Payne 

1.6 

185.5 

(216) 

48.6 

22) 

352.5 

[305) 

761 

First  Boston 

1.6 

546.3 

(  32) 

29.9 

61) 

6654.4 

2) 

763 

I  Initprl  Statps  Triisi 

1.5 

168.2 

(241) 

9.1 

[290) 

1425.3 

(  67) 

764 

City  Federal  S  &  L 

1.4 

227.4 

(159) 

-0.9 

(762) 

2316.3 

(  32) 

765 

American  Security 

1.4 

262.3 

(119) 

18.5 

[140) 

2157.3 

(  37) 

766 

Golden  West  Finl 

1.3 

482.3 

(  42) 

-14.8 

[784) 

4282.3 

(  7) 

767 

First  Oklahoma  Bncp 

1.3 

259.8 

(120) 

18.6 

[139) 

2367.2 

(  30) 

768 

Tnrtnn  Flpptrif*  Pwr 

1.2 

296.8 

(  96) 

76.0 

:  7) 

1046.6 

(123) 

769 

Gibraltar  Financial 

1.2 

421.4 

(  53) 

-47.1 

(795) 

4149.0 

(  9) 

770 

Fedl  Natl  Mortgage 

1.1 

5295.1 

!  1) 

-172.0 

[798) 

56093.9 

(  1) 

771 

Old  Stone 

1.1 

194.8 

(195) 

-13.8 

[782) 

1791.8 

(  48) 

772 

Liberty  National 

1.1 

242.8 

(141) 

13.5 

(184) 

2142.2 

(  38) 

773 

Tpy;i£  1 n 1  f  r  n  1 1  ii  t  ti  i  1 
ICAUS  llllClUallUllal 

1.1 

135.5 

(319) 

6.9 

(380) 

501.2 

(253) 

774 

Centl  Louisiana  Engy 

1.0 

1180.7 

1  8) 

84.8 

1  5) 

627.0 

(215) 

775 

Flightsafety  Intl 

1.0 

62.2 

(698) 

18.8 

(134) 

117.1 

(421) 

776 

El  Paso  Electric 

1.0 

248.9 

(129) 

56.4 

(  14) 

884.8 

(159) 

777 

Tom  Brown 

1.0 

141.0 

(300) 

21.3 

(113) 

211.7 

(351) 

778 

Fin      nTn  nl  Amprif*3 

1   III    \    IMII   Ul    ft  1 1 11  1  1 1,  d 

0.9 

414.9 

(  54) 

22.5 

(  99) 

4018.6 

(  HI 

779 

Western  Financial 

0.9 

242.0 

(144) 

-27.4 

(792) 

2339.8 

(  31) 

780 

Cray  Research 

0.9 

110.5 

(415) 

19.8 

(127) 

149.3 

(385) 

781 

Fidelity  Financial 

0.9 

356.5 

(  69) 

-63.3 

(797) 

3229.5 

(  16) 

782 

Amer  Savings  &  Loan 

0.9 

275.6 

(108) 

-8.7 

(780) 

2515.1 

(  25) 

783 

vv  in  i  lit  \  nuiuuig 

0.8 

268.3 

(113) 

38.7 

(  34) 

2444.7 

|  27) 

784 

No  Calif  Savings 

0.8 

259.1 

(123) 

-19.2 

(786) 

2408.2 

(  28) 

785 

Mesa  Petroleum 

0.8 

461.0 

(  49) 

144.7 

1  2) 

2603.0 

(  22) 

786 

Inexco  Oil 

0.8 

304.9 

(  91) 

40.8 

(  29) 

1002.7 

(134) 

787 

Fin  Cp  Santa  Barbara 

0.8 

249.4 

(128) 

^38.9 

(793) 

2654.0 

(  21) 

788 

Broadview  Financial 

0.7 

259.5 

(122) 

-26.9 

(790) 

2600.6 

(  23) 

789 

TRANSOHIO  Fin 

0.7 

291.2 

(100) 

-27.3 

(791) 

2964.0 

(  19) 

790 

Berkshire  Hathaway 

0.6 

734.7 

(  20) 

63.3 

(  11) 

1843.8 

(  45) 

791 

Gibraltar  Savings 

0.6 

583.9 

(  27) 

14.9 

(174) 

5751.4 

(  4) 

792 

Financial  Federation 

0.6 

391.9 

(  60) 

-53.4 

(796) 

4092.7 

(  10) 

793 

Energy  Reserves  Gp 

0.6 

304.6 

(  92) 

-39.7 

[794) 

626.4 

(216) 

794 

Southland  Royalty 

0.5 

757.8 

(  19) 

68.6 

(  8) 

1302.7 

(  77) 

795 

Sabine 

0.3 

468.8 

(  47) 

81.4 

(  6) 

997.7 

(137) 

796 

First  Executive 

0.3 

4194.5 

(  2) 

51.1 

(  18) 

6253.3 

(  3) 

797 

Pogo  Producing 

0.2 

1409.5 

(  4) 

322.6 

(  1) 

3675.9 

(  14) 

798 

Supron  Energy 

0.2 

496.7 

(  40) 

131.6 

,  3) 

1525.9 

(  59) 
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We're  American  Electric  Power. 
Were  also  Appalachian  Power, 
Columbus  and  Southern  Ohio  Electric, 
Indiana  &  Michigan  Electric, 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power, 
and  Wheeling  Electric. 

American  Electric  Power 


IHHHHMHBHHHi 
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The  Forbes/Wilshire  5000  Review 


1000 


12-month  Wilshire  clow-op 


: Market  Value  of  Wil shire  5000: 
:  $1,183.2  billion  as  of  4/14/82 


1  1  1  1 

72 

1 1 1 

74 

.  1  1 

75 

1  .  1 

76 

|  1   1  1 

1  77 

|  >  1  1 

78 

III 

79 

1  1  1 
'80 

1   1  1 

-81 

1  1  1 

'82 

Percent  change  in  last  two  weeks 

I  I  I  I  I  I  I  I  I  I  I  I  I 
MJJASONDJFMA 


Good  looks  aren't  everything.  The  market  picked  up 
where  it  left  off  two  weeks  ago  and  again  piled  up  modest 
gains.  For  the  period,  the  Wilshire  index  is  up  3.4%.  Over 
the  past  four  weeks  $74  billion  in  capital  has  been  cre- 
ated. The  renewed  interest  in  oils  helped  the  AMEX,  up 
5.5%  over  two  weeks,  to  lead  the  NYSE  and  NASDAQ 
stocks,  which  also  showed  respectable  increases. 

Another  encouraging  note:  Speculators  are  more  bull- 
ish than  they  have  been  in  months.  High-volatility 
stocks,  for  example,  show  a  four-week  gain  of  12.4%, 
whereas  low-volatility  issues  are  up  only  2.9%.  Ditto  for 
high-growth  versus  low-growth  stocks.  At  the  same 
time,  both  high-P/E  and  low-P/E  stocks  outperformed 


market  averages  by  almost  3-to-l.  That  means  investors 
are  gambling  on  a  near-term  economic  rebound  and  plac- 
ing their  bets  on  leaders  and  laggards.  That's  sound 
strategy  since  stocks  at  both  extremes  often  show  the 
best  appreciation  when  a  market  turnaround  comes. 

Despite  all  this  positive  news,  several  recent  trading 
days  ended  with  small  setbacks.  Most  investors  were  still 
better  off  52  weeks  ago  than  they  are  now.  The  best 
performing  group,  the  NYSE  stocks,  is  behind  13.9%  over 
the  12-month  period,  and  AMEX  and  NASDAQ  issues  are 
even  deeper  in  the  red.  Unless  the  current  mini  rally  lures 
cash-rich  institutions  off  the  sidelines,  the  market  is  still 
vulnerable  to  a  heavy  dose  of  bad  economic  news. 


Close-up  OnThe  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

Am  ex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

6.6 

5.3 

6.3 

11.3 

7.3 

in  last  52  weeks 

-15.0 

-16.3 

-13.9 

-24.0 

-16.1 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility' 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

12.4 

2.9 

10.1 

10.0 

3.3 

10.4 

12.7 

4.6 

7.5 

8.5 

in  last  52  weeks 

-14.1 

4.8 

-24.6 

-4.4 

2.8 

-7.2 

-12.0 

-2.4 

-13.7 

-7.0 

"A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations)  low-volatility  issues  are  more  stable 
tA  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  4/14/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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WhereThe  Action  Is 


An  amazing  hot  streak.  For  the  first  time  since  we 
began  monitoring  Wilshire  data,  in  January  1981,  all  nine 
sectors  had  back-to-back  two-week  gains.  Some  of  the 
best  improvement  comes  from  those  groups  that  have 
had  the  poorest  52-week  performance.  Both  energy 
stocks  and  transportation  stocks,  for  example,  declined 
by  more  than  25%  over  the  last  year  but  gained  more 
than  4%  in  the  past  two  weeks.  In  contrast,  utilities, 


which  are  ahead  5.5%  over  last  year,  advanced  only  1%. 

The  market  comeback  since  early  March  has  been 
more  encouraging  than  recent  business  and  economic 
news.  But  the  real  question  is  where  new  leadership  will 
come  from.  For  the  moment,  the  strength  alternates 
between  the  technology  and  energy  group  and  the  two 
consumer  sectors.  That's  an  odd  pattern — and  it  probably 
means  investors  are  still  uncertain  about  the  future. 


Percent  change  in  last  52  weeks  Percent  change  in  last  two  weeks 


Capital  goods 


+50 


+25 


'  I'  I  I  I  I  I  1  1  I  I  I  I  I  I  I  I  I  I  I  I 


'81 


'82 


Energy 


+50 


+25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'81 


'82 


Technology 


+50 


+25 


-25 


+5.3 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  i  I  I  I  I 


•81 


'82 


Consumer  durables 


+50 


+25 


-25 


+  2.5 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  I  I  I 


'81 


'82 


Finance 


+50 


+25 


-25 


+  2.6 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1 


'81 


'82 


Transportation 


+50 


+25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'81 


'82 


Consumer  nondurables  and  services 


+50 


+25 


-25 


+  3.7 
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•81 


'82 


Raw  materials 


+50 


+25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


-81 


'82 


Utilities 


+50 


+25 


-25 


+  1.0 


'  I  I  I  I  I  I  I  I  I  M  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'81  '«' 


82 


Note:  All  data  for  periods  ending  4/14/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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UNITED  TELECOM  IS  ON  THE  MOVE. 


During  1981  our  revenues  and  sales  increased  by  18 
percent  over  1980.  Earnings  per  share  from  continuing 
operations  were  up  15  percent  and  net  earnings  per 
share  increased  by  45  percent. 

Success  is  no  accident.  It's  planned,  just  as  our 
positioning  to  take  full  advantage  of  the  deregulated  tele- 
communications industry  is  planned.  We've  begun  to  put 
that  plan  into  action.  We've  commercialized  our  packet 
switching  network.  We've  sharpened  our  focus  on 
selected  industries  to  which  we  provide  specialized  com- 
puter services.  We've  entered  the  satellite  communica- 
tions business.  And  more. 

To  learn  more  about  our  success  and  our  program 
for  the  future,  ask  for  our  new  annual  report.  New  York 
Stock  symbol:  U.T.    Newspaper  listing:  UniTel. 


Mail  to  D.  F.  Forsythe,  United  Telecommunica- 
tions, Inc.,  Box  11315,  Kansas  City,  Missouri  64112. 

Please  send  me  a  copy  of  your  latest  annual  report. 
Name  


Address 
City  


State 


Zip_ 


Company 
Title  


United  Telecom ! 


A  clear,  distinctive  voice  in  the  irrformation  Age. 


Streetwalker 


No  one  is  building  bouses.  Wickes  is  on  the 
verge  of  bankruptcy.  So  maybe  it's  time  to 
start  investing  in  companies  that  sell  home- 
improvement  supplies. 

Playing 
do-it-yourself 


By  Carol  E.  Curtis 

INVESTING  IN  WlCKES  COS.  Was 
like  hitting  your  thumb  with  a 
hammer.  In  the  early  Seventies, 
the  San  Diego-based  chain  of  lumber 
and  building  supplies  outlets  traded  at 
a  hefty  $50  per  share.  The  company 
was  a  play  on  the  booming  construc- 
tion and  do-it-yourself  markets.  Then 
Wickes  got  caught  in  the  real  estate 
slump.  Then  came  the  ill-timed  ac- 
quisition of  Gamble-Skogmo,  a  broad- 
based  retailer.  Wham.  Losses  hit  $80 
million  last  year  on  sales  of  $4.1  bil- 
lion. With  $580  million  in  short-term 
debt,  Wickes  is  close  to  bankruptcy, 
and  a  new  take-charge  management 
team  has  just  moved  in.  Its  stock  sells 
for  $4. 

That's  a  particularly  painful  situa- 
tion. But  Wickes'  woes  are  hardly 
unique.  Growth  in  the  do-it-yourself 
industry  these  days  is  half  of  what  it 
was  a  decade  ago,  and  stocks  of  do-it- 
yourself  retailers  as  a  group  are  down 
20%  from  their  1981  highs. 


Some  analysts,  however,  already 
see  the  foundation  of  a  recovery. 
Their  reasoning:  Even  with  housing 
on  its  back,  well-managed  companies 
in  the  industry  are  not  doing  all  that 
badly;  when  housing  recovers,  the  do- 
it-yourself  business  could  be  set  for  a 
new  growth  spurt.  "This  is  a  huge 
market,  and  we're  at  the  right  time  in 
the  housing  cycle  to  look  at  these 
companies  on  their  own,"  argues  Skip 
Helm,  an  analyst  with  Chicago-based 
William  Blair  &  Co. 

Retail  sales  of  home-improvement 
materials  now  total  $34  billion  a  year. 
Over  the  last  decade,  do-it-yourself 
companies  have  grown  at  a  compound 
annual  rate  of  15%  to  20%.  During 
the  Seventies,  overall  retail  spending 
grew  by  10%  while  spending  on  do-it- 
yourself  materials  was  up  more  than 
14%.  Impressive  numbers. 

The  growth  in  housing,  of  course, 
clearly  didn't  hurt:  Most  home-im- 
provement work  is  done  during  the 
first  two  years  of  home  ownership. 
But  it  is  not  only  the  housing  boom 


Built  to  withstand  recession 


that  helped  these  companies  thrive. 
High  labor  and  energy  costs  are  ex- 
panding their  markets.  According  to  a 
recent  study  by  Market  Facts  Inc.  and 
Home  Center  magazine,  85%  of  all  sin- 
gle-family homeowners  have  at  least 
one  do-it-yourselfer.  And  the  week- 
end carpenters  tend  to  be  an  affluent 
lot.  The  average  customer  is  a  48- 
year-old  white-collar  worker  earning 
at  least  $23,000  a  year. 

The  typical  modern  home-improve- 
ment center  combines  the  customer 
service  of  the  old  mom-and-pop  hard- 
ware store  with  the  lower  prices  and 
mass-merchandising  techniques  of 
national  retailing  chains.  Frequently 
located  in  converted  warehouses, 
these  specialty  stores  make  it  easy  for 
the  customer  to  pull  up  his  station 
wagon  and  haul  off  a  carload  of  paint, 
lumber  and  insulation  in  a  single  vis- 
it. There  is  usually  ample  parking, 
and  all  purchases  can  be  paid  for  at  a 
central  checkout  counter. 

By  contrast,  home-improvement 
departments  of  conventional  retailers 
are  frequently  located  in  congested 
shopping  centers.  Multiple  entrances 
make  it  difficult  to  install  a  central 
checkout,  so  buyers  tend  to  leave  after 
making  a  single  purchase.  Helm,  for 
example,  estimates  that  much  of  the 
growth  of  do-it-yourself  specialists 
has  come  at  the  expense  of  old-line 
competitors  like  Sears,  Montgomery 
Ward,  J.C.  Penney  and  K  mart. 

Payless  Cashways  is  a  good  exam- 
ple. The  Kansas  City  chain  grew  from 
$36  million  in  sales  in  1971  to  $479 
million  last  year.  Net  income  soared 
from  $1.8  million  to  $16.6  million 
over  the  past  ten  years  and  stock 
prices  had  doubled  when  the  com- 
pany's shares  hit  a  high  of  close  to  $24 
last  summer. 

Despite  the  current  price  of  $19, 
Payless  even  managed  to  buck  the 
recession.  In  the  face  of  high  interest 
rates  and  a  depressed  housing  market, 
it  posted  a  25%  gain  in  1981  sales. 


The  housing  slump  has  put  a  crimp  in  the  stocks  of  do-  interest  rates  have  fallen  and  housing  bounces  back, 
it-yourself  retailers— especially  those  selling  to  build-  some  analysts  think  a  return  to  high  historical 
ing  contractors  as  well  as  consumers.  But  once    growth  rates  is  a  good  bet. 


Net 

%  of 

10-year 

Sales 

income 

Change  from 

contractor 

sales 

Recent 

52-week 

Company 

(millions) 

(millions) 

prior  year 

business 

growth 

price 

range 

P/E 

Lowe's  Cos  (NC) 

$888 

$17.9 

-  5.3% 

50% 

17% 

14'/8 

187/8-10'/2 

15.5 

Payless  Cashways  (Mo) 

479 

16.6 

51.8 

0 

30 

18% 

20'/4-15'/4 

13.5 

Scotty's  (Fla) 

294 

11.1 

4.9 

30 

26 

18  Ve 

265/8-15'/8 

9.3 

Hechinger  (Md) 

211 

8.6 

26.2 

0 

23 

167/8 

23,/8-10'/4 

14.4 

Pay'n  Pak  Stores  (Wash) 

181 

7.2 

11.6 

0 

19 

14 

18  -13'/8 

8.6 

Source  William  Blair  &  Co 


314 


FORBES,  MAY  10,  1982 


Net  income  rose  52%,  which  means 
its  shares  now  command  a  multiple  of 
1 1  times  earnings.  High — but  well  be- 
low the  company's  five-year  average. 

The  average  do-it-yourself  chain,  of 
course,  didn't  do  that  well.  Compa- 
nies that  have  been  experiencing  the 
most  difficulty  have  been  those  sell- 
ing to  builders  as  well  as  consumers. 
North  Carolina-based  Lowe's,  for  ex- 
ample, relies  on  housing  contractors 
for  50%  of  its  business;  profits  in  the 
last  fiscal  year  were  off  5.3% .  Scotty's, 
a  Florida-based  do-it-yourself  retailer 
with  30%  builder  business,  also  had  a 
mixed  year.  Its  earnings  were  up  a 
modest  4.9%. 


Still,  when  interest  rates  fall  and 
housing  recovers,  these  companies 
may  well  regain  much  of  the  lost 
ground.  Albert  Matamoros,  an  econo- 
mist with  Armstrong  World  Indus- 
tries, forecasts  that  even  with  GNP 
growing  at  a  modest  3%  this  year,  the 
do-it-yourself  market  will  expand  by 
10%  to  12%.  By  1983,  Matamoros 
sees  the  industry  regaining  the  15% 
growth  pace  of  the  1970s. 

Some  analysts  share  that  optimism. 
"We  think  housing  is  going  to  bounce 
back,  and  that  the  negative  aspect  is 
built  into  the  stocks,  but  the  recovery 
is  not,"  says  William  Gillard,  a  vice 
president  of  Kidder  Peabody.  Adds 


Barbara  Alexander,  who  follows  the 
industry  at  Smith  Barney,  Harris 
Upham,  "There  are  very  attractive 
growth  prospects  for  companies  able 
to  gain  market  share." 

Gillard  and  Alexander,  in  fact,  are 
still  among  the  few  Wall  Street  profes- 
sionals who  bother  to  study  do-it- 
yourself  companies  in  depth.  But 
their  ranks  are  growing.  After  attend- 
ing an  industry  seminar  last  month, 
Walter  Loeb,  who  follows  retail  sales 
at  prestigious  Morgan  Stanley,  decid- 
ed to  recommend  Payless  Cashways. 
Says  Loeb,  "This  is  an  emerging 
growth  area.  You  can  say  I'm  bullish 
on  the  industry."  ■ 


Streetwalker 


By  Eamonn  Fingleton 


Did  Dean  Witter  one-up  the  competition 
with  its  new  advertising  campaign?  Or  did 
Sears,  Roebuck's  brokerage  firm  simply 
take  an  unnecessary  risk? 


Superbull 


pretty  foolish  if  the  Dow  goes  to  750 
soon,"  says  Perrin  Long,  an  analyst 
who  follows  brokerage  firms  for  Lip- 
per  Analytical  Distributors. 

Remember  Merrill  Lynch's  discom- 
fiture last  fall  after  it  launched  a  simi- 
lar campaign.  A  barrage  of  full-page 
ads  proclaimed:  "Bonds.  The  dawn  of 
a  new  bull  market."  The  campaign, 
unfortunately,  marked  the  top  of  a 
bear  market  rally.  Prices  of  fixed-in- 
come issues  started  wilting  almost 
immediately,  and  within  four  months 
they  had  dropped  15%.  Today  Mer- 
rill's ads  are  mainly  remembered  by 
competitors,  who  sometimes  use 
them  as  a  sales  tool. 

Even  though  other  brokerages  have 
turned  bullish  on  equities  over  the 
past  four  weeks,  their  thoughts  are 
limited  to  client  circulars.  At  Drexel 
Burnham  Lambert,  Chairman  Robert 
Linton  says:  "We  are  cautiously  con- 
structive, but  everything  depends  on 
getting  a  workable  budget  compro- 
mise." Leon  Cooperman,  Goldman, 
Sachs'  investment  strategies  expert, 
thinks  that  the  market  is  close  to  "an 


Being  snowbound  in  Atlanta 
was  what  did  it,  says  Dean  Wit- 
ter Reynolds  market  strategy 
analyst  Francis  Kelly.  Things  just  had 
to  get  better  on  Wall  Street,  he  con- 
cluded in  that  unexpected  sojourn, 
and  there  followed  what  must  rank  as 
one  of  Wall  Street's  most  daring  at- 
tempts to  call  a  major  market  shift. 

In  full-page  advertisements  running 
nationwide,  the  firm  has  been  trum- 
peting the  beginning  of  "the  biggest, 
most  sustained  bull  market"  of  the 
century.  Privately,  Kelly  and  Dean 
Witter  President  Robert  Gardiner  in- 
sist the  campaign  is  not  an  attempt  to 
pinpoint  the  bottom.  "We  are  simply 
saying  that  we  are  in  a  bottom  area 
and  that  today's  values  will  look 
cheap  in  18  months,"  says  Kelly. 

Dangerous,  even  so.  Not  only  is 
Dean  Witter  spending  about  $1  mil- 
lion, but  it  is  risking  damage  to  its 
name  if  the  market  proves  Kelly 
wrong.  "They  may  get  it  right  in  the 
long  term,  but  they  are  going  to  look 


effective  low." 

So  far,  luck  has  been  on  the  bulls' 
side.  Dean  Witter  began  preparing  its 
campaign  in  early  March  when  the 
Dow  dipped  to  a  23-month  low  of 
795.47.  When  the  first  ads  were  com- 
pleted, the  Dow  was  below  810;  with- 
in three  weeks  it  was  testing  840. 

Still,  there  is  plenty  of  contrary 
opinion  around.  First  Boston,  for  in- 
stance, continues  to  urge  caution. 
"We  are  going  to  see  the  Dow  below 
790  this  summer,"  says  Managing  Di- 
rector fames  Freeman.  "People  think 
the  worst  is  over,  but  earnings  on  a 
year-on-year  basis  are  going  to  be 
down  again  in  the  second  and  third 
quarters."  At  E.F.  Hutton,  Chief 
Economist  Edward  Yardeni's  circulars 
remain  bearish.  "We  see  no  reason  to 
be  heroic  while  there  is  a  significant 
chance  of  real  depression,"  he  says. 

TOMORROW'S 
BULL  MARKET  BELONGS 
T0THE FIRST ONES 

to  sb  it  room 

LET  MAN  WITTER  REYNOLDS  HELP  YOU 
TO  BE  AMONG  THE  FIRST! 


In  (irt.  w  nuy  writ  hr on  liwvwjjT 


j  .  .  M.  j 

Dean  Witter  sees  the  future 

Telescope  or  rose-colored  glasses? 
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Streetwalker 


"We  may  miss  the  first  100  points  of 
the  next  bull  market,  but  in  the  mean- 
time our  clients'  cash  is  earning  a 
good  return."  Adds  Stanley  Berge, 
market  timing  expert  at  Tucker,  An- 
thony &.  R.L.  Day,  "We  are  going  to 
see  the  Dow  back  to  the  low  700s." 

At  Dean  Witter,  however,  Kelly's 
optimism  crystallized  on  Mar.  3, 
when  he  and  Research  Director  Lee 
Idleman  went  on  the  "shoutdown" 
communications  system  that  links 
the  firm's  335  offices.  Citing  the 
break  in  oil  prices,  the  prospects  for  a 
technological  revolution,  the  decline 
of  interventionism,  and  hopes  of  a 
federal  budget  compromise,  Kelly  told 
startled  dealers  the  Dow  could  hit 
5000  within  the  decade. 

That  day  the  Dow  crashed  10.66,  to 


815.16.  Still,  Dean  Witter  analysts 
were  under  orders  to  incorporate  Kel- 
ly's optimism  into  their  thinking.  By 
the  beginning  of  April,  21  new  stocks 
were  on  the  firm's  hard-core  buy  list, 
including  American  Cyanamid,  Cela- 
nese,  Ford  and  General  Motors.  Dean 
Witter  turned  bullish  on  the  dis- 
tressed 'high-tech  area — particularly 
Digital  Equipment,  General  Electric, 
Hewlett-Packard  and  Tandy — and 
printed  150,000  copies  of  a  booklet 
expounding  its  views. 

All  this,  of  course,  is  a  splashy, 
high-risk  strategy.  It  is  also  the  most 
visible  aspect  of  a  herculean  effort  by 
Robert  Gardiner  and  Chairman  An- 
drew Melton  to  make  Dean  Witter, 
under  its  new  parent,  Sears,  Roebuck 
&  Co.,  undisputed  number  two  to 
Merrill  Lynch.  According  to  Gardiner, 
the  firm  is  already  number  two  in 
volume  of  shares  traded  and  in  client 


numbers.  But  it  is  trailing  badly  ii 
profitability:  Its  earnings  totaled  onlj 
$51.6  million  in  the  year  to  last  Au 
gust,  compared  with  $199.7  milhoi) 
for  the  same  period  at  Merrill  Lyncl 
and  $78.5  million  at  E.F.  Hutton 

Part  of  the  reason  is  that  Idlemaj 
has  increased  his  staff  of  research  anaj 
lysts  by  one-third  in  the  past  twt 
years.  His  budget  before  printing  cost 
now  tops  $10  million,  nearly  doubb 
the  figure  four  years  ago.  He  claims  u 
pay  some  of  the  highest  salaries  oi 
Wall  Street;  a  good  analyst  can  expec 
up  to  $250,000  a  year. 

If  Dean  Witter's  current  attempt  a 
calling  the  market  through  its  advert 
tising  proves  well  timed,  the  firm' 
image  is  bound  to  improve  further.  A 
Gardiner  says,  "If  we  are  rights  wi 
would  not  hesitate  to  run  the  a< 
again — with  a  few  extra  words."  1 
he's  wrong,  somebody  else  will.  ■ 


Q. 


Which  insurance  broker  is  as  good 
at  identifying  your  risk  management 
problems  as  it  is  at  solving  them? 


A.  Rollins  Burdick  Hunter. 


RpLLINS  BURPICK, 
HUNJEK 

Taking  Risk  Out  Of  Risk  Management 
.  Worldwide 
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Trying  to  figure  out  Ginnie  Mae  yields 
can  send  you  to  a  computer — but  it 
might  be  a  worthwhile  trip. 

A  $  105  BILLION 
HEADACHE 


By  Ben  Weberman 


In  these  times  of  troubled — and  po- 
tentially troubled — credits,  fixed- 
income  investors  should  stay  with 
quality.  That  is  why  I  have  fre- 
quently recommended  the  purchase 
of  Government  National  Mortgage 
Association  securities.  Most  every- 
one calls  them  Ginnie  Maes. 

In  the  past  month,  however,  I 
have  had  a  stimulating  learning  ex- 
perience about  the  $105  billion 
GNMA  market.  In  the  Mar.  29  issue 
of  Forbes,  I  quoted  specific  Ginnie 
Mae  yields  while  extolling  the  vir- 
tues of  these  investments.  The  con- 
sequent mail  about  the  validity  of 
the  numbers  I  used  opened  my  eyes 
to  something:  It  just  isn't  possible 
to  calculate  a  single,  reliable  yield 
to  maturity  for  mortgage  pass- 
through  securities. 

You  can  come  pretty  close — as  I 
did  in  my  column — but  that's  not 
good  enough  for  lots  of  sharp-pen- 
ciled Forbes  readers.  In  fact,  almost 
every  Ginnie  Mae  dealer  has  his 
own  method  of  calculation.  Here 
are  some  tips  from  the  pros. 

GNMA  certificates  are  issued  in 
minimum  initial  denominations  of 
$25,000.  When  you  buy  one  you  get 
a  share,  or  participation,  in  a  speci- 
fied pool  of  FHA-VA  mortgages.  In- 
terest and  principal  are  guaranteed, 
but  prepayment  variations  could 
mean  you'll  get  your  capital  back 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine 


sooner  or  later  than  you  planned. 
Underlying  mortgage  maturities  are 
usually  30  years.  There  are  now 
51,557  separate  mortgage  pools,  and 
repayment  rates  aren't  all  the  same. 
Real  estate,  for  example,  turns  over 
faster  in  California  than  in  Massa- 
chusetts. So  more  mortgages  there 
get  paid  off  early. 

There's  another  difference  too. 
Pools  of  8%  mortgages  are  prepaid 
very  slowly  today,  certainly  far 
more  slowly  than  several  years  ago 
when  8%  was  the  market  interest 
rate.  At  the  other  extreme,  pools  of 
15%  and  16%  mortgages  tend  not  to 
be  paid  off  early  because  homes 
with  these  high  mortgage  rates 
can't  be  resold.  Still,  you  can  bet 
your  boots  these  will  disappear 
quickly  when  the  going  rates  for 
mortgages  fall  to  12%  or  13%. 

The  biggest  error  made  in  the  in- 
dustry is  the  assumption  that  obli- 
gations will  be  paid  off  over  an  aver- 
age of  12  years.  This  "standard" 
may  have  worked  reasonably  well 
in  the  past — but  not  today.  A  pool  of 
30-year  mortgages  put  together,  say, 
in  1977  does  not  have  the  same  re- 
maining life  as  a  similar  pool  put 
together  in  1982,  or  in  1972. 

That's  the  case,  of  course,  but  the 
industry  goes  on  calculating  rate  of 
return  as  if  the  old  mortgage  pools 
and  the  new  ones  all  have  the  same 
12-year  life.  To  be  done  correctly,  it 
is  necessary  to  make  assumptions 
about  the  age,  nature  and  amount  of 
future  principal  prepayments. 

Now  let's  go  back  to  my  March 
column.  Where  I  was  misleading 
was  in  citing  yields  based  on  differ- 
ent remaining  average-life  assump- 
tions for  9%  and  11%  GNMAs.  For 
example,  I  mentioned  that  9% 
GNMAs  priced  in  mid-March  at  69 
carried  a  14.63%  yield  using  the 
standard  12-year  life  assumption. 
While  some  GNMA  9s  were  issued 
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in  1978,  others  go  back  to  1974. 
Despite  today's  high  interest  rates, 
and  the  fact  that  few  of  the  9s  are 
being  prepaid,  the  remaining  life  of 
these  pools  is  under  12  years.  That 
is  why  the  yield  on  the  discount 
priced  pool  is  72  basis  points  higher 
than  the  12-year  life  assumption. 

Computer  experts  have  a  field  day 
with  all  these  variables.  Chuck 
Ramsey,  a  GNMA  specialist  at  Mar- 
cus Stowell  &  Beye  Investment 
Bankers  of  Houston,  takes  data  for 
each  mortgage  pool  that  GNMA  re- 
leases monthly,  feeds  it  into  his  Ap- 
ple Computer  and  comes  up  with  an 
estimated  current  rate  of  prepay- 
ment. From  that  he  calculates  what 
he  readily  admits  is  just  an  estimat- 
ed yield. 

All  these  abstractions  become  re- 
ality very  fast  when  you  actually 
buy  a  Ginnie  Mae.  Reader  T.C.  At- 
kinson, for  example,  reports  a  disap- 
pointing prepayment  experience  on 
an  investment  he  made  in  1978. 
During  the  first  year,  Atkinson's 
$25,000,  8%  GNMA  pool  repaid 
about  $600  a  month  in  principal. 
The  second  year,  repayments  of 
principal  were  down  to  around  $150 
a  month.  In  1981,  the  monthly  aver- 
age was  only  $100,  with  some 
monthly  payments  just  $20. 

This  is  typical  of  the  market — 
and  Atkinson  may  be  typically  un- 
happy. He  wants  high  cash  flow.  He 
could  sell  his  GNMA  certificates  at 
a  price  of  perhaps  65  and  take  the 
loss  for  tax  purposes.  He  would  then 
be  able  to  reinvest  in  a  SlA%  Ginnie 
Mae  priced  at  58  and  an  average 
principal  flow  that  amounted  to 
$549.17  per  month  last  year.  That's 
the  highest  of  any  Ginnie  Mae  pool, 
according  to  Ramsey's  computer. 

If  you  can't  afford  $25,000  certifi- 
cates, there  are  GNMA  unit  invest- 
ment trusts.  Merrill  Lynch  has  just 
created  one  that  permits  purchase 
of  small  amounts  of  Ginnie  Maes 
for  IRA  and  Keogh  accounts.  The 
trust  is  committed  to  maintaining  a 
ratio  of  40%  of  GNMA  15s  and  60% 
GNMA  16s.  The  yield  calculated  on 
the  standard  12-year  life  basis  is 
14.94%.  Since  these  are  all  new 
mortgages,  the  yield  level  is  close  to 
what  actual  experience  ought  to  be. 

After  reading  all  this,  you  may 
think  Ginnie  Maes  are  too  compli- 
cated to  be  worth  the  bother.  I  don't — 
but  I  do  know  you've  got  to  under- 
stand them  before  you  invest.  ■ 
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Remember:  There  are  only  two  items  in  a 
balance  sheet  that  are  for  real — cash, 
ivhich  can  be  counted,  and  all  liabilities. 

BEWARE  OF 
SHIBBOLETHS 


By  Heinz  H.  Biel 


Until  a  few  years  ago  the  financial 
pages  of  our  newspapers  gave  only 
price  information  (year's  range, 
open,  high,  low,  last  and  change  for 
the  day)  as  well  as  the  dividend  rate. 
Then  it  was  decided  to  add  dividend 
yield  and  the  P/E  ratio  for  stocks, 
omitting  the  opening  price  to  make 
room  for  the  additional  information. 

I  don't  think  that  this  was  much 
of  an  improvement.  In  fact,  such 
raw  data  can  be  dangerous  for  the 
uninitiated  investor.  To  begin  with, 
anyone  who  can't  figure  out  the 
yield  when  given  price  and  dividend 
rate  needs  at  least  some  remedial 
schooling.  Second,  while  yield  is  an 
important  element  for  the  investor 
in  bonds,  it  should  never  be  a  deci- 
sive factor  for  the  buyer  of  stocks.  It 
can  lead  to  terrible  mistakes. 

I  have  been  preaching  for  years 
that  stocks  should  be  bought  for 
their  growth  and  appreciation  poten- 
tial rather  than  for  income,  particu- 
larly when  you  can  earn  twice  as 
much  on  U.S.  Treasury  securities  as 
on  the  average  stock,  as  is  the  case 
today.  Some  naive  investors  buy 
weak  utility  stocks  rather  than  the 
strongest  just  to  get  a  somewhat 
larger  return.  That  is  just  plain  stu- 
pid. Wall  Street,  it  should  be  remem- 
bered, is  not  a  place  where  they  hand 
out  candy  to  children,  and  the  pro- 
fessionals know  darn  well  why  one 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
Jinn  of  J  annex  Montgomery  Scott 


stock  yields  more  than  another. 
What  happened  to  the  generous 
yield  on  Ford,  for  instance?  At  the 
end  of  1979,  with  the  stock  selling  at 
32,  the  yield  was  12'/2% .  A  year  later 
it  was  6%  and  Ford  sold  at  20;  today 
there  is  no  yield. 

The  P/E  ratio  is  important,  if  prop- 
erly used  and  clearly  understood.  The 
astronomical  multiples  at  which 
the  super-blue  chips  sold  in  the  ear- 
ly Seventies  gave  a  clear  warning, 
but  the  P/E  ratio  can  also  rise  to 
seemingly  unrealistic  heights  when 
earnings  decline.  For  example,  right 
now  it  is  4C|  for  General  Motors! 

The  lowest  P/E  ratio  shown  on 
the  financial  pages  would  seem  to 
be  2  for  U.S.  Steel.  How  come? 
Well,  the  company  reported  a  net 
income  of  $12.07  a  share  for  1981, 
but  these  "earnings"  include  profits 
realized  on  the  sale  of  assets.  Ad- 
justing earnings  to  exclude  such  and 
similar  items,  U.S.  Steel's  income 
per  share  would  be  reduced  to  $7.54, 
lifting  the  P/E  ratio  from  2  to  about 
3.  This,  too,  is  a  very  low  multiple, 
but  if  1982  should  turn  out  to  be  a 
bad  year  for  the  company,  it  will 
inevitably  be  much  higher. 

Or  take  Woolworth,  a  company 
that  hasn't  covered  itself  with  glory 
in  recent  years.  According  to  the 
papers,  the  stock  yields  better  than 
10%  and  sells  at  6.5  times  reported 
1981  earnings  of  $2.60  a  share. 
However,  if  again  you  exclude  var- 
ious items  that  are  not  really  "in- 
come," earnings  drop  to  95  cents 
and  the  P/E  jumps  to  18,  or  nearly 
the  same  as  is  enjoyed,  with  much 
justification,  by  that  fabulously  suc- 
cessful company,  Wal-Mart  Stores. 
The  dividend  yield  on  that  stock, 
however,  is  a  minuscule  three-quar- 
ters of  1%.  No  income-minded  in- 
vestor would  have  touched  Wal- 
Mart.  Woolworth,  or  Sears  for  that 
matter,  seemed  so  much  "cheaper." 


Another  shibboleth,  of  course,  is 
book  value.  This  depends,  to  a  great 
extent,  on  whether  a  company's  as- 
sets consist  largely  of  brick,  mortar 
and  other  tangible  assets — in  other 
words  whether  it  is  capital  inten- 
sive or  whether  its  assets  are  mainly 
brains,  knowhow,  patents  and  the 
like.  Apple  Computer  had  a  book 
value  of  less  than  $1  a  share  when  it 
went  public  at  $22.  Ford  had  a  book 
value  of  $84  in  1979,  and  look  what 
happened.  Woolworth  has  a  book 
value  of  $46,  is.  Wal-Mart's  $10.  Ob- 
viously, book  value  should  never  be 
the  sole  or  even  a  major  criterion  for 
judging  the  merits  of  a  stock. 

Return  on  equity  is  another  shib- 
boleth. A  20%  return  is  considered 
very  good;  30%  is  remarkable.  True 
enough,  but  if  the  market  value  is 
several  times  greater  than  the  equi- 
ty on  which  such  percentage  is 
based,  the  investor  may  not  be  get- 
ting a  bargain.  And  if  a  company's 
capital  structure  is  highly  lever- 
aged, i.e.,  a  huge  debt  and  very  little 
equity,  a  high  return  on  equity  may 
be  terribly  misleading  as  an  indica- 
tor of  profitability. 

What  constitutes  earnings?  Even 
the  accountants  are  not  sure.  There 
arc  so  many  adjustments  for  sales  of 
assets,  writedowns  of  assets,  curren- 
cy fluctuations,  tax  deferments,  etc. 
And  what  about  inflation?  Further- 
more, earnings  can  be  "massaged" — 
deliberately  overstated  or  understat- 
ed— depending  on  the  management's 
intentions  and  philosophy.  Be  sure  to 
read  the  footnotes  before  accepting 
reported  earnings  per  share  as  the 
gospel  truth. 

Finally,  a  word  on  balance  sheets. 
At  school  some  50-odd  years  ago,  I 
learned — and  it  is  as  true  today  as  it 
was  then — that  there  are  only  two 
items  in  a  balance  sheet  that  are  for 
real:  cash,  which  can  be  counted, 
and  all  liabilities,  which  won't  go 
away,  as  much  as  you  might  want 
them  to.  All  else — receivables,  in- 
ventories, fixed  assets  and  invest- 
ments— are  subject  to.  .  .  .  They 
may  be  overstated  or  understated, 
as  the  case  may  be. 

All  serious  investors  and  stock 
analysts  give  consideration  to 
yields,  P/E  ratios,  book  values,  re- 
turn on  equity,  earnings  and  bal- 
ance sheets.  But  these  data  have  to 
be  used  with  discretion  and  in  con- 
junction with  other  factors.  In  brief, 
beware  of  shibboleths!  ■ 
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A  Special  Invitation  from  VALUE  LINE 

To  Investors  Who  Use 
Discount  Brokers 

. .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors 
'  ire  turning  to  discount  brokers  to 
:ut  commission  costs.  Generally, 
kWs  is  appropriate  only  for  those 
:vho  make  their  own  decisions, 
<  ;ince  most  discount  brokers  do 
i  lot  provide  investment  research. 
So,  if  you're  doing  business  with 
a  discount  broker,  you  need  the 
best  independent  research  you 
3an  get.  (Your  commission  sav- 
I  ngs  on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.) 
Here's  how  Value  Line  can  help: 


We'd  like  to  send  you  Value  Line's 
fatest  full-page  Reports  on  each  of 
11700  stocks  under  continual 
i  eview.  These  come  to  you  ready 
or  instant  use,  fully  indexed  and 
oose-leaf  bound  in  the  Investors 
Reference  Service  and  will  be 
systematically  updated  by  new 
>  Reports  in  the  weeks  ahead.  Filing 
hakes  less  than  a  minute  a  week. 
JiAII  this  material  is  so  organized  in 
pour  binder  that  you  can  quickly 
|l urn  to  a  continually  updated 
[report  on  almost  any  leading 
l;;tock. 

r'hese  comprehensive  Reports  cov- 
pr  almost  every  stock  that's  likely 
)  o  be  of  interest  to  you.  The  1700 
I  stocks  covered  by  Value  Line  ac- 
count for  approximately  96%  of  all 
ElJollar  trading  volume  in  the  U.S. 
tiijquity  markets.  With  Value  Line, 
ii'ou're  really  "well  armed." 
li\  typical  Value  Line  full-page  Re- 
port on  a  stock  includes  22  series 
'  )f  vital  financial  and  operating  sta- 
:  istics— going  back  15  years  and 
jstimated  3  to  5  years  into  the 
'  uture—  plus  ratings  and  estimates 
JDf  relative  Price  Performance  in 
'  he  next  12  months,  long-term  per- 
centage Appreciation  Potential, 


Safety,  current  Yield  and  P/E 
compared  to  past  norms,  and 
Value  Line's  analysis  of  ongoing 
corporate  developments.  About 
130  Reports  are  issued  every  week 
— 1700  every  13  weeks,  in  regular 
sequence. 

But  perhaps  most  significant  of  all 
is  the  objective  Value  Line  Rank- 
ing System  which  reduces  thou- 
sands of  hours  of  research  by  70 
experienced  analysts  and  statis- 
ticians to  two  straightforward  sig- 
nals, the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  to  Avoid  Now.  Because 
Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700 
stocks,  you  can  quickly  and  easily 
identify  which  stocks  we  currently 
rate  relatively  best  and  worst  for 
your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks 
currently  ranked  below  average 
for  Timeliness  (Performance)  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 

Double  Bonus  Offer,  if  you're 
an  independent  investor— if  you 
call  your  own  shots— you  should 
settle  for  nothing  less  than  the 


INTRODUCTORY  OFFER 

*  □  Begin  my  10-week  trial  subscription  for  $33  to 
I  The  Value  Line  Survey  (limited  once  to  any 
'  household  every  two  years)  and  send  me  the  two 
|  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

|  □  Begin  my  1-Year  (52  issues)  subscription  for 

•  $330  and  send  me  the  two  bonuses  listed  above. 
I  There  are  no  restrictions  with  this  annual 
I  subscription. 

SPECIAL  EXTRA  BONUS 

I  A    pocket-size    CREDIT  \mmfftmW\ 

I  CARD     LCD     CALCULA-  ML 

I  TOR  given  to  you  when  L^^SSISSS 

I  you     order     The     Value  I 

|  Line  Investment  Survey  for  one  year. 

I  This  subscription  is  tax-deductible  and  non- 

I  assignable. 

I 


best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  12  months.  Plus  two  immedi- 
ate bonuses— the  two-volume 
Investors  Reference  Service  and 
our  penetrating  new  96-page 
guidebook,  "Evaluating  Common 
Stocks,"  which  explains  how  even 
inexperienced  investors  can  apply 
thousands  of  hours  of  profession- 
al research  to  their  own  portfolios 
by  focusing  on  only  two  unequi- 
vocal ratings,  one  for  Timeliness 
(Performance  in  next  12  months), 
the  other  for  Safety. 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory  Trial 
Offer.  Or  if  you  prefer— and  if  no 
member  of  your  household  has 
subscribed  to  Value  Line  in  the 
past  two  years— you  may  take  an 
introductory  10-  week  trial  for  only 
$33.  You  get  the  same  bonuses 
and  the  same  money-back  guar- 
antee. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American 
Express  or  Visa,  phone  1-800- 
331-1750  (operator  13)  24  hrs. 
7  days  a  week. 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  

Account  #  

(N.Y.  residents  add  sales  tax.) 


Signature 


Name 


Address  Apt.  No. 


City  State  Zip 

    I 
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!  The  Value  Line  Investment  Survey  i 

|  Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  | 
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GeoResources,  Inc.  0 
GeoResources  Reports  Record  Year 

WILLISTON,  N.D.,  March  29— GeoResources,  Inc.,  (GEOI) 
a  natural  resources  exploration  and  production  company, 
today  reported  increases  of  44%  in  revenues  and  28%  in 
net  income  for  the  year  ended  December  31,  1981. 

Lonnie  W.  Mollberg,  president  of  GeoResources,  noted  that 
the  company  produced  a  record  77,000  barrels  of  oil  and  74 
million  cubic  ft  of  natural  gas  during  1981,  increases  of  20% 
and  268%,  respectively,  overthe  prior  year.  The  company  also 
shipped  a  record  13,000  tons  of  leonardite,  up  13%  over 
1980.  Leonardite  (oxidized  lignite)  is  used  primarily  as  a 
fluid-loss  control  agent  in  drilling  muds. 

During  1981  the  company  participated  in  the  drilling  of  17 
wells  (1 1  oil  and  6  gas)  in  or  near  the  Williston  Basin;  all  but 
one  of  them  were  successful.  The  new  wells  increased  the 
company's  proved  developed  oil  reserves  at  year  end  to  1.3 
million  barrels,  a  gain  of  48%  from  a  year  ago.  Natural  gas 
reserves  rose  to  1.8  billion  cubic  ft,  an  increase  of  525%. 

"We  expect  further  increases  in  oil  and  gas  production 
and  in  leonardite  shipments  in  1982,  especially  in  the 
second  half  when  a  new  leonardite  plant  goes  into  produc- 
tion," Mollberg  said. 

GeoResources  has  interests  in  46  producing  oil  and  gas 
wells  in  or  near  the  Williston  Basin,  and  has  102,000  acres 
of  undeveloped  properties.  The  company  is  the  second 
largest  producer  of  leonardite  in  the  U.S. 

(000's  omitted  except  in  per  share  data) 


12  mos.  ended  12/31 

%  Change 

1981 

1980 

Oil  and  gas  revenues 

$2,651 

$1,883 

+  51 

Leonardite  revenues 

1,112 

 874 

+  27 

Total 

$3,964 

$2,757 

+  44 

Net  income 

986 

773 

+  28 

Per  share 

$  0.25 

$  0.20 

+  25 

Average  common  shares 

3,904 

3,887 

and  equivalents 

Oil  production  (bb!s.) 

77,303 

64,322 

+  20 

Gas  production  (MCF) 

74,409 

20,216 

+  268 

Leonardite  shipments  (tons) 

12,989 

11,476 

+  13 

RESERVES  AT  YEAR-END 

(Proved/developed) 

Oil  (bbls.) 

1,254,425 

846.534 

+  48 

Gas  (MCF) 

1,752,437 

280,597 

+  525 

For  additional  information,  or  a  copy  of  the  company's 
1981  annual  report; 

(Contact:  Lonnie  W.  Mollberg,  President,  GeoResources, 
Inc.,  P.O.  Box  1505,  Williston,  N.D.,  58801  (701/572-2020). 


LOMAK  PETROLEUM,  INC.  O 

HARTVILLE,  Ohio,  March  30,  1982— LOMAK  PETROLEUM 
INC.,  (OTC  NASDAQ:  LOMK),  an  Ohio-based  independent 
petroleum  producer,  today  announced  record  revenues  and 
earnings  for  its  1981  fiscal  year. 

Net  earnings  of  $402,300  ($.04  per  share)  on  revenues  of 
$8,949,600  were  the  largest  in  the  company's  history. 
Revenues  in  1980  were  $1,410,600,  and  resulted  in  a  net 
loss  of  $504,000  ($.06  per  share). 

The  company's  joint  venture  with  Colton  East,  Inc.,  a 
wholly-owned  subsidiary  of  the  Gillette  Co.,  was  responsible 
for  half  of  the  $7.6  million  of  revenues  from  drilling 
operations. 

This  venture,  to  which  the  company  has  contributed 


$900,000  in  capital,  is  the  owner  of  the  Kirby  Thomas  Unit 
No.  1,  which  has  produced  more  than  30,000  barrels  of  oil 
since  it  was  placed  into  production  in  early  October  1981. 
The  venture  has  drilled  several  offsets  to  this  well  (all  of 
which  have  been  completed)  which  show  early  indications  of 
from  15  to  75  barrels  per  day. 

"Improved  completion  techniques  are  to  be  given  credit 
for  the  high  level  of  production,"  said  Steven  L.  Grose,  Vice 
President-Operations,  who  also  noted  that  older  wells  in  the 
immediate  vicinity  had  averaged  20  barrels  (or  less)  per 
day. 

C.R.  Michaels,  president  of  LOMAK,  also  announced  that 
Colton  had  agreed  to  extend  the  venture  for  the  drilling  of  up 
to  an  additional  110  wells,  for  an  anticipated  total  cost  of 
$24,500,000,  assuming  all  110  wells  are  drilled. 

Of  the  approximately  $13,500,000  in  intangible  costs 
expected  to  be  spent  in  the  1982  phase,  80  percent  will  be 
contributed  by  Colton  and  20  percent  by  LOMAK.  Anticipated 
tangible  equipment  costs  of  approximately  $11,000,000  will 
be  externally  financed  by  the  venture. 

The  venture,  as  well  as  LOMAK'S  participation  in  two 
publicly-held  drilling  programs,  has  resulted  in  substantial 
increases  in  proved  developed  oil  and  gas  reserves. 

The  present  value  of  future  net  revenues,  as  estimated  by 
LOMAK'S  independent  petroleum  engineers,  rose  from  less 
than  $500,000  at  the  end  of  1980  to  more  than  $3,200,000 
after  adjusting  for  1981  production. 

"We  expect  additional  increases  during  1982,  as  a  direct 
result  of  the  Colton  joint  venture,"  stated  Edward  M.  Levy, 
Vice  President-Finance.  "We  also  expect  our  net  reserve 
position,  which  increased  from  18,600  barrels  of  oil  and 
237,000  MCF  of  gas  in  1980  to  95,800  barrels  and  776,100 
MCF  in  1981,  to  be  revised  upward  during  1982  as  new 
wells  are  turned  on  and  producton  histories  are  developed," 
he  said. 

(Contact:  Edward  M.  Levy,  Vice  President-Finance,  LOMAK 
PETROLEUM  INC.,  1160  West  Orange  St.,  Hartville,  OH 
44632.  Phone-.  (216)  877-6747.) 


TACOMA  BOATBUILDING  CO.  A 

TACOMA,  Wash.,  March  12,  1982— Tacoma  Boatbuilding 
Co.  (NYSE:  TBO)  today  reported  record  net  income  for  the 
year  ended  December  31,  1981  of  $6.6  million  or  $2.65  per 
share  (fully-diluted)  on  record  revenues  of  $168.6  million 
compared  to  net  income  of  $4.6  million  or  $2.57  per  share 
on  total  revenues  of  $119.4  million  for  1980. 

For  the  fourth  quarter,  Tacoma  Boat  reported  net  income 
of  $2.5  million  or  $.87  per  share,  (fully-diluted)  on  revenues 
of  $55.0  million  compared  to  net  income  of  $1.0  million  or 
$.46  per  share  on  revenues  of  $31.4  million  in  the  final 
period  of  1980. 

Earnings  per  share  in  the  fourth  quarter  of  1981  were 
based  on  3,218,155  common  and  common  equivalent 
shares  outstanding  compared  to  2,248,459  shares  for  the 
comparable  period  of  1980,  reflecting  the  potential  dilution 
effect  of  the  company's  $20  million  convertible  debenture 
offering  in  July  1981.  In  addition,  1980  fourth  quarter  and 
full  year  results  have  been  restated  to  reflect  the  50%  stock 
dividend  paid  July  7,  1981. 

"1981  has  been  a  significant  year  for  Tacoma  Boat," 
said  Frank  B.  Lynott,  chairman.  "We  are  pleased  that 
revenues  rose  41%  and  net  income  44%  over  last  year's 
strong  showing  and  we  fully  expect  to  continue  this  perfor- 
mance based  on  current  and  potential  prospects.  Backlog  is 
a  record  $310-million." 

Tacoma  Boat  presently  has  32  vessels  under  construction 
and/or  repair.  The  company's  Escher  Wyas  propeller  division 
and  its  machine  shop  facilities  are  operating  at  capacity. 

"Anticipated  aoproval  of  the  U.S.  Maritime  Administra- 
tion financing  guarantees  for  the  $63  million  contract  from 
Apollo  Company  L.P.  to  Tacoma  Boat  will  mean  that  engi- 
neering and  construction  of  the  two  planned  incinerator 
ships  can  proceed  on  schedule,"  Lynott  said.  Upon  their 


delivery  in  late  1983-early  1984,  the  ships  will  be 
from  Apollo  and  operated  by  At-Sea  Incineration,  whi 
acquired  by  Tacoma  Boat  on  December  29,  1981 

The  company's  common  stock  was  listed  on  the  Nt 
Stock  Exchange  on  February  18,  1982  after  trading 
American  Stock  since  December  5,  1980.  The  con 
initial  public  offering  was  September  30,  1980. 

Tacoma  Boat  designs,  constructs  and  repairs  m 
size  steel  and  aluminum  vessels  for  commercial  cu 
primarily  in  the  fishing  and  offshore  petroleum  ind 
for  the  U.S.  Navy  and  Coast  Guard  and  for  foreign 
ments.  The  company-operated  shipyards  in  Tacom 
complete  design,  engineering,  outfitting  and  machii 
capabilities. 

Contact:  Frank  Lynott,  Chairman,  Tacoma  Boatt 
Co.,  1840  Marine  View  Drive,  Tacoma,  WA  98422 
(206)  572-3600. 


UNITED  TELECOMMUNICATIONS,  INC. 

KANSAS  CITY,  MO.— United  Telecommunicatior 
earnings  per  share  from  continuing  operations  for  II 
quarter  of  1982  were  64  cents,  up  3  percent  from  6i 
in  1981,  Chairman  Paul  H.  Henson  announced  todai 

Earnings  per  share  for  the  quarter  were  64 
compared  to  $1.37  in  the  first  quarter  of  1981  wl 
company  recorded  a  gain  of  75  cents  per  share  on  I 
of  Calma  Company. 

For  the  12  months  ended  March  31,  1982,  earni 
share  from  continuing  operations  were  $2.50  and  ei 
per  share  were  $2.50,  compared  to  $2.39  and 
respectively,  for  the  12  months  ended  March  31,  198 
year  results  have  been  restated  for  the  Januar 
acquisition  of  Insurance  Systems  of  America. 

Henson  said  the  company's  telephone  operatio 
vided  the  impetus  for  the  first  quarter  increase  in  e 
from  continuing  operations.  He  noted  that  long 
calling  volume  in  the  United  Telephone  System  was 
percent  over  the  first  quarter  of  1981.  He  said  the  ef 
a  weak  business  climate  had  more  significant  im 
United's  computer  services  and  distribution  busine: 

UNITED  TELECOMMUNICATIONS,  INC. 
(Consolidated) 
(Thousands  of  Dollars) 

Three  Months 
March  31 


1982 

Revenues  and  Sales: 

United  Telephone  System 

$441,063 

United  Communications  Systems 

111,351 

United  Telecom  Computer  Group 

38,222 

United  Telecom  Communications,  Inc. 

4,931 

Inter-Company  Sales 

(3,975) 

Total  Revenues  and  Sales 

$591,592 

Income  from  Continuing  Operations 

$  50,938 

Discontinued  Operations 

Net  Income 

$  50,938 

Preferred  Stock  Dividends 

1,264 

Earnings  Applicable  to  Common  Stock 

$  49,674 

Earnings  per  Common  Share 

from  Continuing  Operations. 

Assuming  no  dilution 

64* 

Assuming  full  dilution 

62* 

Earnings  per  Share: 

Assuming  no  dilution 

640 

Assuming  full  dilution 

62t 

Average  Number  of  Common  Shares 

77,604 

•Restated  to  reflect  company  merged  on 

pooling  of  interests 

(Contact:  Don  Forsythe,  United  Telecommunicatioi 
P.O.  Box  11315  Plaza  Station,  Kansas  City,  M0 
Phone:  (913)  676-3343.) 
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ICTOR  INDUSTRIES  INC.  0 

I  BELLEVUE,  WA.,  (Est.  since  January  1926.  Incorporated  in 
::tateof  Idaho).  April  1,  1982: 

To  our  Shareholders 
I  Since  the  close  of  1981  and  the  first  quarter  of  1982 
ictor  Industries  Inc.  has  continued  to  maintain  an  aggres- 
I  ve  approach  in  expanding  their  acreage  holdings  in  oil  and 
[?as  properties.  The  geographical  expansion  and  growth  in 
lie  oil  and  gas  holdings  of  Victor  Industries  Inc.  has  been 
predicated  by  our  confidence  in  the  present  budget  policies 
Kir  government  has  adopted  which  should  make  a  gradual 
Kcovery  from  the  present  economic  recession.  Our  stock- 
folders  should  realize  a  growth  company,  such  as  Victor 
Industries  Inc.,  must  continue  with  their  aggressive  ap- 
proach toward  building  the  companies  asset  base  in  lean 

•  mes  and  to  be  able  to  raise  financing  to  develop  their 
jissets  in  a  bullish  market.  A  junior  growth  company  must 
Fave  the  strength  to  acquire  oil  and  gas  and  mining 
I' roperties  with  terms  that  do  not  call  for  an  immediate 
ii  srformance  and  are  not  too  heavily  burdened  with  financial 
liiquirements  for  it  to  survive  and  expand  on  their  develop- 
ments in  growth  times  of  our  economy. 

I  To  date  Victor  Industries  Inc.  has  purchased  18  drill  sites 
1  Licking  County,  Ohio  with  an  option  to  participate  in  a 
rill  program  with  Horn  Resources  in  the  Jewelsburg  Basin 
;  f  Colorado.  Victor  Industries  Inc.  is  completing  the  pur- 
i  nase  of  2000  contiguous  acres  of  undeveloped  leases  and 
>9  producing  oil  wells  in  Owensburg,  Kentucky.  Pioneer 
letroleum  &  Mining  Inc.,  a  public  company  and  subsidiary 
If  Victor  Industries  Inc.,  will  have  the  option  as  operator  to 
jam  a  50%  interest  in  29  producing  wells  and  a  50% 
forking  interest  in  the  remaining  150  drill  sites.  Victor 
lidustries  Inc.  has  the  right  within  the  conditions  of  the 
igreementto  form  their  working  interest  to  limited  partners 
I  finance  their  cost  by  a  secondary  offering.  Their  partici- 
tation  in  the  Owensburg  County,  Kentucky  project  will  be 
ione  in  three  50  well  stages  to  be  completed  within  three 
;ars. 

We  expect  our  recent  acquisition  of  mill  equipment  for  a 
)00  ton  per  day  mill  at  the  Innocenti  tungsten  mine,  17 
tiles  south  of  Carson  City,  Nevada,  will  be  in  the  develop- 

*  lent  stage  upon  repair  and  reconstruction  of  the  roads  to 
ne  mine  site.  Mr.  Robbins,  our  consulting  geologist,  of 
pokane,  Washington,  has  reported  on  the  Santa  Maria 
r  roject  in  Pershing  County,  Nevada  and  in  his  report  he 
1  otes  the  geology  of  this  area  is  very  similar  to  the  geologic 
mdel  of  the  Delamar  and  Rochester  area  where  bulk  tonage 
nd  low  grade  silver  deposits  contain  21  million  ounces  of 
ilver  and  230,000  ounces  of  gold  to  1.3  billion  ounces, 
ilver  respectively  at  grades  ranging  between  1.5  and  4.2 
bt  silver  and  0.046  opt  gold.  Therefore,  since  this  area  is 
in  the  same  structures  with  similar  geologic  conditions 
lese  groups  could  assume  to  have  about  the  same  total 
isource  potential  as  the  production  from  the  Seven  Troughs 
rea  to  the  south  less  50%  for  mining  or  75,000  ounces 
old  and  500,000  ounces  Ag  from  epithermal  vein  type 
ieposits.  Also  the  geology  of  this  area  resembles  very  closely 
I  it h  the  geology  of  the  Rochester  District  which  is  reported 
I  have  possible  reserves  of  88  million  tons  averaging  1.5 
lot  ounce  silver  and  the  Delamar  at  5  million  tons  proven 
iserves  of  4.2  opt  silver  and  0.046  opt  gold.  The  Seven 

■  'oughs  District  is  in  the  same  Lovelock-Austin  Mineral  Belt 
s  the  Rochester  District  and  is  on  the  same  Reno-Butte 
nament  as  in  the  Delamar.  Both  of  these  deposits  are 

:  assed  as  bulk  tonnage,  low  grade  stratiform  silver  depos- 
s  by  Watson  and  found  in  volcanic  rhyolite  host  rocks  of 
'iassic  and  Tertiary  Age.  Mr.  Robbins  suggest  1.3  million 
ollars  be  spent  to  continue  exploration  and  development  on 

ur  Santa  Maria  Mine  Project  (Lucky  4  &  Doc  group  of 
laims). 

(Contact:  Vic  Boykiw,  President,  Victor  Industries  Inc., 
15  116th  Ave.,  N.E.,  Suite  205,  Bellevue,  WA  98004.  Phone: 
!06)  453-9499.) 


For  further  information  on 
Corporate  Report  Updates 
Call    Sarah  Madison 
(212)  620-2371 


WHAT'S  MORE  SHOCKING 
THAN  FINDING  OUT 
WHAT  THE  REST  OF  THE  WORLD 
IS  DOING  IN  RESEARCH? 

FINDING  OUT  WHAT 
WE  RE  DOING. 


The  chart  in  this  ad  is  rather  startling. 

It  shows  that  the  percentage  of  scientists  and 
engineers  engaged  in  research  in  the  United  States 
has  dropped,  at  a  time  when  the  percentage  of 
researchers  in  other  countries  is  on  the  increase. 

Right  now  we  need  more  emphasis  on  research 
and  development,  not  less.  So  that  we  can  deal  more 
effectively  with  problems  like  inflation,  foreign  com- 
petition, lagging  productivity  and  skyrocketing  energy 
costs,  to  name  just  a  few. 

We  cannot  get  the  quality  or  the  quantity  of  the 
research  we  need,  however,  unless  we  make  abso- 
lutely sure  that  our  colleges  and  universities  continue 
to  be  first  rate.  For  our  colleges  and  universities  sup- 
ply most  of  the  basic  research  upon  which  techno- 
logical progress  is  built.  Not  to  mention  the  people 
whose  intelligence  and  skills  will  shape  our  technology 
and  determine  its  ends  and  purposes. 

Unfortunately  our  colleges  are  being  hurt  by  infla- 
tion. Rising  costs  are  eating  into  their  academic  bud- 
gets to  a  dangerous  extent. 

So  please  make  sure  that  your  company  is  giving 
as  much  as  it  can,  as  much  as  it  should,  to  the  college 
or  colleges  of  its  choice. 

There's  something  a  lot  worse  than  the  shock  of 
realizing  that  you've  fallen  behind. 

That's  the  shock  of  realizing  that  it's  too  late  to 
catch  up. 

HELP  PRESERVE  AMERICAN  KNOW-HOW. 

GIVE  TO  THE  COUEGE  Of  VOUR  CHOICE. 

COUNCIL  FOB  FINANCIAL  AlfJ  TO  EDUCATION  INC  A  ^BlIC  SERVICE  OF  THIS  MAGAZINE 


Commodities 


Gold  contracts  offer  a  lower-risk  method 
of  capitalizing  on  changes  in  interest 
rates,  but  one  must  respect  the  nuances. 

A  LOW-PRICED 
YELLOW  SPREAD 


By  Stanley  W.  Angrist 


Gold  has  been  in  the  tank,  more  or 
less,  ever  since  the  Hunt  brothers 
almost  managed  to  pull  off  a  silver 
corner  in  January  1980.  Sure,  there 
have  been  a  few  world-class  crises, 
but  even  the  most  serious  and 
sometimes  tragic  events  have  not 
been  able  to  generate  more  than  a 
$50-per-ounce  rally  in  everybody's 
favorite  metal.  Furthermore,  these 
rallies  have  always  failed,  and  gold 
has  then  sunk  to  a  new  low.  Most 
precious-metals  speculators  retired 
from  the  lists  with  the  quip,  "Wake 
me  up  when  it  hits  $300  per  ounce." 

In  mid-March  spot  gold  did  sink 
to  $310,  and  the  gold  market  woke 
up.  The  weak  recovery  (so  far)  is 
attributed  to  three  factors,  1)  the 
metal  was  oversold,  2)  Middle  East 
interests  became  good  buyers  and  3) 
OPEC's  March  meeting  did  not 
prove  to  be  as  bearish  as  had  been 
feared.  Are  these  three  forces 
enough  to  rally  and  sustain  gold 
prices?  That  question  arises  enough 
to  warrant  a  closer  look. 

We  know  that  gold  prices  do  best 
in  an  inflationary  environment.  So 
what  are  the  numbers  telling  us? 
Nothing  that  would  cheer  up  a  gold 
bull,  that's  for  sure.  Both  producer 
and  consumer  prices  point  to  a  1982 
inflation  rate  of  something  under 
6% — maybe  a  lot  under.  Add  to  that 
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the  fact  that  interest  rates  are  prob- 
ably offering  to  investors  the  high- 
est real  rate  of  return  seen  in  this 
century.  (Real  rate  of  return  is  de- 
fined as  the  nominal  rate  minus  the 
inflation  rate.)  On  the  other  hand, 
there  are  at  least  a  few  signs  that  the 
recession  is  starting  to  bottom  out, 
a  fact  that  is  at  least  slightly  bullish 
for  gold. 

Given  the  uncertainty  in  the  pres- 
ent economic  environment,  it 
would  seem  reasonable  to  examine 
the  possibility  of  taking  up  a  spread 
rather  than  an  outright  long  or  short 
position  in  gold.  Note  well,  howev- 
er, that  a  precious-metal  spread  has 
different  characteristics  from  one  in 
an  agricultural  commodity. 

Spreads  in  gold  and  silver  are  gov- 
erned by  the  yield  or  cost  of  money 
on  certain  short-term  investments, 
such  as  bankers'  acceptances.  This 
is  so  because  precious  metals  are 
easily  and  inexpensively  storable  in 
bank  vaults,  thus  setting  up  a  "cash- 
and-carry"  situation  for  traders. 
This  means  that  one  can  take  deliv- 
ery of  a  nearby  contract  by  paying 
for  that  contract  in  full,  storing  the 
metal  and  then  delivering  the  metal 
against  a  short  position  at  some 
time  in  the  future  and,  of  course, 
receiving  the  higher  price  for  which 
the  more  distant  contract  was  sold. 
The  difference  between  the  price 
paid  and  the  price  received  should 
represent  a  rate  of  return  compara- 
ble to  the  short-term  interest  rates 
mentioned  earlier. 

For  example,  recently  the  June 

1982  gold  contract  was  selling  for 
$332.80  per  ounce,  while  the  June 

1983  contract  went  for  $381.60,  a 
difference  of  $48.80  per  ounce.  A 
trader  who  paid  the  June  1982  price, 
took  delivery  and  held  the  gold  for  a 
year  was  rewarded  with  the  spread 
difference  of  $48.80  when  he  deliv- 
ered his  gold  a  year  later — a  return 
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on  his  investment  of  14.66%.  Thir- 
ty-day bankers'  acceptances  were 
paying  14.60%  on  the  day  these 
prices  prevailed. 

If  gold  were  to  drop  to  $290  per 
ounce,  while  interest  rates  also 
dropped  to  10%,  the  spread  would 
narrow  to  around  $29  per  ounce  as 
the  back  month  would  fall  faster 
than  the  nearby.  On  the  other  hand, 
if  interest  rates  were  to  rise  to  20% 
with  gold  zooming  up  to  $500  per 
ounce,  the  spread  would  widen  out 
to  $100  per  ounce  as  the  back 
month  would  rise  faster  than  the 
nearby.  Keep  in  mind  that  the 
spread  always  depends  on  two  fac- 
tors: the  price  of  gold  and  short- 
term  interest  rates. 

Spread  terminology  in  the  pre- 
cious metals  is  always  cast  in  terms 
of  what  the  more  distant  month  is 
likely  to  do.  If  one  thought  that 
prices  were  going  to  rise,  one  would 
buy  the  spread  by  buying  the  more 
deferred  delivery  and  selling  the 
nearby.  Similarly,  if  one  were  bear- 
ish on  metal  prices,  one  would  sell 
the  distant  months  and  buy  the 
nearby  month.  Such  an  action  is 
termed  "selling  the  spread."  These 
actions  are  just  the  opposite  of  those 
taken  when  spreading  agricultural 
commodities.  If  you  are  bullish  on  a 
particular  grain,  you  buy  the  nearby 
while  selling  the  distant  month. 

When  both  prices  and  interest 
rates  move  in  the  same  direction, 
the  movement  in  precious-metals 
spreads  can  be  quite  dramatic.  For 
example,  in  the  fall  of  1979  the 
spread  between  the  February  1980 
and  February  1981  gold  contracts 
was  about  $35  per  ounce;  by  early 
February  1980  it  had  widened  to 
$150  per  ounce.  That  represents  a 
change  of  $11,500  per  spread. 

Where  do  the  spreads  go  from 
here?  I  believe  that  it  will  be  diffi- 
cult for  prices  to  move  up  very 
much  from  current  levels.  Further- 
more, I  think  that  interest  rates  are 
more  likely  to  fall  than  rise.  Thus,  I 
would  be  a  seller  of  the  spread  by 
buying  the  August  1982  contract 
while  selling  the  April  1983  con- 
tract, with  a  premium  of  at  least  $33 
for  the  April  contract.  I  would  look 
for  the  spread  to  narrow  at  least  $8 
per  ounce  ($800  per  spread).  I  would 
limit  my  risk  to  no  more  than  $3  per 
ounce.  The  margin  on  this  trade  is 
about  $800,  while  the  round-turn 
commission  is  near  $65.  ■ 
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Stock  Trends 


The  next  five  years  will  make  the  job  of 
recommending  stocks  considerably  easi- 
er than  it  was  during  the  last  five. 

REVIEWS  AND 
PREVIEWS 


By  Ann  C.  Brown 


Seems  hard  to  believe,  but  this  issue 
marks  the  beginning  of  my  sixth 
year  as  a  regular  columnist  for 
Forbes,  commenting  on  stocks  and 
the  many  economic,  political,  so- 
cial and  emotional  factors  that  af- 
fect their  prices  and  prospects.  Also 
hard  to  believe  is  that  in  May  1977 
the  DJI  was  around  930 — apprecia- 
bly higher  than  it  is  today,  particu- 
larly when  you  adjust  for  inflation. 

When  I  wrote  my  first  column, 
Jimmy  Carter  just  had  been  sworn 
in  as  President  and  the  nation,  still 
suffering  the  aftereffects  of  the  divi'- 
sive  Vietnam  War  and  the  disillu- 
sionment of  Watergate,  pinned  its 
shaken  hopes  and  dreams  on  the 
populist  peanut  farmer  from  Plains. 
But  the  fates — internal  and  exter- 
nal— conspired  against  him  from 
the  very  beginning,  and  gradually 
his  policies  and  actions  began  to 
appear  increasingly  uncertain  and 
unpredictable  to  the  public,  which 
was  looking  for  a  clear  and  consis- 
tent new  direction. 

The  result  was  the  election  of 
Ronald  Reagan,  an  articulate  father 
figure,  whose  views  on  just  about 
everything  were  well  known  fol- 
lowing his  two  terms  as  governor  of 
California  and,  later,  his  many  years 
of  active  campaigning  for  the  presi- 
dency. Mr.  Reagan  radiated  confi- 
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dence  in  himself,  confidence  in  his 
programs  and,  perhaps  most  of  all, 
confidence  in  the  American  people 
at  a  time  when  they  needed  it. 

With  relatively  few  exceptions, 
the  President  has  stuck  fairly  close 
to  his  plans  as  originally  outlined. 
This  is  probably  one  reason  that,  to 
date,  in  the  face  of  near-doublc-digit 
unemployment,  plummeting  corpo- 
rate profits,  rising  bankruptcies, 
cutbacks  in  social  spending,  etc., 
there  has  been  remarkably  little 
clamor  for  an  abrupt  change  in  poli- 
cy. The  citizenry  seems  to  want  to 
believe  that  somehow  everything 
will  work  out  for  the  better  this 
time,  and  Mr.  Reagan  has  repeated- 
ly reassured  everyone  that  it  will. 

I  think  the  next  five  years  will 
make  the  job  of  recommending 
stocks  considerably  easier  than  it 
was  during  the  last  five.  Not  only 
will  the  market  be  emerging  from 
one  humdinger  of  a  recession,  but 
the  Congress  last  year  voted  into 
law  a  number  of  probusiness,  pro- 
savings  and  proinvestment  incen- 
tives that  have  been  conspicuously 
missing  from  the  scene  for  several 
decades.  Although  most  of  the  eco- 
nomic news  has  been  gloomy  of 
late,  investors  would  be  wise  to  con- 
centrate on  these  positives  and  to 
consider  some  possible  profit-mak- 
ing trends  that  have  surfaced  in 
recent  years. 

First  of  all,  we  are  gradually  mov- 
ing toward  the  so-called  postindus- 
trial  society,  with  over  70%  of  the 
work  force  now  estimated  to  be  em- 
ployed in  the  service  sectors — bank- 
ing, finance,  insurance,  marketing 
and  communications,  to  mention  a 
few  promising  growth  areas.  More 
and  more  manufactured  goods  like 
apparel,  automobiles,  steel,  photo- 
graphic equipment,  stereos  and  tele- 
vision sets  are  imported  from 
abroad  where  the  labor  costs  are 
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lower  and  where  governments  ac- 
tively subsidize  business. 

Second,  inflation  will  likely  re- 
main below  the  double-digit  level  of 
the  past  few  years,  but  it  will  rise 
from  its  current  low  rate  and  con- 
tinue relatively  high  on  a  historical 
basis.  The  sharp  decline  that  has 
occurred  over  the  past  several 
months  is  due  only  in  part  to  the 
Administration's  resolve.  Helping 
to  bring  down  the  CPI  have  been  the 
drop  in  oil  prices  because  of  the 
temporary  glut,  the  bumper  crop  in 
1981  that  put  a  lid  on  food  costs, 
inventory  disaccumulation  and  the 
actions  of  the  Federal  Reserve.  The 
latter  group  has  kept  a  tight  grip  on 
the  money  supply,  which  in  turn 
has  caused  interest  rates  to  remain 
high,  thereby  reducing  the  demand 
for  goods  and  services  and  slowing 
the  velocity  of  money. 

"Core"  inflation  is  estimated  to 
be  around  7%  per  annum,  which 
means  that  the  purchasing  power  of 
your  current  dollars  will  halve  in  a 
little  over  ten  years.  Therefore,  it 
would  seem  smart  to  invest  in  com- 
panies that  have  the  ability  to  raise 
prices  with  minimal  regulatory  in- 
terference or  that  are  relatively  in- 
sulated from  foreign  competitive 
pressures,  such  as  the  information- 
vending  companies,  the  entertain- 
ment industry  and  those  that  pro- 
vide highly  specialized  services  like 
security  systems  and  waste  dispos- 
al. Both  crime  and  grime  unfortu- 
nately look  like  steady  growers. 

Third,  the  demographics  of  Amer- 
ica are  changing,  which  will  mark- 
edly influence  business.  The  popu- 
lation is  getting  older,  marrying  lat- 
er and  having  fewer  children.  There 
are  increasingly  more  two-income 
families  and  also  more  people  living 
alone.  A  longer-lived  population 
means  more  attention  to  health, 
which  should  assure  a  bright  future 
for  drug  companies  and  extended- 
care  hospital  facilities.  The  leisure- 
time-related  companies  stand  to 
benefit  from  the  more  affluent 
younger  generation. 

Naming  some  names:  Americati 
Express  (48),  McGraw-Hill  (49),  Waste 
Management  (32),  SmithKline  (70), 
Warner  Communications  (55),  Dun  & 
Bradstreet  (61 ),  Hospital  Corp.  of  Amer- 
ica (31 ),  Walt  Disney  (56),  Merrill  Lynch 
(28)  and  Capital  Cities  Broadcasting 
(74)  look  interesting  for  down-the- 
road  appreciation.  ■ 


FORBES,  MAY  10,  1982 


323 


Observations 


If  you  want  to  understand  why  the  econ- 
omy is  overextended,  look  at  the  cost  of 
carrying  total  outstanding  debt. 

CREDIT  CAUSES 
INFLATION 


By  Ashby  Bladen 


Several  professional  economists 
who  read  Forbes  have  protested  my 
assertion  that  the  mechanical  cause 
of  inflation  is  simply  an  excessive 
rate  of  debt  formation.  They  point 
out  that  the  ratio  of  total  debts  out- 
standing to  nominal  (that  is,  cur- 
rent-dollar) gross  national  product 
has  been  stable  for  many  years.  That 
is  correct,  but  instead  of  refuting  my 
thesis  this  relationship  tends  to 
confirm  it. 

The  point  at  issue  is  a  subtle  one, 
but  it  is  also  vitally  important.  We 
will  succeed  in  breaking  the  infla- 
tion at  the  minimum  cost  in  terms 
of  deflationary  grief  and  pain  only  if 
we  understand  that  any  expansion 
of  credit  can  create  purchasing  pow- 
er and,  therefore,  inflation.  Current 
theory  holds  that  only  a  loan  by  a 
commercial  bank  does  that.  Any 
other  loan  is  considered  to  transfer 
control  over  purchasing  power  from 
lender  to  borrower,  but  not  to  create 
more  purchasing  power;  it  is  as- 
sumed that  the  lender  cannot  recap- 
ture and  spend  the  purchasing  pow- 
er that  he  has  lent  out  until  the 
borrower  pays  him  back. 

That  sounds  reasonable,  but  in 
fact  it  is  a  triumph  of  abstract  the- 
ory over  practical  experience.  Actu- 
ally, there  are  two  methods  by 
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which  a  lender  can  retrieve  his  pur- 
chasing power  if  he  wishes  to  spend 
it  before  the  borrower  has  repaid  it. 
Lenders  require  borrowers  to  give 
them  notes  that  serve  as  evidences 
of  their  debts,  and  if  the  borrower  is 
generally  considered  to  be  cre- 
ditworthy, the  lender  can  sell  his 
note  on  the  market.  Or,  if  the  bor- 
rower is  not  well  known  but  is  fa- 
vorably regarded  by  the  local  bank, 
the  lender  can  use  his  note  as  collat- 
eral for  a  new  loan  to  himself. 

Now  at  this  point  an  academic 
economist  could  object  that  all  I 
have  proved  so  far  is  that  any  indi- 
vidual lender  can  usually  recover  his 
purchasing  power  before  the  bor- 
rower repays  by  selling  or  redis- 
counting  his  notes.  I  have  not  yet 
proved  that  this  is  true  for  lenders  as 
a  whole.  Nor  have  I  proved  that 
total  purchasing  power  is  increased 
by  the  expansion  of  credit.  The  aca- 
demics would  say:  Suppose  that 
borrowers  and  spenders,  taken  as  a 
whole,  wish  to  borrow  more  than 
savers  and  lenders,  again  taken  as  a 
whole,  wish  to  make  available.  In 
that  case  interest  rates  will  go 
through  the  roof  and  credit  will  be- 
come unavailable  at  the  margin. 

My  reply  to  this  argument,  based 
on  practical  experience  in  the  mar- 
ketplace, is  to  look  to  the  policies  of 
the  central  bank.  If  there  were  no 
central  bank  the  idea  of  an  excessive 
demand  to  borrow  would  be  mean- 
ingless because  interest  rates  would 
simply  rise  to  the  level  at  which  the 
pressures  to  borrow  and  to  lend  are 
in  balance.  But  central  banks  fre- 
quently try  to  keep  interest  rates 
below  the  equilibrium  point  by 
making  additional  credit  available. 
They  put  that  credit  into  the  market 
by  buying  up  debt  instruments  that 
people  are  willing  to  sell  at  or  above 
the  targeted  interest  rate. 

The  problem  with  this  kind  of 


interest  rate  control  is  that  the  con- 
trolled rate  is  by  definition  a  bar- 
gain, because  it  is  below  the  rate 
that  the  unconstrained  forces  of  de- 
mand and  supply  would  have  set. 
And  so,  unless  people  are  scared 
stiff,  as  they  were  in  the  1930s,  the 
demand  for  credit  will  also  be  exces- 
sive and  inflationary.  That  is  pre- 
cisely the  situation  that  the  Fed 
faced  after  World  War  II,  when  it 
was  still  committed  to  buying  2Vi% 
government  bonds  at  par,  but  the 
American  people  wanted  to  borrow 
to  finance  the  comforts  of  peace. 

Once  the  Fed  stopped  supporting 
the  bond  market  in  1951  we  had  a 
decade  of  noninflationary  growth. 
But  after  1960  the  New  Economics 
of  the  Kennedy  Administration  pro- 
posed to  run  the  economy  perma- 
nently at  full  employment  without 
any  recessions.  That  made  the  risks 
associated  with  being  in  debt  seem 
smaller  than  before,  while  the  risk 
of  inflation  had  increased.  On  top  of 
that,  President  Johnson  later  re- 
fused to  budget  honestly  for  the 
Vietnam  war,  causing  a  highly  infla- 
tionary government  budget  deficit. 

Once  inflation  sets  in  and  people 
become  willing  to  pay  historically 
high  interest  rates  in  order  to  pro- 
tect themselves  by  buying  real 
things  on  credit,  the  central  bank 
finds  itself  in  a  serious  political 
bind.  If  it  does  not  make  available 
all  the  credit  that  the  market  de- 
mands, interest  rates  will  rise  fur- 
ther and  politicians  will  accuse  the 
central  bank  of  being  nasty  to  home 
buyers,  small-business  people  and 
such  deserving  folk.  On  the  other 
hand,  if  it  does  create  all  the  credit 
that  the  market  demands,  then  the 
spending  of  the  credit  will  drive  the 
inflation  rate  up  and  interest  rates 
will  soon  follow,  as  lenders  realize 
that  they  need  a  higher  income  to 
offset  the  eroding  value  of  the  sav- 
ings that  they  have  lent  out. 

The  Fed  has  been  wrestling  with 
that  dilemma  for  20  years.  But,  ex- 
cept for  occasional  credit  crunches, 
it  generally  did  make  available  all 
the  credit  that  the  market  demand- 
ed. And  inflation  accelerated.  The 
academics  are  correct:  The  principal 
amount  of  debt  outstanding  did  not 
rise  as  a  percent  of  nominal  GNP. 
But  what  they  overlook  is  that  the 
rise  in  interest  rates  pushed  the  total 
burden  of  debt-service  charges  up 
substantially  as  a  percent  of  the  in- 
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comes  from  which  they  have  to  be 
paid.  We  also  saw  a  dramatic  shor- 
tening of  maturities,  as  lenders  who 
had  been  hurt  by  the  fall  in  market 
values  that  resulted  from  rising  in- 
terest rates  rebelled  against  making 
additional  long-term  loans.  This 
further  increased  the  burden  of 
debt-service  charges  on  incomes. 

Now  the  Fed  is  in  a  second  and 
more  serious  bind.  The  rising  bur- 
den of  debt-service  charges  has 
made  the  creditworthiness  of  many 
borrowers  doubtful,  and  the  Fed's 
attempts  to  slow  down  the  infla- 
tionary overexpansion  of  credit 
threaten  to  produce  unemployment 
and  a  deflationary  fall  in  prices.  The 
most  overextended  borrowers  will 
go  bankrupt  and  many  others  will 
be  forced  to  dump  their  inventories 
for  whatever  they  will  bring.  A  fi- 
nancial crisis  is  required  to  scare  us 
all  back  into  lasting  prudence  with 
respect  to  inflationary  borrowing 
and  spending,  but  by  now  the  risk  of 
deflationary  overkill  is  substantial. 

One  implication  of  this  way  of 
looking  at  the  financial  system  is 
that  the  notion  that  a  national  gov- 
ernment deficit  need  not  be  infla- 
tionary if  it  is  financed  out  of  genu- 
ine savings  rather  than  by  bank 
credit,  is  nonsense.  Of  course  a  gov- 
ernment deficit  is  inflationary — in- 
herently inflationary — because  gov- 
ernment debt  instruments  are  the 
most  liquid  securities  in  the  finan- 
cial system.  Not  only  has  the  gov- 
ernment spent  more  than  it  has  tak- 
en in,  but  the  bondholders  also  can 
always  recapture  their  purchasing 
power  by  selling  the  bonds.  And  the 
central  bank  will  always  support 
the  government  bond  market  at 
some  viable  level.  That  is  a  point 
that  every  practical  bond-market 
participant  understands  but  that 
Reagan  and  his  academic  supply- 
side  economists  do  not  grasp. 

To  summarize:  Any  expansion  of 
credit  creates  purchasing  power  if 
the  borrower  has  spent  it,  but  the 
lender  can  also  recapture  it  by  sell- 
ing or  rediscounting  the  borrower's 
notes.  The  extra  purchasing  power 
comes  from  the  central  bank  by  way 
of  its  commitment  to  keep  interest 
rates  moderate  and  to  support  the 
bond  market.  The  new  purchasing 
power  that  is  created  by  credit  goes 
either  to  increase  the  demand  for 
real  goods  and  services  or,  if  it  is 
excessive,  to  push  prices  up.  ■ 


A Sometimes  mutual  funds  seem  to  concentrate  only  on  the 
big  common  stock  companies.  But  we're  more  flexible.  For 
example:  we  offer  a  new  mutual  fund  called  "Ultra  Inves- 
tors" for  people  who  are  interested 
in  having  their  money  grow.  This 
fund  intends  to  achieve  its  objective 
by  making  a  substantial  portion  of  its  invest- 
ments in  smaller  companies — where  it  is  easier 
to  take  a  meaningful  position  and  where  busi- 
ness developments  may 
have  a  substantial 
impact  on  earn- 
ings and  revenues. 
Want  to  know  more?  Write  or  call  for  a 
free  prospectus  that  includes  informa- 
tion about  our  three  funds  (Ultra  Inves- 
tors, Growth  Investors,  and  Select  Investors)  as  well  as  any  applicable 
charges  or  expenses.  Please  read  the  prospectus  carefully  before 
investing. 

Please  send  a  free  prospectus  to: 


A.        example:  we  oner  a  nc 

mutual 
fund 

that  thinks 
small: 


Name 


Address 
City  


State  Zip_ 


Twentieth  Century  Investors  Inc. 

P.O.  Box  200,  Kansas  City,  MO  64141  (816)  531-5575 


Tick,  Tick,  Tick 

Imagine  living  with  a  potential  time  bomb  inside  you. 
That's  exactly  what  it's  like  for  the  thousands 
of  sons  and  daughters  of  Huntington's  Disease  victims. 

They  wait.  Hoping  that  the  50/50  odds 
of  inheriting  this  terrifying,  fatal  illness  fall  in  their  favor. 
With  no  possible  way  of  knowing  if  and  when  it  will  strike. 

Until  the  bomb  goes  off. 
Give  to  the  National  Huntington's  Disease  Association. 

Help  make  this  generation  its  last. 

in  National  Huntington's  Disease  Association 
™  128A  East  74  Street,  New  York,  NY  10021 


MEXICAN  INVESTMENTS  ?A 

Do  you  have  Mexican  investments  or  bank 
deposits?  Interested  in  the  outlook  for  the 
peso?  You  should  be  reading  MEXLETTER. 

For  a  free  copy  write:  MEXLETTER, 
Apdo.  1335,  Mexico,  D.F.,  06000,  Mexico, 
or  call  905-511-5470. 


iC  MBBELL8 1 


Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310 
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No  system  for  beating  the  market  is  infal- 
lible. But  here's  a  good  one  to  try. 

STRATEGY 
SESSION 


By  David  Dreman 


"With  hundreds  of  low-P/E  stocks 
out  there,  how  do  you  separate  the 
potential  winners  from  the  burn- 
outs?" A  good  question,  and  one  I 
have  been  asked  many  times  by 
readers  interested  in  bargains. 

It's  not  automatic.  After  all,  even 
in  lists  of  big  gainers,  there  are  still 
some  bad  losses.  Take  the  bottom 
50  P/Es  on  the  NYSE,  for  example, 
the  "Frayed  50"  that  I  discussed  in 
my  Apr.  12  column.  From  1973  to 
the  end  of  last  year,  they  appreciat- 
ed an  average  of  109%,  almost  30 
times  as  much  as  the  S&P's  500. 
Still,  one  out  of  four  declined,  and 
some  of  the  drops  were  virtually 
free-fall.  Obviously,  not  every  low- 
P/E  stock  is  a  bargain. 

Fortunately,  several  strategies  are 
available  to  help  you  winnow  out 
the  duds.  The  first  is  for  steely-eyed 
types  who  like  to  play  strictly  by 
the  odds.  Such  players  might  accu- 
mulate a  fairly  broad  portfolio  of 
out-of-favor  stocks — in  essence  a 
low-P/E  index  fund.  The  rationale  is 
the  numerous  studies  conducted 
over  the  past  40  years  that  show  this 
group,  laggards  included,  put  the  in- 
vestor ahead  of  market  indexes  and 
market  experts.  Select  a  diversified 
portfolio  of  high-yielding  large-  and 
medium-size  companies  in  the  bot- 


David  Dreman  is  managing  director  of 
Dreman,  Gray  &  King,  Investment  Counsel, 
New  York,  and  author  of  Contrarian 
Investment  Strategy. 


torn  20%  of  P/Es,  sit  back  and  let 
the  odds  go  to  work  for  you. 

However,  most  investors  find 
flying  by  automatic  pilot  boring.  For 
those  who  like  to  take  the  controls 
themselves,  here  are  some  guide- 
lines that,  if  used  carefully,  could 
well  improve  performance  over 
straight  "index-playing." 

First,  make  sure  the  companies 
you  choose  are  strong  financially. 
Long-term  debt  should  be  under 
40%  of  capitalization  and  working 
capital  adequate  for  today's  tough 
environment.  This,  I  think,  elimi- 
nates at  the  source  the  potential 
W.T.  Grants,  Itels,  Chryslers  and 
Harvesters,  and  upgrades  results 
considerably. 

A  second  helpful  rule  is  to  stay 
clear  of  cyclical  companies  near 
peak  earnings.  Ford  at  only  4  times 
earnings  trading  at  50  looked  cheap, 
but  it  got  a  lot  cheaper  when  earn- 
ings dropped  from  SI 3.35  a  share  in 
1978  to  a  deficit  of  S12.83  in  1980. 
The  stock  now  trades  at  21. 

A  good  check  for  a  cyclical  de- 
cline is  to  look  at  the  year-ahead 
estimates  of  a  number  of  brokerage 
houses.  If  the  consensus  is  that 
earnings  will  be  off  sharply,  be  care- 
ful; chances  are  you  are  dealing  with 
this  problem.  Too,  it's  helpful  to 
remember  that  most  analysts,  when 
projecting  such  declines,  usually 
understate,  often  sharply,  the  ex- 
tent of  the  drop.  Ford  is  a  good  ex- 
ample of  how  estimates  were 
chopped  repeatedly. 

Another  useful  rule  is  to  search 
out  companies  that  have  strong 
earnings  growth  from  one  cycle  to 
the  next.  The  multiline  and  proper- 
ty/casualty insurers  I  am  partial  to 
have  excellent  five-  and  ten-year 
records  of  growth — often  20%  or 
more.  It  doesn't  matter  that  the 
gains  are  not  smooth  from  year  to 
year  (and  for  this  group  they  are 


anything  but);  their  direction  and 
strength  are  far  more  important. 

Rising  earnings  are  also  key  to 
another  helpful  rule:  picking  com- 
panies with  good  yields  whose  divi- 
dends are  likely  to  increase.  Divi- 
dends tend  to  move  up  with  earn- 
ings, barring  extraordinary  capital 
spending  or  other  such  items 
(which  usually  can  be  checked  easi- 
ly). Using  the  insurance  companies 
as  an  example  again,  with  rapidly 
improving  industry  earnings,  Aet- 
na's dividends  have  increased  152% 
since  early  1977;  Travelers,  203%; 
Ohio  Casualty's,  210%;  and  Crum 
&  Forster's,  127%. 

But,  of  course,  no  system  is  infal- 
lible. A  company  can  have  a  low  P/E 
and  pass  the  criteria  outlined  with 
flying  colors,  and  the  buyer  may 
still  come  up  with  egg.  That's  why 
diversification  is  essential. 

Three  stocks  I  think  these  rules 
turn  up  today: 

Du  Pont  currently  sells  at  35,  al- 
most a  50%  drop  since  its  acquisi- 
tion of  Conoco.  The  stock  currently 
trades  at  a  P/E  of  4,  a  multiple  it  has 
not  touched  since  the  Thirties. 
Earnings  have  grown  at  an  11%  rate 
through  the  past  five  difficult  years. 
With  the  acquisition  of  Conoco, 
growth  should  accelerate.  Even 
though  debt  increased  almost  six- 
fold after  the  merger,  long-term 
debt  is  still  only  one-third  of  cap- 
italization. Du  Pont  provides  an 
8.3%  yield. 

E.F.  Mutton  is  a  first-rate  brokerage 
house.  Earnings  have  grown  at  a  : 
22%  rate  over  the  past  five  years 
and,  given  a  market  rally,  could 
again  move  up  sharply.  With  the 
end  of  takeover  fever,  the  stock  has 
declined  sharply  from  its  high  of  47 
to  its  current  price  of  27,  where  it 
currently  trades  at  6  times  earnings. 

Crum  &  Forster  (32),  the  15th-larg- 
est  property/casualty  insurer,  has 
shown  a  28%  rate  of  earnings  in- 
crease over  the  past  five  years.  Al- 
though comparisons  are  likely  to  be 
flat'  for  several  quarters,  earnings 
should  be  higher  for  the  full  year, 
with  further  improvements  prob- 
able in  1983.  The  stock,  at  a  20% 
discount  from  book  value,  trades  at 
a  P/E  of  5  and  yields  5.2%. 

Are  these  three  a  sure  thing? 
Nothing  is  sure,  but  if  you  buy 
stocks  of  this  quality,  at  these 
prices,  you  are  stacking  the  odds 
very  heavily  in  your  favor.  ■ 
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By  John  Train 


Raytheon  stock  has  been  under  a  cloud 
lately.  An  excellent  time  to  buy  it. 


BUY  THEM  WHEN 
THEY'RE  NOT  HOT 


under  "television  companies," 
along  with  Capital  Cities,  RCA  and 
so  forth. 

Raytheon's  1982  defense  business 
will  be  up  sharply,  and  its  commer- 
cial business  may  show  modest 
growth,  in  spite  of  the  recession. 
The  company's  1981  sales  were 
about  40%  defense,  and  have  not 
exceeded  50%  in  ten  years — making 
a  well-balanced  product  mix.  This 
year's  federal  budget  provides  for  a 
30%  increase  in  Raytheon  pro- 
grams. These  orders  are  now  enter- 
ing the  company's  backlog. 

The  Journal  quoted  a  Morgan 
Stanley  analyst  as  predicting  earn- 
ings of  $3.90  a  share  for  Raytheon 
this  year — an  increase  of  only  1% 
over  1981.  Actually,  the  company 
considers  this  estimate  much  too 
low.  It  hopes  for  earnings  of  from 
$4.15  to  $4.20  a  share.  The  higher 
range  depends  on  a  consumer  recov- 
ery in  the  second  half,  but  appliance 
inventories  are  very  low,  so  the 
earnings,  pickup  could  be  brisk. 

The  importance  of  Beech  Aircraft 
to  Raytheon  is  a  current  misconcep- 
tion. Beech  is  sometimes  consid- 
ered to  represent  one-third  of  the 
parent's  sales.  The  actual  figure  in 
1981  was  16%.  The  company  has 
high  hopes  for  Beech,  based  on  the 
growth  in  feeder  airlines  and  the 
proliferation  of  executive  aircraft. 

The  Beech  subsidiary  did  issue 
some  contradictory  sales  projec- 
tions that  troubled  the  analysts. 
This  flub  also  bothered  the  parent, 
which  has  a  tradition  of  being  very 
careful  in  such  matters.  Corrective 
steps  have  been  taken. 

Another  concern  is  that  Raytheon 
will  be  hurt  by  the  current  drying  up 
of  federal  funds  for  the  states  and 
cities.  It's  unlikely:  The  only  part  of 
the  company  that  is  directly  depen- 
dent on  government  nonmilitary 
expenditure  is  its  Iowa  Manufactur- 


Even  if  the  Reagan  defense  budget 
comes  out  of  Congress  somewhat 
reduced,  it's  clear  that  the  U.S.  re- 
mains committed  to  rebuilding  its 
defenses.  So,  if  any  industry  has  a 
predictable  future,  defense  contract- 
ing does.  An  excellent  way  to  invest 
in  this  concept  is  Raytheon,  an  out- 
standing and  misunderstood  com- 
pany. The  safest  time  to  buy  a  stock 
is  when  things  look  bad,  particular- 
ly if  they  aren't  that  bad.  At  such 
times,  a  stock  will  sell  for  less  than 
it  is  worth,  creating  a  buying  oppor- 
tunity for  alert  investors.  That's 
Raytheon's  situation.  We  are  all  dis- 
covering that  to  reduce  the  risk  of  a 
nuclear  confrontation  we  must 
have  much  stronger  conventional 
forces.  Raytheon  makes  a  number 
of  the  missiles  that  those  forces  will 
throw  at  the  enemy. 

The  misunderstandings  that  have 
depressed  Raytheon's  stock  are  ex- 
emplified by  an  article  on  Mar.  11, 
1982  in  the  Wall  Street  Journal,  out  of 
character  for  that  admirable  publi- 
cation. This  and  similar  reports 
have  depressed  the  stock.  It  is  now 
selling  in  the  low  30s,  down  about 
40%  from  its  1980  high. 

Surprising  as  it  may  seem,  I  re- 
cently saw  Raytheon  listed  in  a  usu- 
ally accurate  investment  service 


John  Train  is  president  of  Train,  Smith, 
Investment  Counsel,  New  York,  and  the 
author  of  The  Money  Masters  and  Dance  of 
the  Money  Bees. 


ing  roadbuilding  equipment  subsid- 
iary, which  represents  only  1%  of 
Raytheon's  sales. 

I  like  this  fine  New  England  com- 
pany at  the  low  prices  this  confu- 
sion has  created.  The  stock  now 
sells  at  only  an  average  earnings 
multiple,  but  it  deserves  a  premium 
multiple. 

Its  excellence  in  defense  electron- 
ics, exemplified  by  the  Patriot,  Spar- 
row, Hawk  and  Sidewinder  mis- 
siles, should  assure  the  growth  of  its 
government  business  for  years  to 
come.  Patriot  should  generate  $6 
billion  to  $10  billion  in  revenues  in 
the  1980s  and  the  Army  says  that 
Hawk  should  be  active  through  the 
1990s.  Raytheon  has  a  good  chance 
at  being  the  "second  source"  suppli- 
er (behind  Hughes)  of  the  Advanced 
Medium  Range  Air-to-Air  Missile 
(AMRAAM)  to  both  the  U.S.  and 
NATO,  and  of  the  High  Anti-Radi- 
ation Missile  (HARM),  which,  fired 
from  a  plane,  seeks  out  and  attacks 
missile  sites.  And  I'm  not  worried 
about  Japan  Inc.'s  becoming  a  prime 
contractor  of  classified  electronics 
to  the  U.S.  military. 

I  have  periodically  [Dec.  25,  1978 
and  Nov.  23,  1981)  warned  against 
buying  diamonds  (or  other  collecti- 
bles) from  anyone  you  don't  know 
and  trust.  I  particularly  warned 
against  International  Diamond 
Corp.,  the  largest  factor  in  the  busi- 
ness, with  1981  sales  of  $181  mil- 
lion. I  also  pointed  out,  in  the  piece 
on  IDC  specifically,  that  this  com- 
pany's buy-back  policy,  or  "satisfac- 
tion guarantee,"  might  be  unsus- 
tainable if  anything  went  wrong, 
since  the  company  sold  its  stones 
not  below  wholesale,  as  one  was  led 
to  believe,  but  well  above  retail.  In- 
ternational Diamond  Corp.  has  now 
filed  for  reorganization  under  Chap- 
ter 11. 

And  note  that  the  fundamentals 
of  diamond  pricing  remain  cloudy. 
Slow  sales  have  meant  that  De 
Beers  has  built  a  stockpile  equal  to  a 
whole  year's  sales.  The  Ashton 
mine  in  western  Australia,  which 
will  add  about  40%  to  the  world's 
diamond  output  later  in  this  decade, 
has  refused  to  let  De  Beers  market 
all  of  its  production — although  De 
Beers  will  get  almost  all  the  gem- 
stones.  De  Beers,  as  such,  is  a  cheap 
stock.  But  the  diamonds  that  it  pro- 
duces are  another  matter.  ■ 
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Seventh  Avenue  has  a  good  reputation 
for  trend-spotting,  but  in  this  case  inves- 
tors beat  the  industry  on  a  major  switch. 

RING  OUT  THE  NEW, 
RING  IN  THE  OLD 


therefore,  sank  a  substantial  portion 
of  their  investment  capital  into  the 
apparel  stocks.  The  sentiment  ex- 
pressed at  the  time  was,  "If  any 
group  is  going  to  be  among  the  sur- 
vivors, this  one  will." 

Mark,  who  was  44  in  1980,  works 
for  a  major  insurance  company.  His 
favorite  shirts  are  made  by  Arrow,  a 
division  of  Cluett,  Peabody  and  the 
nation's  largest  manufacturer  of 
men's  dress  shirts.  When  the  shares 
lost  more  than  half  their  value  be- 
tween the  middle  of  1978  and  the 
first  quarter  of  1980,  he  decided  to 
take  the  plunge. 

"There  is  no  way  this  company  is 
going  to  go  under,"  he  said  in  March 
of  that  year.  Of  the  $130,000  in  liq- 
uid assets  he  had  to  invest,  $1 10,000 
went  into  Cluett,  at  an  average  cost 
of  8  per  share.  Today  the  shares  are 
worth  around  17. 

The  second  group  that  has  be- 
come interested  in  the  apparel  is- 
sues are  investors  who  take  a 
strictly  fundamental  approach  to 
the  market.  Neil,  a  49-year-old 
physician,  is  one:  "Don't  even  tell 
me  what  [the  company]  does,"  he 
says.  "If  it's  making  good  money — 
and  will  make  even  more  [each 
year  for  the  next  few  than  it  now 
does] — I  want  some."  He  bought 
over  $300,000  worth  of  Manhattan 
Industries  shares  in  1980,  at  an 
average  cost  of  57/s.  The  earnings 
gains  he  had  hoped  for  material- 
ized, and  the  stock  is  now  trading 
at  approximately  15. 

The  buying  generated  simulta- 
neously by  both  groups — defensive 
and  fundamental  investors — has 
made  the  shares  do  unexpectedly 
well  in  the  last  six  months.  But  not 
every  firm  in  the  industry  has  done 
equally  well.  Bobbie  Brooks,  a  big 
disappointment  to  some  investors, 
recently  went  Chapter  11.  Many 
thought  it  was  large  enough  to  stave 


Fortunes  have  been  made  in  the  last 
two  years  in  a  group  of  stocks  that 
less  than  1%  of  the  investors  I  track 
even  bothers  to  follow.  What  group 
is  it?  The  apparel  stocks. 

And  handsome  profits  continue 
to  be  made  in  them,  despite  the 
recession.  That  surprised  the  inves- 
tors I  recently  surveyed.  Most  told 
me  that  with  consumers  actively 
retrenching,  spending  on  clothes 
should  be  down. 

Nevertheless,  sales  have  been  ris- 
ing at  certain  firms  and,  more  im- 
portant, so  have  earnings.  As  a  re- 
sult, in  April  alone,  the  shares  of 
Cluett,  Peabody;  Jonathan  Logan; 
Manhattan  Industries  and  Warnaco 
made  new  52-week  highs. 

Two  distinct  groups  of  investors 
have  come  to  like  these  stocks  since 
the  spring  of  1980.  One  group  con- 
sists of  those  investors  who  favor  a 
defensive  approach  to  the  market. 
That  is,  they  look  for  companies 
whose  products  should  continue  to 
be  in  demand  even  if  the  recession 
lasts  longer  than  many  analysts  an- 
ticipate. What  kind  of  products? 
The  items  mentioned  most  fre- 
quently: cereal,  aspirin,  soap,  soup 
and  shoes.  When  the  economy 
dipped  sharply  in  the  early  part  of 
1980,    some   of   these  investors, 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


MONEY  &  INVESTMENTS 

off  bankruptcy  proceedings  for  a 
prolonged  period,  just  as  Chrysler 
and  International  Harvester  have 
done  thus  far. 

As  Bobbie  Brooks'  problems  illus- 
trate, the  apparel  pie  is  being  recut. 
That  is  leaving  many  people  in  the 
garment  industry  downright  puz- 
zled. Anyone  who  has  been  around 
the  investment  world  for  a  while 
knows  that  there  are  times  when 
investors  and  businessmen  simply 
don't  see  eye  to  eye.  Sometimes  the 
public  is  pessimistic  and  business- 
men are  wildly  enthusiastic;  other 
times,  it  is  the  reverse. 

Now  it  is  Wall  Street  and  Seventh 
Avenue  that  don't  agree.  The  con- 
sensus of  the  people  I  have  surveyed 
in  the  apparel  industry  is:  "This  is  a 
lousy  time  to  touch  these  stocks. 
Business  is  the  pits."  They  point  out 
that  conditions  aren't  likely  to 
change  much  in  the  next  6  to  12 
months.  People  in  the  allied  fields 
of  textiles  and  retailing  in  the  main 
expressed  the  same  opinion. 

Who  is  right?  This  time,  it  is  Wall 
Street.  Investors  seem  to  have 
sensed  that  a  change  is  in  the  air — a 
profound  one — before  their  usually 
trendy  and  quick-to-react  brethren 
on  Seventh  Avenue  have.  My  point 
is  that  the  strong  interest  in  the 
apparel  stocks  is  a  "change-in-con- 
sumer-tastes  play"  every  bit  as 
much  as  it  is  an  earnings  play. 

The  proof?  Investors  no  longer 
want  any  part  of  the  jeans  scene.  As 
both  Mark  and  Neil  recently  put  it, 
"That's  not  where  the  action  is  any- 
more." As  a  consequence,  Levi 
Strauss,  Blue  Bell  (maker  of  Wran- 
glers) and  Puritan  Fashions  (Calvin 
Klein  jeans)  are  down  25%  to  50% 
from  their  52-week  highs. 

The  manufacturers  whose  shares 
are  most  in  demand  are  the  tradi- 
tional ones,  with  basically  conser- 
vative looks.  More  important,  that 
is  how  investors  view  these  firms, 
even  though  management  has  made 
vigorous  efforts  to  update  and  up- 
scale the  companies'  lines.  In  short, 
as  far  as  investors  are  concerned,  it 
is  time  to  ring  out  the  new,  ring  in 
the  old. 

"The  shares  of  these  companies 
have  done  well,  but  their  products 
aren't  yet  in  demand,"  I  said  to  the 
investors  buying  these  stocks. 

"Eventually  they  will  be,"  was 
the  reply.  "This  is  one  trend  that  is 
just  getting  started."  ■ 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


Sixty  years  ago  in  Forbes 

From  the  issue  of  May  13,  1922) 
'Were  I  a  manufacturer  of  rubber 
*oods,  I  would  place  contracts  for 
large  quantities  of  crude  rubber  at  cur- 
rent prices.  If  a  user  of  copper,  I 
wouldn't  be  afraid  to  place  orders  at 
prevailing  prices  for  future  delivery.  If 
!  were  a  cotton  manufacturer  or  spec- 
tator, I  would  proceed  on  the  as- 
sumption that  raw  cotton  will  ad- 
/ance  rather  than  decline  from  cur- 
rent levels.  Another  commodity 
which  looks  very  cheap  is  sugar.  Cof- 
ee  was,  but  isn't  now.  If  a  large  user  of 
ron  and  steel  products,  I  would  rea- 
son that  prices  are  more  likely  to  rise 
i  little  than  to  recede.  Doubtless  there 
ire  other  commodities  and  materials 
destined  to  move  upwards." 

— Editor  B.C.  Forbes 

'The  cost  of  living  in  28  of  the  princi- 
pal cities  from  June  1920  to  March 
1922,  as  reported  by  the  Department 
:>f  Labor,  shows  a  substantial  drop. 
Detroit  led  the  list  with  a  drop  of 
£6.6%;  Savannah,  Ga.  was  next  with 
£5.5%;  and  Mobile,  Ala.  third,  with 
£4.7%.  New  York  City  showed  a  de- 
cease of  22.5%." 

'Charged  with  'levying  war  against 
:he  State  of  West  Virginia,'  23  officials 
md  members  of  the  United  Mine 
Workers  of  America  were  placed  on 
rrial  for  treason  before  Judge  J.M. 
Wood  in  the  Circuit  Court,  Charles- 
:on,  W.Va.  These  men,  who  included 
ligh  officials  of  the  miners'  union  in 
:hat  state,  were  selected  by  the  pros- 
;cution  as  the  first  to  be  tried  of  more 
:han  700  under  indictment  for  trea- 
son, murder,  conspiracy,  inciting  to 
'iot,  and  various  other  crimes,  in  con- 
lection  with  the  march  of  armed  min- 
ers last  fall  on  the  non-union  Logan 
md  Mingo  County  coal  fields  in 
southern  West  Virginia." 

'An  investigation  of  the  lease  to  the 
Sinclair  Oil  Co.  of  naval  oil  reserves 
n  California  and  Wyoming  by  the 
mterior  and  Navy  departments  was 
jrdered  by  the  Senate  as  proposed  in  a 
'esolution  introduced  by  Senator  La 
Follette,  who  charged  that  advance 
nformation  given  speculators  on  the 
Slew  York  Stock  Exchange  caused 
:rading  in  the  company's  stock  to 
ump  more  than  $30  million  in  three 
iiays,  while  official  information  that 


the  land  had  been  leased  to  a  private 
corporation  was  withheld  from  the 
newspapers  and  the  public  by  Secre- 
taries Fall  and  Denby." 


Fifty  years  ago 

(May  15,  1932) 


"Since  the)'  were  put  in  service  this  spring, 
the  American  Clipper  ( above )  and  its  sis- 
tership  the  Caribbean  Clipper  have  had 
an  average  passenger  list  of  50  a  day 
between  Miami  and  Havana,  thus  sur- 
passing the  cross-channel  London-to-Par- 
is  planes,  which  previously  held  the  rec- 
ord. Each  of  these  giant  amphibians  (the 
largest  airliners  in  service  anywhere  in 
the  world)  weighs  17  tons  and  can  carry 
48 persons.  The}'  make  one  round  trip  a 
day  each,  and  fly  between  Miami  and 
Havana  in  two  hours.  The  line  «  operat- 
ed by  Pan  American  Airways.  " 


"Passenger  traffic  on  domestic  air 
transport  lines  during  the  first  quarter 
of  the  year  totaled  86,763,  an  increase 
of  31%  as  compared  with  the  like 
period  of  1931  when  66,399  passen- 
gers were  flown.  (The]  number  of  pas- 
sengers likely  to  fly  on  the  air  lines 
during  the  current  year  is  estimated  at 
575,000,  or  an  average  of  nearly 
48,000  passengers  a  month.  A  total  of 
22,555,392  passenger-miles  were  re- 
ported flown  during  the  first  quarter 
of  this  year,  or  43%  more  than  the 
15,692,357  reported  in  1931." 

"Something  like  a  back-to-the-land 
movement  has  begun  and  is  gaining 
impetus.  In  one  sense  this  might  be 
called  surprising,  in  view  of  the  dozen 
lean  years  that  farming  has  come 
through  and  the  present  acute  depres- 
sion therein.  The  reason  for  it,  of 
course,  lies  in  the  hard  times  which 
have  descended  upon  the  industrial 
community.  Many  men  out  of  work, 
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paying  city  rent  and  buying  every 
item  of  living  at  city  prices,  are  turn.- 
ing  their  eyes  toward  the  open  coun- 
try. Various  sections  of  the  country 
are  reporting  an  increased  demand  for 
cheap  farms  and  for  farms  to  rent. 
Sales  of  farms  held  by  the  federal  land 
banks  last  year  increased  35%  over 
those  of  1930." 


Twenty-five  years  ago 

(May  15,  1957) 

"Last  month,  four  presidents,  a  de- 
pression, a  world  war  and  well  over 
$50  billion  since  it  was  created, 
Dwight  Eisenhower  recommended 
that  the  Reconstruction  Finance 
Corp.,  now  a  mere  shadow  of  its  for- 
mer self,  close  its  books  and  fade 
away.  If  Congress  (which  took  away 
RFC's  lending  authority  in  1953)  ap- 
proves, RFC  will  be  out  of  business  by 
June  30.  But  its  works  will  linger  on 
long  after  RFC  is  reduced  to  a  footnote 
in  the  history  books." 

They  will  indeed.  Set  up  by  Presi- 
dent Herbert  Hoover  in  early  1932, 
RFC  lent  over  $10  billion  during  the 
Depression  to  such  borrowers  as 
banks  and  other  financial  institutions 
($4  billion),  railroads  ($1.2  billion)  and 
thousands  of  small  businesses  ($500 
million).  RFC  money  was  responsible 
for  San  Francisco's  Bay  Bridge  ($73 
million)  and  New  York's  Jones  Beach 
(a  trifling  $5  million).  RFC  spawned  a 
shoal  of  other  lending  agencies  in- 
cluding the  Federal  National  Mort- 
gage Assn.  ("Fannie  Mae"),  the  Com- 
modity Credit  Corp.,  the  Export-Im- 
port Bank  and  the  Rural  Electrifica- 
tion Administration.  And  all  that 
came  before  the  burst  of  wartime 
lending  that  included  $9  billion  for 
war  plants  and  facilities  like  Willow 
Run  and  the  Big  and  Little  Inch  Pipe- 
lines and  close  to  $5  billion  for  strate- 
gic and  other  raw  materials. 

But  generous  as  the  RFC  often  was, 
it  could  also  say  no — as  it  did  to  King 
Ibn  Saud  of  Saudi  Arabia. 

"Air  travel  passenger-miles  will  catch 
up  with  train  mileage  this  year,  pre- 
dicts Chairman  James  R.  Durfee  of 
the  Civil  Aeronautics  Board.  The  two 
were neck-and-neck during  1956.  .  .  ." 

"Foreign  car-makers  will  probably  in- 
crease their  share  of  the  U.S.  market 
from  1.7%  to  3%  this  year,  trade 
sources  say.  Reason  for  the  continu- 
ing popularity  of  the  cars:  low  prices, 
fuel  economy  and  driving  ease." 
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REAL  ESTATE 


North  Shore,  Long  Island 

Entertain  elegantly  in  this  superior 
lOyr  old  brick  house  meticulously 
maintained  Complete  one  story 
living  with  irreplaceable  quality 
throughout  living  rm  &  library 
with  marble  tplc  es,  "party"  deck  off 
dining  rm,  finest  gourmet  km  h,  Ige 
Master  Bedrm  w  smashing  dress 
rm  X  luxurious  bths  Free  floating 
marble  staircase  leads  to  versatile 
entertaining  mis  &  marvelous  in 
door  pool  I'jcclusivch  listed  on  S 
acres  in  prestigious  Mill  Nee  k  w  ithin 
1  hr  of  Manhattan  <N.  airports,  A 
bargain  at  $1,200,000, 


Douglas  Elliman 

Douglas  Elliman— Jane  Hayes 

7 1  Forest  Ave  .  Locust  Valley,  NY  1 1 560 
S16^S9  0400 


VIRGIN  ISLANDS 

Lovely  island  home  amid  lush  tropical 
gardens,  quality  designed  for  casual 
living  in  highly  desirable  area.  Enter- 
tainment complex  with  bar  highlights 
the  enchanting  pool  area.  Gourmet 
kitchen,  spacious  living  room-dining 
room,  master  bedroom  suite,  three 
family  bedrooms,  sitting  room,  large 
storage  rooms.  Private  guest  wing  with 
living  space,  terrace  complete  separate 
one  bedroom  apartment 

John  Foster  Real  Estate 
Post  Office  Box  1198 
St.  Thomas,  U.S.  Virgin  Is.  00801 
(809)  774-6978 


One  of  the  Top  Growth  Cities  for  this 
decade — To  Live — To  Invest  in. 

FREE  NEWCOMERS 
PACKAGE 

with  complete  information.  Write  Stig- 
Shadron  Realty  6840  E  Broadway, 
Tucson.  Az.  85710  or  call  collect 
602-296-7661.  eves  749-9795 


FREE  CATALOG 
Big  .  .  .  Free  SUMMER  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


SHARING 


IS  CARING 


Classified/ 
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REAL  ESTATE 


f  HAWAIIAN 

ESTATE 

Honolulu,  Oahu 

One  of  the  finest  oceanfrorit  prop- 
erties in  the  Hawaiian  Islands,  a 
contemporary  estate  commanding 
extraordinary  views  reaching  out 
over  the  Pacific  and  private  300-foot 
oceanfront  to  world-famous  Dia- 
mond Head  The  17-room  residence 
recently  underwent  an  exacting 
four-year  renovation  and  remodeling 
program.  Located  in  the  exclusive 
Kahala  area,  with  lushly-land- 
scaped  grounds  and  oval-shaped 
pool  and  oceanview  terrace. 
$8,000,000     Brochure  #FB  30-01 

Sotheby's 

International  Realty 

7660  Beverly  Boulevard 
Los  Angeles,  California  90036 
Tel.  213/934-8877 


HEAD  OF 
THE  VALLEY 

Over  4,000  acres  in  a  contiguous  block 
located  at  the  head  of  the  Shields  River  less 
than  an  hour's  drive  north  of  Livingston, 
Montana.  Huge  mountain  meadows  are  sur- 
rounded by  aspen  and  evergreen  forests  and 
the  river  meanders  through  offering  superb 
fly  fishing.  The  meadows  provide  a  sum- 
mer home  lor  up  to  500  cows.  The  propertv 
is  offered  at  $2,800,000  and  is  truly  spec- 
tacular. (2  or  3  parcels  are  offered  sepa- 
rately at  $1,000,000  each). 

Contact  Exclusive  Agents  for  Sellers: 

HALL  AND  HALL  INC. 

P.O.  Box  1924 
Billings,  MT  59103 
(406)  252-2155 


AUTOMOBILES 


FERRARI 

Best  Prices  in  the  United  States 
International  Motor  Cars 
Authorized  Ferrari  Dealer 
Jackson,  MS. 
(601)  969-5668 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  21B       35  N.  Craig  Ave. 
Pasadena,  CA  91107 


MISCELLANEOUS 
FOR  SALE 


COMPUTERS 


GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATION 
U.S.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


10% 


INDUSTRIES  INC 

■  15%  DISCOUNT 
OR  MORE 


JRS-80 


ON  All  NEW  I  IIO'UU  BY  RADIO  SHAi 

Brand  New  in  Cartons  Delivered  Save  Stan 
Sales  Tax  Texas  Residents  Add  Only  5%  Sale: 
Tax  Open  Mon  -Sat  9-6  We  pay  freight  ani 
insurance  No  extra  charge  lor  Mastercard  o 
Visa  Call  us  for  a  Reference  Farmers  Stat 
Bank  Brookshire.  Texas 

ORDER  MODEL  16  TODAY 
Orders:  1-800-2310680 
21969  Kat»  Fwy. 
Katy  (Houston),  Tens  77450 
Questions  d  Inq  ?  1-71 3-392-0747 
r§  1980,  Marymac  Industries,  Inc. 
Ed  or  Joe  McManus 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is  $28.00. 
Minimum  size  ad  is  one  inch  (14  agate  lines)  costing 
$392.00.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$27.50.  Minimum  size  for  display  of  two  inches  (28  agate 
lines)  costing  $770.00.  Must  be  submitted  as  film  negative 
or  camera-ready  mechanical  to  size.  For  specific  require- 
ments send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no  charge  for 
mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month.  Advertising  closing  date  is  one  month  preceding 
date  of  issue. 

Frequency  discounts  available.  Payment  must  accom- 
pany order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE  /  NEW  YORK,  NY  1 001 1 
(212)  620-2440 


Forbes:  Capitalist  Tool® 


ONE  OUT  OF  EVERY  7  FORBES 
SUBSCRIBERS  IS  A  MILLIONAIRE 


Forbes 

L,lassinea/  M3y  io,  1982 

EXECUTIVE  SERVICES 

BUSINESS  OPPORTUNITIES                EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

NECKTIE  NARROWING 


ECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$5.25  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEM ASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


MANUFACTURES' 
REPRESENTATIVES 


BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

nufacturers'  Agents'  Newsletter 
s  you  which  firms  are  looking  for 
resentatives,  the  firm's  product  line 
1  territories  available. 

12  monthly  issues  $20. IX)  prepaid 
lanufaclurers'  Agents'  Newsletter 
ept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


COMPUTERS 


TRS-80 

DISCOUNT 
DIRECT  PRICES 

WRITE  FOR 
FREE  CATALOG 
Leorn  To  Do  It  Yourself"  8  Save  /yioney 

PURE  RADIO  SHACK  EQUIPMENT 
RSONAL  COMPUTER  HEADQUARTERS 


-800-841-0856 


MICRO  MANAGEMENT 
SYSTEMS.  INC. 

Parcel  Division 
DEPT  NO  32 
5C  Second  Ave.  S.W.  •  Cairo, Ga  31728 
912-377  7120  Ga  Phone  No 


FORBES  BINDERS 


SLIP  CASES 

OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $5.95; 

three  for  $17 

Binders:  $7.50; 

three  for  $21.75 

end  check  with  your  name  and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 

BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed. 
Call  collect. 

Grocery  Stores 

$35.000-*$440.000 
Meat  Processors 
$200,000-51,500.000 
Laundry  &  Dry  Cleaners 
$55,000-5250,000 

Beauty  Shops 
$24,000-560.000 

Shoe  Stores 
587.000-5170.000 

AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6358,  Dept.  F.  Co.  Spgs  ,  Co.  80934 
(303)630-8188.  Ext.  14 
No  fee  to  buyer  involved 


1-800-327-6970 

Facts  About  U.S. 
Oil/Gas  Lease  Program: 

•  Over  $4,800,000  worth  of 
leases  awarded  to  FRC  clients 
in  past  180  days. 

•  Never  before  has  FRC  put 
such  a  premium  on  valuable 
federal  lease  rights 

•  100%  Tax  Deductible 
Updated  Complimentary  Brochure 


FRC,  131  State  Street,  "930 
Boston,  MA  02 109 


You  Can  Make  Money  With 
The  Arabs 

They  have  money  to  buy  and  invest  in  prod- 
ucts equipment,  business  ventures,  real 
estate.  One  transaction  can  make  you  inde- 
pendent for  the  rest  of  your  life.  TOP 
FINDERS  FEES  PAID.  FREE  REPORT 
International  Middle  East  Assoc.,  Dept 
FB-5,  8291  Flaxman  Dr.,  Huntington 
Beach,  CA  92646 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine.  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus.  In- 
dividuals or  charter  group  (max- 
imum-12)  Paris  pickup  HORI- 
ZON, 215  N.  75th,  Belleville,  IL 
62223.  800-851-3448 


Mampion  Mail,  £td 


THE  CORPORATE  COLLECTION 

Hampton  Hall  Ltd.,  the  leading  manufacturer 
of  corporate  neckwear,  will  design  a  handsome 
tie  and  scarf  for  your  company,  club,  or  school 

Add  to  this  a  leather  bound  wallet  and  a  belt  of 
the  same  motif  and  you  have  the  Hampton  Hall 
corporate  collection. 

Custom  designed  tote  bags  and  hats  are  also 
available.  For  additional  information  and  bro- 
chure, please  call  or  write: 

HAMPTON  HALL  LTD  , 
51  East  42nd  St.  (at  Vanderbilt  Ave.) 
New  York,  New  York  10017 

(212)  687-6810         Dept  ^.5 


America's 
LOWEST 


Apple  2  Plus.  48K 
Apple  3.  128K,   ,  . 
Hewlett  Packard  41CV  259  95  41C 
Hewlett-Packard  85,  Computer.    .    .  . 
Texas  Instrmts  NEW  99/4A  computer. 

Texas  Instrmts  59  

PC  100C   

ATARI  48K  Computer  

ATARI  Video  Game  

Mattel  Horse  Race  Analvzer.  Re  $125.00. 
Mattel  I nlelhvisian  2609  .... 
Casio  Calc.  Watch  C  90(30  more  models! 
Seiko  Watches/400  mods,  to  choose  from 
LCD  Pen  Watch/5  f unct/stod.  refill  .  . 
Olympic  Sales  Company  •  216  So.  Oxford  Ave. 
Los  Angeles,  CA  90004  •  Telex  67  34  77 
TOLL  FREE  (800)  421  8045  (outside  Calif) 

In  213  Area  Code  (213)  739  1130 
In  Calif.  800  252  2153  Request  out  Catalog 


$1099.00 
2899  00 
199.95 
1985.00 
369  95 
179.95 
157,95 
799.95 
146.96 
23.95 
234  95 
37.95 

69  95  8.  up 
14.95 


Stereo — video — calculators.  New, 
complete,  name-brand  consumer  elec- 
tronic wholesale  catalog.  Save,  buying 
wholesale,  and  make  money  selling  to 
your  friends.  Start  a  home  business 
Catalog.  $5  (refund  with  first  order). 
Southern  Audio  Video  Electronics. 
1 782  Marietta  Blvd.  N.W..  Atlanta, 
Georgia  30318 


.ST  FACTS 
JOUT  FORBES 
JBSCRIBERS: 

Total  paid  circula- 
n:  700,000 


*  1 86,000  serve  on 
their  companies' 
board  of  directors 

*  336,000  are  in  top 
management  positions 


*  236,000  serve  on 
boards  of  one  or 
more  companies 

*  Average  household 
income:  $93,000 


*  684,600  own 
securities.  Average 
value:  $473,000 

*  Average  net  worth: 
$724,000 


The  Dunham's  of  Maine 
Spring  1982  Catalogue  is  an 
extraordinary  collection  of 
tailored  clothing  for  men  and 
women.  Send  for  your  free 
catalogue  or  call 
1-800-341-0471. 

Name   

Address   

 Zip  


Dunham's 
erf  Maine 

Quality  apparel  since  1887 

P.O.  Box  707FS, 
Waterville,  Maine  04901  ^/ 

SPORTFISHING  VACATIONS 


FISH  OUR 

ALASKA! 

For  the  best  of  Alaska's 
famous  sportflshlng,  plan 
your  trip  now!  We  can  help 
put  you  In  the  "hot  spots" 
—at  a  time  that's  right  for 
you. 

Choose  from: 
Alaska's  finest 
sportflshlng  lodges 
Live-aboard  charter 
yachts 

Fly-out  packages 
Write  for  free,  full-color 
Alaska  fishing  guide,  or  see 
your  travel  agent. 

Call  toll-free 
1-800-426-0603 

In  Washington  State,  call 
206-625-9600 


ALASKA 
SPORTFISHING 
PACKAGES 


1500  Metropolitan  Park  Bldg  .  Dept.  FB-F3 
Olive  Way  at  Boren  Avenue  Seattle.  WA  98101 


NAME 


ADDRESS 


CITY 


STATE  ZIP 


A  Division  of  Alaska  Tour  and 
Marketing  Services,  Inc. 


Men  who  are  rich  have  times 
when  they  don't  listen.  Men 
who  are  quite  bright  have 
times  when  they  don't  listen. 
Men  who  are  both  bright  and 
rich  always  listen.  That  is 
how  they  got  the  money,  and 
that  is  how  they  keep  it. 
John  D.  MacDonald 


I  like  to  listen.  I  have 
learned  a  great  deal  from 
listening  carefully.  Most 
people  never  listen. 
Ernest  Hemingway 


He  who  has  no  inclination  to 
learn  more  will  be  very  apt 
to  think  that  he  knows  enough. 
Thomas  Powell 


The  immature  mind  hops 
from  one  thing  to  another; 
the  mature  mind  seeks 
to  follow  through. 
Harry  A.  Overstreet 


A  Text . . . 

A  fool  despiseth  his 
father's  instruction: 
but  he  that  regardeth 
reproof  is  prudent. 
Proverbs  15:5 


Sent  in  by  Abraham  I.  Rotman,  Philadel- 
phia, Penna.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders  of 
texts  used. 


The  more  extensive  a 
man's  knowledge  of  what 
has  been  done,  the 
greater  will  be  his  power 
of  knowing  what  to  do. 
Benjamin  Disraeli 


A  light  and  trifling  mind 
never  takes  in  great  ideas, 
and  never  accomplishes 
anything  great  or  good. 
William  Sprague 


Thoughts 

on  the  Business  of  Life 


The  fellow  who  thinks  he 
knows  it  all  is  especially 
annoying  to  those  of  us  who  do. 
Harold  Coffin 


Some  are  so  very  studious  of 
learning  what  was  done  by  the 
ancients  that  they  know  not 
how  to  live  with  the  moderns. 
William  Penn 


You  can  never  plan 
the  future  by  the  past. 
Edmund  Burke 


Progressive  business  leaders 
recognize  that  they  cannot 
afford  not  to  read  about 
hi  isii /ess — business  currents, 
business  discoi  eries  and 
dei  'elopments.  The  man, 
especially  the  young  man, 
who  conceitedly  imagines 
he  knows  it  all  and  that, 
therefore,  there  is  no  need 
for  him  to  try  to  learn 
more,  is  doing  his  best, 
or  his  worst,  to  bring 
about  his  own  undoing. 
B.C.  Forbes 


The  recipe  for  perpetual 
ignorance  is:  Be  satisfied 
with  your  opinions  and 
content  with  your  knowledge. 
Elbert  Hubbard 


An  investment  in  knowledge 
always  pays  the  best  interest. 
Benjamin  Franklin 


It  is  difficult  to  get  a  man 
to  understand  something  when 
his  salary  depends  upon  his 
not  understanding  it. 
Upton  Sinclair 


Change  does  not  necessarily 
assure  progress,  but  progress 
implacably  requires  change. 
Education  is  essential  to 
change  for  education  creates 
both  wants  and  the  ability 
to  satisfy  them. 
Henry  Steele  Commager 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropnate  sales  tax  on  New 
York  State  orders. 


American  businessmen  are  always 
ready  to  scrap  worn-out  machines 
but  slow  to  scrap  worn-out  ideas. 
Eugene  G.  Grace 


Nothing  is  more  wearisome 
or  more  futile  than  the  most 
antiquated  of  all  manias: 
the  rage  to  be  modern. 
Paul  Hindemith 


Fetter  not  commerce! 

Let  her  be  as  free  as  air.  She  will 

range  the  whole  creation,  and 

return  on  the  four  winds  of 

heaven  to  bless  the  land  of 

plenty  with  plenty. 

Patrick  Henry 


The  forces  of  a  capitalist 
society,  if  left  unchecked, 
tend  to  make  the  rich  richer 
and  the  poor  poorer. 
[awaharlal  Nehru 


Economic  stimulation  that 
encourages  the  increased 
expenditures  of  the  rich 
has  an  aspect  of  soundness 
that  is  lacking  in 
expenditures  on  behalf  of 
the  undeserving  poor. 
John  Kenneth  Galbraith 


It's  getting  so  people 
don't  want  to  work  with 
their  hands  ...  or  their  head. 
Arnold  Glasow 
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'The  medical  market  is  taking  off.  Now  there's  a 
computer-monitor  that  gives  more  information  than 
ever  before  on  vital  signs  during  surgery.  It's  the  kind 
of  electronics  help  doctors  need  more  of  these  days. 
Who's  big  in  medical  electronics?" 


Gould  is  concentrating  on  six  markets  it  believes  will  provide  the  greatest  growth  and  outpace 
the  rest  of  the  electronics  industry:  high-performance  32-bit  minicomputers,  factory  automation, 
test  and  measurement,  medical  instrumentation,  defense  systems,  and  electronic  components 
and  materials.  For  more  information  about  our 
growth  strategy,  write:  Gould  Inc.,  Department  A, 
10  Gould  Center,  Rolling  Meadows,  IL  60008. 

Electronics  &  Electrical  Products 

.   -  _  :  :  :  ^  _^         ■  >  .■  J 


->  GOULD 


Where  the  most  important  part  of  electronic  banking  isn't  electronic. 


What  makes  The  Citi  of  Tomorrow  so  unique  is  the 
people  behind  it.  Some  of  the  best  qualified  bankers 
in  the  world . . .  Citibankers. 

They've  allowed  us  to  develop  the  most  advanced 
electronic  banking  system  available. 

They're  our  account  officers  who  can  apply  this 
expertise  to  help  your  company. 

They're  also  a  staff  of  Citibank  consultants  who  can 
assist  with  your  cash  management  problems  today  and 
help  you  understand  and  cope  with  changes  in  the  future. 

As  well  as  a  team  of  service  professionals  who  are 
always  there  to  work  with  your  staff  to  bring  j 


981  Citibank.  N  A  Member  FDIC 


new  efficiency  and  productivity  to  your  back  office. 

And  since  our  back  office  operation  has  gone 
through  an  extensive  tnal-and-error  period  at  our  end, 
you  won't  have  to  go  through  it  at  yours. 

For  some,  the  key  to  electronic  banking  is 
technology.  At  Citibank,  the  key  is  the  people  behind  it. 

For  more  information,  call  your  account  manager 
or  Robert  Mendes,  VP,  at  (212)  559-1980. 


CITIBANK 


GLOBAL  ELECTRONIC  BANKING 

The  Citi  of  Tomorrow  and  Global  Electronic  Banking  are  service  marks  of  Citibank,  N  A 


Imported  Bombay.  Uniquely  distilled.  The  extraordinarily  dry  and  distinctive  British  gin.  Join  the  cli 

Play  to  win. 


©Carillon  Importers  Ltd  NY. 
£  Proof.  KXJ%  grain  neutral  spirit*. 


BOMBAY, 

IMPORTED  ENGLISH  GIN 
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Correcting  your 
mistakes  now  costs 
less  at  Sears. 


The  Electric  I.  Save  $20 

Now  only  $159.99. 
Get  our  most  economical  porta 
ble  electric  at  an  economical, 
price.  With  6-step  correc- 
tion ribbon  system. 
Power  repeat  keys, 
shift,  and  spacer 
bar.  A  pre-set 
tab  feature,  ^ 
and  self-lid  case.  . 


The  Scholar.  Save  $50 

Step  up  to  our  most  popular  full-power, 
portable  electric  for  only  $199.99.  You  get  fast  keyboard  correction. 
There's  also  power  carriage  return,  repeat,  backspacing,  segment  shift 
A  full  tabulator  and  a  rugged,  lightweight  carrying  case  top  it  all  off. 

The  Graduate.  Save$60 

Or  graduate  to  the  Sears  Graduate.  With  all  the  features  of  the  Scholar,  and  more,  for 
only  $239.99.  Make  no  mistake  about  it.  Keyboard  correction  is  faster.  Simpler.  You  get  a  halfspace  key.  Power 
paper  advance.  Carriage  lock.  Lots  more.  And  your  choice  of  pica  or  elite  type. 


Sale  in  effect  from  May  9  to  May  22. 

Full  One-Year  Warranty  For  one  year  from  the  date  of  purchase.  Sears  will,  upon  return,  repair  free  of  charge,  if  defective  in  material  or  workmanship 

Umited  Warranty  After  one  year,  and  until  five  years  from  the  date  of  purchase.  Sears  will,  upon  return,  furnish,  free  of  charge,  a  replacement  part  for  any  defective 

part  (except  motor). You  pay  for  labor. 

You  can  count  on 


Available  at  most  larger  Scars  retail  stores. 

Prices  and  dates  apply  only  to  the  continental  United  States. 


Sears  Roebuck  and  Co  1982 
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109  Cover  Story:  Sure,  ca- 
ble 7Y  uill  fulfill  its  prom 
ise  someday  But  a  lot  of 
pioneers  u  ill  get  hurried 
before  the  gold  is  mined 


35  Oil  Taxes  A  windfall 
for  small "  producers  that 
doesn  t  make  much  sense. 


31  Conglomerates: 
Minority-Interest  Acquisitions 

The  new  game:  buying  20%  at  "wholesale." 

32  Social  Security: 
Much  Ado 

A  classic  case  of  rhetoric  versus  reality. 

33  Companies: 
Saxon  Industries 

What  's  behind  its  sudden  bankruptcy? 

34  Oil  Shale: 

Union  Stays  The  Course 

Is  shale  dead?  No,  says  Fred  Hartley. 

35  Taxes: 

Picking  On  The  Big  Guv 

Why  help  a  wildcatting  doctor? 

36  Companies: 

Kaiser  Aluminum  &.  Chemical 

Or  maybe  it  should  be  vice  versa. 

37  Companies: 
Chock  Full  O'Nuts 

There's  still  no  doubt  who's  boss.  Which  is 
now  the  problem. 

42  Profiles: 

Larry  Charfoos 

He  brings  home  S400,000  in  an  off  year  as  a 
personal-iniury  attorney.  But  to  hear  him  tell 
it,  it's  a  tough  life. 

48  Video  Games: 

Software's  Superstars 

Oh,  to  be  young,  rich  and  famous. 

54  As  I  See  It: 

Richard  Kessler  And  Charles  Ebinger 

Energy  is  security.  Decontrol  is  defense. 


58  Companies: 
Apex  Oil 

Furures  are  a  great  game- 
deliver. 


-until  you  have  to 


58  Aptrv  Oil:  "They  play 
real  Ixtrdball."  says  one 
observer  This  time,  tbey 
got  a  bad  Ixjp. 


63  Companies: 

Dollar  General  Stores 

Who  wants  to  be  fashionable  when  you  can  be 
just  plain  profitable? 

66  Companies: 

Anixter  Brothers,  Inc. 

Buy  by  the  mile,  sell  by  the  foot. 


70  The  Up-And-Comers: 

Sorenson  Research;  Santec  Corp. 

"Entrepreneurs  are  glorified  gamblers,"  says 
Jim  Sorenson.  They  also  get  an  occasional 
arrow  m  the  back,  says  Royden  Sanders. 

81  Companies: 
BOC  Group 

American  methods  were  fine,  American  sala- 
ries something  else  again. 

84  Bankruptcy  Law: 

For  Every  Action  A  Reaction 

And  sometimes  it's  not  much  better. 

86  The  Numbers  Game: 
On  Second  Thought . .  . 

If  FASB-8  was  so  bad,  how  come  so  few 
companies  are  switching  now  that  they  can? 

90  Taxing  Matters: 
Let  The  Credits  Go? 

Tax  credits  for  energy  sounded  so  simple  back 

m  1978. 

94  Companies: 

Lone  Star  Industries 

When  you  have  all  your  eggs  in  one  basket,  a 
little  blind  faith  can't  hurt.  Urn  Stewart  has  it 
in  quantity. 

99  Companies: 

American  Building  Maintenance 

Syd  Rosenberg's  father  learned  a  long  time 
ago  that  cleaning  up  buildings  may  not  be 
glamorous,  but  it's  recession-proof. 

100  Investment  Bankers: 
Real  Estate  Stock  Swaps 

When  even  the  most  jaded  Wall  Street  pros 
are  feeling  guilty,  watch  out. 

104  Publishing: 

Who  Is  Edward  Gaylord? 

He's  a  man  who  has  been  waiting  a  long 
time — for  a  lot  of  things. 

109  Cover  Story: 

A  Vaster  Wasteland? 

The  promise  of  cable  TV  to  link  high  quality 
and  solid  economics  is  indisputable.  But  the 
reality  may  be  something  else. 


119  Companies: 
Burnup  &  Sims 

For  the  nation's  leading  installer  of  cable, 
growth  m  the  communications  industry  has 
been  a  can't-miss  proposition. 
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63  Dollar  General.  Notbin ' 
fancy  J  list  a  retailer's 
dream. 


104  Edward  Gay  lord.  "It's 
our  turn, "  says  Oklahoma 
Governor  George  Nigh. 
That  means  it's  Eddie  Gay- 
lord's  turn,  too. 


146  Hardware.  A  comput- 
er in  the  back  room. 


1 72  Arbitragers:  'A  bunch 
of  big  dogs  worrying  a  lot 
of  small  bones. " 


120  Pollution: 
Selling  Dirt 

Tax  credits  aren't  the  only  good  trading  stock 
around.  How  about  the  right  topollute  the  air? 

142  Currency: 
Penny  Wise? 

What  the  Mint  is  up  to. 

146  Retailing: 

The  Corner  Hardware  Store 

It  has  managed  to  survive  while  other  sym- 
bols of  a  placid  past  have  faded  away. 

149  Government: 

The  Check  Is  In  The  Mail 

Uncle  Sam  has  caught  the  slow-pay  habit. 


Faces  Behind  The  Figures 

152  Joseph  Vittoria  and  Frank  Olson, 

Avis  Rent  A  Car;  The  Hertz  Corporation 

152  Ira  Distenfield, 

Smith  Barney,  Harris  Upham  &)  Co. 

152  I.  William  Sherr, 

Frank 's  Nursery  &)  Crafts,  Inc. 

153  Art  Bartlett, 

Mr.  Build  International 

153  Robert  Sakowitz, 
Sakowitz,  Inc. 

154  Richard  Voell, 
Rockefeller  Center,  Inc. 

155  Stephen  Axilrod, 
Federal  Reserve  Board 
155  Andy  Russell, 
Russell,  Rea  &)  Zappala,  Inc. 


156  Personal  Affairs: 
The  Savile  Row  Suit 

London's  Savile  Row  remains  the  world's 
epicenter  of  the  "bespoke"  suit. 

170  Statistical  Spotlight: 
The  Institutions 

You  either  love  them  or  hate  them. 

172  The  Money  Men: 

"Hard  Times"  For  The  Arbitragers 

"Fate  holds  terrible  forfeits,"  said  Churchill, 
"for  those  who  gamble  on  certainties." 

177  Bonds: 

PepsiCo  Pessimism 

Betting  on  high  interest  rates  for  30  years. 
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Mazda  GLC 
Proof  that  an  extraordinary 
economy  car  is  not  built  by  ar 
ordinary  car  company 


The  more  you  look  at  our 
front-wheel-drive  GLC, 
the  more  you  become 
aware  of  one  vital  fact. 

It's  an  exceptional 
value. 

We  also  Ix'ii    r  it's 
an  exceptional  piece  of 
engineering.  When  our 
engineers  first  designed 
the  GLC,  the\  u 
to  analyze  existing  front- 
wheel-drive  technology. 
They  were  free  to  in  - 
prove  it  in  virtually  i- 
area.  And  they  did. 

The  result  is  a  car  \ 
handling,  responsive- 
ness and  ease  of  steer:  1 

L    \'-pes  as  a  pleasant 

>rise  to  those  accus- 
tomed to  driving  ordin- 
ary front-wheel-drive 
automobiles. 


44 


EST. 
hwv 
mpg 


34 


EST 
mpg 


Yet  never 
does  the  GLC 
ignore  the 
importance  of 
fuel  economy. 
How  Mazda  engineers 
handled  handling. 

When  the  wheels  of 
a  car  are  subjected  to 
a  rearward  force— when 
you  go  over  a  bump,  for 
example— they  tend  to 
toe-out.  Such  a  change 


ADVANCED 
FRONT  WHEEL 
DRIVE 


interferes  with  the  car's 
stability. 

Mazda  engineers 
developed  a  rear  sus- 
pension for  the  GLC 
that  includes  a  patented 
Twin  Link  design  whose 
geometry  counteracts 
this  effect.  Instead  of  toe 
ing  out,  the  rear  wheels 
of  the  GLC  remain  in 
neutral  position  to  help 
hold  the  car  on  hack. 
An  economy  car 
that's  fun  to  drive. 

The  Mazda 
GLC  is  far 
from  dull.  It's 
powered  by  a 
transverse- 
mounted, 
overhead  cam, 
4-cylinder, 
1.5  litre  engine 


with  hemispheric 
combustion  chaml 
and  high  swirl  int 
porting  for  efficie 
combustion. 
Excellent  resale 

The  1979  GLC  $ 
Hatchback  has  ret 
an  impressive  100 
of  its  original  suggej 
retail  price,  accorcuj 
to  the  KeUey  Blue  B( 
Mar.- Apr.  1982.  And 
have  ever)'  reason  to 
believe  that  today's: 


maintain  excellent 
le  value, 
mg  list  of 
dard  features. 

Standard  features  on 
|  vlazda  GLC  Custom 
ide  1.5  litre  overhead 
■j  4-cylinder  engine 
ck-and-pinion  steer- 
i*  Split  fold -down 
i  seat  backs  •  Power 
1 1  disc  brakes  •  4- 
:  el  independent 
tension  •  Whitewall 
l-belted  radials 
;ctric  rear  window 
oster  •  Cut-pile  car- 
ng  •  Remote-control 
e?s  door  mirror 
ited  glass  •  Reclin- 
front  bucket  seats 
By  now,  you  should 
erstand  why  we  say 
GLC  is  an  extraordi- 
Y  economy  car.  But  is 
company  behind  the 
icjually  extraordinary? 

atmosphere  of 
alvement. 

Mazda  has  developed 
)se-knit  manage- 
it-labor  relationship 
ch  has  resulted  in 
ng  employee  interest 
11  aspects  of  the 
ipany's  operations. 
:ching  management's 
cern  for  sales  and 
fits  stride  for  stride, 
}loyees  are  deeply 
)lved  in  many  areas, 
uding  ways  to 
>rove  quality. 
Mazda  management 
Durages  this  atmos- 
re  of  involvement 
has  developed  sev- 
systems  to  deeply 
)lve  the  worker, 
w  we  invite 
ticipation. 
Our  Employee 
;gestion  Program, 
example,  has  been 
zessfully  operated 
>ughout  the  company 
nore  than  25  years. 
i  employee  may  sug- 
:  an  idea  for  improv- 
operations  or  the 
king  environment. 
281  alone,  our 


employees  contributed 
over  13?4  million  sug- 
gestions and  over  50% 
were  adopted! 

Mazda  Quality 
Circles  provide  another 
valuable  forum  for 
employee  participation. 
Currently,  there  are  2147 
Circles  with  over  16,000 
employees  engaged 
in  a  number  of  problem- 
solving  activities— 
including  ways  to 
increase  quality. 

MQ  Circles  usually 
consist  of  seven  to  eight 
volunteer  members.  They 
meet  on  their  own  time 
several  times  monthly 
to  discuss  and  solve 
the  issues  they  are  con- 
cerned with. 

These  Circle  activities 
have  made  tremendous 
contributions  to  in- 
creased productivity  and 
quality.  But  more  impor- 
tantly, they  have  pro- 
vided employees  with  an 
opportunity  to  participate 
and  gain  a  sense  of 
accomplishment. 
Our  quest  for  quality. 

We  want  to  continue 
to  offer  the  finest  possi- 
ble quality  automobiles 
at  the  least  possible  cost. 
So  improved  quality  is  a 
continuing  goal  of  ours. 
And  programs  like  these 
have  led  to  many  signif- 
icant contributions  in 
this  area. 

Our  intense  commit- 
ment to  quality  is  paying 
impressive  dividends 
both  corporately  and  for 
the  over  one  million 
people  who  buy  our 
products  each  year  in  our 
110  markets  worldwide. 
And  has  helped  make  the 
GLC  the  most  successful 
new  product  in  Mazda's 
50  year  history  of  pro- 
ducing automobiles. 

The  more  you  look  at 
all  the  quality  that  goes 
into  eveiy  Mazda,  the 
more  you  like  the  quality 
of  the  company  behind 
the  car. 


SOME  ADDITIONAL  INTERESTING  FACTS  ABOUT  MAZDA: 


VEHICLES  PRODUCED  PER  EMPLOYEE 
50 1  


Mazda  productivity 
has  risen  97.8%  in 
just  5  years. 


JAPAN'S  LEADING 
MOTOR-VEHICLE  PRODUCERS 
Total  Units 
Rank      Company  1981 

1  Toyota  .........  3.220,418 

2  Nissan   2.584,288 

3  Mazda   1,176,608 

4  Mitsubishi    1,094,793 

5  Honda    1,008,927 

6  Suzuki  578,876 

7  Subaru  472,639 

Daihatsu   472,254 

9     Isuzu   457,242 


Mazda  is  the 
third  largest 
motor-vehicle 
producer  in  Japan. 
We're  also  the 
ninth  largest  in 
the  world.t 


1245,696  units  were 
sold  worldwide  in 
FY  1981. 


1,600,000 
1,400.000 
1,200,000 
1,000,000 

800,000 

600,000 

400,000 

200,000 
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1978       1979      1980  1981 
■I  Suggestions  adopted 


The  depth  of  Mazda 
employee  involvement 
is  shown  by  the 
number  of  suggestions 
made  and  adopted. 


Net  after- tax  income 
was  $85.0  million. 


+Source:  Japanese  Automotive  Manufacturers  Association 


r: 


FOR  A  FREE  COPY  OF  THE  1981  MAZDA 
ANNUAL  REPORT  AND  A  GLC  CATALOG, 
SIMPLY  FILL  OUT  THIS  COUPON  AND 

SEND  IT  TO: 


Hooven  Business  Mail 
P.O.  Box  15014 
Los  Angeles,  CA  90015 
Attn:  Mazda  GLC  Offer 


'1982  EPA  estimates  for  comparison 
purposes  for  GLC  Custom  3-door 
with  4-speed  transmission.  Your 
mileage  may  vary  with  trip  length, 
speedand  weather.  Actual  highway 
mileage  will  probably  be  less. 
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BUSINESS  OPPORTUNITIES 


DEPRESSION  PROOF 
INVESTMENT 


Economics  "A" 

Like  most  Americans,  I  have  been  skeptical  that  inflation  is  reall) 
coming  under  control.  Yes,  the  recent  numbers  have  looked  good,  bui 
for  how  long?  Haven't  we  had  these  Fed-induced  lulls  before?  Then  I 
saw  this  advertisement.  For  at  least  a  decade  it  has  been  customary  tc 
tout  such  offerings  as  inflation  proof.  How  long  since  you  saw  one 
advertised  as  depression  proof.  Ten 
years?  Twenty?  Economic  psy- 
chology is  shifting.  Such  manifes- 
tations of  popular  culture  as  this  ad 
tell  us  more  about  economic  psy- 
chology than  all  the  computer 
printouts  money  can  buy. 

Game  groupies? 

Successful  young  entrepreneurs  are  no  novelty  to  Forbes  reporters; 
we  deal  with  them  all  the  time.  Nevertheless,  Kathleen  Wiegner,  a 
veteran  Associate  Editor  in  our  West  Coast  Bureau,  was  somewhat 
shaken  when  she  recently  interviewed  Barry  Printz,  co-owner  of 
Cavalier  Computer  Corp.  What  did  Printz  do  before  getting  into  his 
current  business,  Wiegner  wanted  to  know.  It  was  a  routine  question, 
but  Printz  was  puzzled.  "I  was  in  high  school.  .  . ,"  he  finally  replied. 
Printz,  20,  is  a  designer  of  computer  games,  a  new  occupation  for 
which  neither  Harvard  nor  Stanford  offers  much  preparation.  And 
then  Wiegner  got  another  surprise:  Her  15-year-old  daughter,  Chris- 
tine, could  rattle  off  the  names  of  half  a  dozen  computer  game 
designers.  Will  these  computer  whiz  kids  be  to  the  coming  generation 
what  Rod  Stewart  and  Bruce  Springsteen  were  to  their  immediate 
predecessors?  Why  not?  It  would  be  an  improvement.  Wiegner's 
article,  "New  stars,  new  firmaments,"  begins  on  page  48. 

Going  it  alone 

So  Exxon  is  abandoning  the  giant  Colony  shale  oil  project.  Which 
leaves  the  gutsy  Fred  Hartley  of  Union  Oil  almost  alone  in  pushing 
this  promising  synthetic.  On  page  34  we  interview  Hartley  as  to  why 
Union  is  plowing  ahead.  On  the  same  general  subject,  on  page  54  ("A 
one-sided  emphasis"),  a  pair  of  energy  experts  warn  that  neglecting 
the  development  of  substitutes  for  OPEC  oil  may  endanger  our 
national  security.  Aren't  things  like  shale  development  expensive? 
No  more  so  than  nuclear  aircraft  carriers  and  ICBM  systems,  the 
experts  argue,  and  just  as  necessary  for  defense. 

Gutenberg  lives! 

Stunned  by  the  immense  and  growing  impact  of  television,  we  who 
make  our  living  from  the  printed  word  sometimes  wonder  whether 
we  have  a  future.  We  don't  delude  ourselves  that  TV  can  produce  only 
pablum  for  the  masses — especially  with  the  new  cable  and  satellite 
and  cassette  technologies  that  now  make  "narrowcasting"  possible. 
And  yet.  ...  In  this  issue  Senior  Editor  Thomas  O'Donnell  and 
Reporter-Researcher  Jay  Gissen  take -a  close  look  at  the  new  technol- 
ogies and  find  that,  while  the  hardware  is  here,  a  sufficient  volume  of 
quality  programming  is  far  away.  Thus,  for  all  its  strengths,  20th- 
century  TV  has  yet  to  obsolete  the  work  of  15th-century  Johannes 
Gutenberg  and  his  predecessors.  Wishful  thinking  on  our  part?  We 
don't  think  so.  Story  starts  on  page  109. 


Editor 
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(odak  announces 
mass  production 
reproduction. 


Introducing  the  Kodak  Ektaprint  250  dupli- 
cator. It's  Kodak's  newest,  fastest,  most  talented, 
most  productive  duplicator. 


c'Eastman  Kodak  Company.  1982 


Do  you  need  a  Kodak  Ektaprint  250  duplicator? 
Answer  these  questions  and  see. 


D  1,  New  automatic,  single-pass,  full-speed. 
2-sided  copying. 

□  2.  Collated  sets  at  full  duplicator  speed. 

D  3.  Six-position  stapling  at  full  duplicator  speed. 

□  4.  New  automatic,  in-line,  cover-sheet 

insertion. 

□  5.  New  94%  reduction,  plus  77%  and  64% 

reductions  and  true  1:1 . 

D  6.  New  advanced  image-tone  control  for 
superior  results  from  a  variety  of  originals. 

□  7.  New  computer  control  for  increased  operat- 

ing ease  and  uptime. 

Q8.  New  preset  controls  for  complex  jobs.  Inter- 
rupt for  anything  you  wish .  Then  return  to  the 
basic  program. 

□  9.  New  high-volume  efficiency— all  functions 

in-line. 


How  many  copies  do  you  make  per 
month?  


What  copiers/duplicators  do  you 
have  now?  


Here  are  my  answers.  Please 

Zl  Have  a  representative  cal 
Zl  Send  information. 

Name  


Title. 


Company  

Address.- 

City  


State 


Zip 


Telephone 


{  ) 


Eastman  Kodak  Company,  CD2381 ,  Rochester,  NY  14650 


.J 


Trends 


Banks  versus  boundaries 

A  major  political  barrier  to  interstate 
banking,  banned  by  law  for  two  gen- 
erations, seems  to  be  crumbling.  Any 
congressional  move  to  permit  banks 
to  move  across  state  lines,  the  con- 
ventional wisdom  runs,  would 
founder  because  of  overwhelming  op- 
position from  local  banks  whose 
numbers  far  outweigh  the  major,  big 
city  institutions.  Now,  that  resis- 
tance is  melting  away  and  local  banks 
themselves  are  moving  across  state 
boundaries.  The  shift  has  become 
definite  during  the  past  two  years, 
according  to  John  Eggemeyer,  a  senior 
vice  president  of  the  Chemical  Bank, 
sixth-largest  in  the  U.S.,  and  itself 
trying  to  acquire  a  Florida  bank  group 
to  be  ready  when  and  if  Congress  re- 
writes the  law.  The  big  banks,  of 
course,  have  been  establishing  their 
presence  in  state  after  state,  using 
ploys  that  stay  within  the  law — Edge 
Act  banks  (which  handle  only  inter- 
national business),  "loan-generation" 
offices,  electronic  hookups  (allowing 
New  York  customers,  say,  to  use 
automatic  tellers  in  West  Coast 
banks).  Local  banks  are  setting  up 
their  own  "regional"  links  that  tran- 
scend state  lines.  The  political  and 
legislative  climate  in  the  states  is 
changing  too,  Eggemeyer  points  out. 
South  Dakota  and  Delaware  have 
passed  laws  welcoming  out-of-state 
banks;  Alaska  and  Florida  have  such 
bills  pending;  Maine  defeated  one  but 
the  opposition  was  feeble.  The  legal 
barrier,  it  seems,  may  become  redun- 
dant long  before  it  is  repealed. 


The  single-house  couple 

The  widespread  notion  that  through- 
the-roof  housing  costs  are  forcing 
young  couples  to  share  quarters  or 
move  in  with  their  parents  gets  little 
or  no  support  from  the  Census  Bu- 
reau. Analysts  there  say  they  see  no 
clear  evidence  in  their  surveys  that 
two-family  households  are  increasing 
substantially.  Instead,  they  say,  the 
number  of  separate  households  has 
gone  up  30%  since  the  1970  head 
count  and  should  continue  to  increase 
during  the  Eighties. 


The  boss  of  their  dreams 

Secretaries  may  be  as  vital  to  the  of- 
fice as  telephones  but  their  concept  of 
the  ideal  boss  is  anything  but  busi- 
nesslike. Top  pick  for  the  ideal  em- 
ployer in  the  annual  poll  by  Manpow- 


Alan  Alcla 


Does  a  boss  have  to  mean  business  ? 


er,  Inc.,  the  Milwaukee  temporary- 
placement  firm,  is  actor  Alan  Alda, 
first  choice  of  18%.  Trailing  TV's 
Hawkeye  were  TV's  Phil  Donahue 
(11%),  Ronald  Reagan  (11%),  Dan 
Rather  (10%)  and  a  string  of  other 
notables  ranging  from  Supreme  Court 
Justice  Sandra  Day  O'Connor  (6%)  to 
Frank  Sinatra  (1%).  No  businessmen 
were  on  Manpower's  list,  except  for 
possible  nameless  choices  lumped  un- 
der "other,"  who  scored  7%. 


A  word  from  our  sponsor 

The  paid  commercial  has  arrived  on 
the  chaste  channels  of  public  broad- 
casting under  a  plan  approved  by  Con- 
gress to  let  ten  public-service  TV  out- 
lets sell  four  minutes  an  hour  to  ad- 
vertisers. At  least  one  operator  is 
delighted  and  sees  no  adverse  effects 
on  his  pure-eyed  viewers.  President 
Bob  Chitester  of  WQLN  in  Eric, 
Penna.  will  air  his  ads  only  between 
shows,  explaining:  "People  are  upset 
by  interruptions  in  the  programs.  It 
doesn't  matter  if  it's  a  commercial,  a 
news  break  or  me  getting  on  there  and 
saying  send  in  ten  bucks,  we're  starv- 
ing to  death."  He  has  no  illusions  that 
ads  will  free  him  from  a  need  for  gov- 
ernment aid  but  hopes  they  may  pro- 
vide 5%  of  his  budget  (currently  $1.3 
million,  60%  to  65%  of  it  state  or 
federal  money).  Chitester,  who  pro- 
duced Milton  Friedman's  Free  to 
Choose  series  and  has  another  in  the 
works  criticizing  federal  spending, 
likes  any  income  that  will  help  free 
public  TV  from  "the  distorting  influ- 
ences" of  government.  (He  is  charging 
about  $100  for  30  seconds;  his  cross- 
town  commercial  rival  gets  an  aver- 
age of  $155.)  Ads  may  be  fine,  but  the 
real  solution,  he  thinks,  is  more  "free- 
for-service"  broadcasting:  programs 
tailored  to  viewers'  needs  to  generate 


Edited  by  John  A.  Conway 

more  paid  memberships,  program- 
ming on  a  paid  subscription  basis  or 
stunts  like  his  Saturday  night  "TV 
flea  market,"  a  sort  of  on-camera  ga- 
rage sale. 


The  brighter  side 

Unemployment  as  a  sign  of  doom 
may  depend  on  the  point  of  view.  Jo- 
seph Duncan,  Dun  &  Bradstreet's 
chief  statistician  and  corporate 
economist,  looks  at  data  from  the 
Bureau  of  Labor  Statistics  and  finds 
the  cup  half  full,  not  half  empty. 
"People  are  failing  to  recognize  that 
the  labor  market  of  the  Eighties  is 
very  different  from  the  Seventies," 
he  says.  During  the  1970s  the  labor 
force  grew  by  2.4  million  people  a 
year;  for  the  first  half  of  the  Eighties, 
it  is  expected  to  increase  by  1  mil- 
lion a  year.  So  the  same  amount  of 
job  growth  as  in  the  Seventies  will 
have  a  more  significant  impact  on 
pulling  down  unemployment  in  the 
Eighties.  "When  you  get  beyond 
1985,"  he  adds,  "it  gets  even  more 
dramatic  because  only  about  700,000 
people  will  be  entering  the  labor 
force  each  year."  The  Phillips  Curve, 
which  economists  use  to  measure 
the  relationship  between  unemploy- 
ment and  inflation,  Duncan  thinks, 
"has  been  pretty  well  destroyed." 
When  inflation  shot  up  during  the 
last  four  years,  unemployment  didn't 
drop  the  way  the  Phillips  Curve 
called  for,  because  the  labor  force 
was  growing  so  rapidly,  he  argues. 
The  Dun  &  Bradstreet  man  sees  an- 
other bright  spot:  The  number  of  De- 
pression-born 45-to-54-year-olds  will 
decrease  between  now  and  1985. 
Since  that  group  comprises  much  of 
today's  middle-management  pool,  the 
change  means  the  baby-boomers  will 
have  that  much  more  opportunity. 


Aid  with  a  string 

Tucked  away  in  the  fine  print  of  the 
Caribbean  Basin  Initiative,  the  aid- 
and-trade  plan  President  Reagan  sent 
to  Congress  earlier  this  year,  is  a 
provision  that  would  arm  U.S.  tax 
sleuths  with  a  potent  new  weapon. 
Signing  on  for  the  initiative  would 
require  a  country  to  open  its  bank 
records  of  secret  accounts,  for  both 
Americans  and  citizens  of  third-par- 
ty nations,  which  the  Internal  Rev- 
enue Service  suspected  were  being 
used  to  evade  taxes.  The  U.S.  already 
has  tax  treaties  with  30  countries 
but  none  confers  the  right  to  as 
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IF  YOUR  TRUCKS  ARE  EATING  YOU  ALIVE 

LEASE  A  RYDER. 


If  the  cost  of  new  trucks  today 
as  you  mumbling  to  yourself. . . 

If  the  cost  of  the  money  to  buy 
lose  new  trucks  is  gobbling  up  your 
ne  of  credit. . . 

If  you're  running  your  old  trucks 
lto  the  ground  and  they're  spending 
lore  time  in  the  shop  than  on  the 
>ad. . . 

If  the  cost  of  truck  maintenance 
i  growing  faster  than  your  ulcer. . . 

If  your  customers  are  screaming 
iAmere's  that  shipment?  WHERE'S 
HAT  SHIPMENT?...  " 

If  your  customers  are  screaming 
ley 're  not  going  to  be  your  customers 
nymore. . . 

Ifyou  can't  sleep  at  night  because 
ou're  afraid  the  phone  will  wake  you 
p  and  one  of  your  drivers  will  say 
Suess  what? The  transmission. .." 

If  your  trucks  are  so  undepend- 
ble  you  can't  get  backhauls... 

If  you  call  your  carrier  and  he 


says"Idon't  go  there  anymore . ." 

Then  call  Ryder.  Ryder  leases 
trucks.  And  Ryder  does  one  thing  better 
than  anybody  in  this  world.  We  keep 
trucks  running  efficiently.  Which  re- 
duces your  trucking  costs. 

And  we  do  it  the  only  way  it  can 
be  done.  By  putting  in  the  time  and 
effort  and  giving  you  the  service  that's 
required  to  have  a  thoroughly  efficient 
trucking  operation. 

And  only  Ryder  can  do  it  all  for 
you.  With  Ryder's  24-hour  emergency 
road  service  from  over  600  company- 
owned  locations  coast  to  coast. 

With  the  toughest  preventive 
maintenance  system  in  the  world, 
developed  and  refined  over  49  years 
of  practice. 

With  Ryder  providing  fuel  from 
Ryder's  own  tanks  with  no  retail 
mark-up. 

And  with  Ryder's  back-up  fleet 
of 20,000  rental  trucks  to  handle  your 


short-term  needs. 

So  if  your  trucks  are  getting  the 
best  of  you  instead  of  you  getting  the 
best  out  ofyour  trucks,  call  your  near- 
est Ryder  district  office  now.  Or  mail 
this  coupon. 

RYDER,  SHOW  ME  YOU  CAN 
REDUCE  MY  TRUCKING  COSTS, 
NO  IFS,  ANDS  OR  BUTS  ABOUT  IT 


Company  Name 


Type  of  Business 


City/Stale/Zip 


Phone 


re 


Mail  to  Ryder  Truck  Rental,  Inc. 
Harmon  Hoffmann,  President 
PO  Box  520816 
Miami,  Florida  33152 


RYDER  TRUCK  LEASING  AND  RENTING 


A  Service  of  Ryder  System 


At  Kidder,  Peabody, 
second  opinions 

are  second  nature. 


Kidder,  Peabody 
thinks  twice. 


There's  a  cosmetics  stock  you've 
been  watching  for  some  time. 

You're  tempted  to  buy,  but  you 
don't  want  to  make  a  mistake. 

What  you  do  want  is  some 
solid  thinking  on  the  subject.  So 
you  call  your  stockbroker.  If  you 
do  business  with  Kidder,  Peabody, 
you're  in  business.  Because 
Kidder  Peabody  provides  not 
one,  but  two  layers  of  thinking. 

First,  from  your  broker,  a 
seasoned  professional  like  Greg 
Wilbur.  Wilbur  has  more  than  20 


years  of  investment  experience 
under  his  belt. 

Then,  an  industry  opinion  is 
available  to  your  broker  from 
Kidder,  Peabody  research.  An 
analyst  like  Marie  deLucia,  for 
example,  can  share  her  knowl- 
edge directly,  quickly  with  any  of 
our  brokers  anywhere.  Mane  has 
been  cited  often  as  a  leading 
authority  in  the  cosmetics  field. 

That's  Kidder,  Peabody.  Since 
1865.  we've  carefully  structured 
our  company  to  give  our  people 


the  time— and  the  encourage- 
ment—to  think  and  re-think  your 
investment  needs. 

There  may  be  another  way  to 
do  business.  But  we  think  you'll 
think  this  is  the  best  way. 


H  Kidder,  Peabody 
|  l&Co. 


INCORPORATED 
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Soft-Joys  bring  you  30  ways 
to  have  it  soft  on  the  golf  course. 


For  free  mini-catalog 
write  Foot-Joy,  Dept.  ]4, 
Brockton,' MA  02403. 


In  our  new  Foot-Joy  mini-catalog 
featuring  249  styles,  you'll 
see  30  smart  styles  of  Soft-Joys 
and  "Super"  Soft-Joys  for  men 
and  women.  Crafted  of  ultra  soft 
washable  leather  on  a  very  light 
weight  crepe  sole,  they  are  the 
ultimate  in  resilient  comfort. 

root  Joy 
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There  may  never 
again  be  a 
residential  building 
built  like  this 
in  New  York. 


Rising  directly  over  The  Museum  of  Modem 
Art,  just  off  Fifth  Avenue,  a  Museum  Tower 
condominium  is  a  purchase  opportunity  of 
prime  New  York  real  estate. 

1  bedroom  1189  sq.ft.  from  $409,750. 

2  bedroom  1917  sq.ft.  from  $610,000. 


Douglas  Elliman-Gibbons  &  Ives,  Inc. 

Selling  and  Managing  Agent 
By  appointment — daily  &  weekends 
Brokers  recognized 
(212)307-0200    Telex  237867 

A  development  of 

The  Charles  H.  Shaw  Company  and 

The  DeMatteis  Organizations. 


The  complete  offering  terms  are  in  an  offering  plan 
available  from  sponsor.  CD-81-071 


Museum  Tower 

15  West  53  Street 
New  York,  NY  10019 
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NCE 
upon  a  time, 
on  a  great  mountain 
overlooking  a  meadow, 
lived  a  community  of  indus- 
trious and  happy  creatures. 
Together  they  enjoyed  the 
many  benefits  of  their 
mountainside  existence 
and  they  all  agreed  that  life 
was  good  indeed . 

One  reason  for  their 
sense  of  well  being  was  the 
eagle  who  lived  atop  the 
mountains  highest  peak. 
He,  too,  was  a  part  of  the 
mountain  community  and 
it  was  his  particular  job  to 
protect  the  mountains 
inhabitants  from  its  many 


m 


dangers.  And  the  eagle 
was  very  good  at  his 
job.  His  keen 
eyesight  and  long 
experience  had 
taught  him  to  be 
intimately 
familiar  with  the 
slightest  signs  of 
mountain  danger. 
And  with  his  strong 
wings  he  could  regularly 
circle  the  entire  mountain 
in  minutes,  and  swoop  down 
instantly  with  powerful  claws 
whenever  his  help  was 
needed. 

THEN,  one  year  the  weather 
on  the  mountain  began  to 
turn  unusually  bad.  Hard 
times  beset  all  of  the 
mountain's  creaUires.  Food 
became  scarce,  surplus 
supplies  disappeared.  And  at 
the  same  time,  new  dangers 
began  to  appear,  upsetting 
the  mountain  community  a 
great  deal.  But  the  eagle  did 
not  despair.  He  simply 
adapted  to  the  new  dangers 
and  continued  to  protect  all 
the  mountain's  inhabitants 
with  great  devotion  and 
success. 

Meanwhile,  down  in  the 
meadow  the  times  were 
turning  equally  bad.  And  the 
lion,  who  protected  life  in 
the  meadow  (just  as  the  eagle 
protected  it  on  the  moun- 
tain), became  more  and  more 
concerned  with  his  dwindling 
fortunes.  So  he  decided  to 


expand  his  domain  andl 
forage  up  into  the  mour 
where  he  thought  new 
opportunities  awaited  h 
even  though  he  was  unj 
iliar  with  the  mountain 
terrain. 

The  lion  approache 
inhabitants  of  the  mouii 
and  offered  to  be  their  rl 
protector.  In  fact,  he  sail 
could  do  the  job  better 
because  he  was  bigger  t| 
the  eagle.  He  even  offei 
protect  them  for  far  less 
reward.  And  he  would  c 
show  the  mountain  crea 
how  they  could  protect  t 
selves,  and  save  even  mi 

Some  of  the  mounts 
inhabitants  talked  it  ove 
decided  to  accept  the  lie 
offer.  But  others  felt  moi 
comfortable  with  their  c 
friend  the  eagle,  and  chc 
remain  under  his  protec 

THINGS  went  along  we 
until  one  day  more  and 
dangers  began  to  surface 
around  the  mountain.  1 
lion  did  his  best  to  keep 
with  these  unfamiliar 
problems,  but  since  he  1 
to  physically  run  from  o: 
to  the  next,  parts  of  the  i 
tainside  were  always  left 
posed  to  new  dangers.  / 
since  he  was  not  familia 
with  the  unique  nature  i 
mountain-type  dangers 
gravely  miscalculated  se 
eral  serious  situations.  / 
unfortunately,  even  witl 


nd  die  Lion, 


r 


E  FOR  OUR  TIME. 


rash  course  in  self- 
don,  many  of  the 
res  found  they  were 
;ected  when  the 
fa  actually  arose, 
r  the  creatures  who 
the  lion  as  their  pro- 
die  times  went  from 
worse.  Before  long 
he  lion  realized  he  had 
estimated  the  nature 
>  on  the  mountain, 
'hen  conditions  im- 
1  in  the  meadow,  he 
/  and  quickly  returned 
latural  habitat,  leaving 
untain  clients  high, 
ifortunately  in  some 
dry. 
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ALL  the  while,  the  eagle 
continued  to  watch 
over  the  mountain, 
and  indeed  he 
developed  many 
effective  new 
maneuvers  to 
cope  with  the 
mountains  new 
dangers  whenever 
they  arose.  And  in  the 
final  analysis,  all  agreed  that 
his  unique  expertise, 
experience,  adaptability  and 
dedication  proved  to  be  the 
best  policy  of  all  for  the 
mountain  and  its  creatures. 

Not  only  in  good  times, 
but  in  bad  as  well. 


and  are  providing  false 
economy  in  the  long  run. 

For  this  reason,  we  have 
decided  to  introduce  a  series 
of  messages  addressing 
specific  pitfalls,  as  well  as 
opportunities,  in  today's 
business  insurance  environ- 
ment. We  hope  these  messages 
will  prove  informative  and 
profitable  to  corporate  and 
professional  insurance 
decision-makers.  As  well  as 
to  our  colleagues  in  the 
casualty  industry  and  to  you, 
the  insured. 


Shand,  Morahan 
&  Company,  Inc. 


One  American  Plaza,  Evanston  1L  60201 
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Sales  down?  Gear  up 

A  year  ago  Stuart  Northrop,  chairman 
of  Huffy  Corp.,  the  bicycle  maker, 
was  pedaling  out  of  a  three-month 
slump  that  saw  unit  sales  drop  15% 
and  dollar  volume  10%  from  1980 
(Forbes,  Apr.  27,  1981).  Northrop, 
however,  was  unfazed,  a  proper  atti- 
tude for  a  man  in  one  of  the  few 
American  manufacturing  industries 
that  had  not  only  met  but  mastered 
foreign  competition.  In  1972  import- 
ed bikes  owned  37%  of  the  U.S.  mar- 
ket; by  the  end  of  the  1970s  they  had 
16%.  The  U.S.,  Northrop  could  say, 
had  become  "the  world's  low-cost 
source  of  bikes  for  the  American  mar- 
ket," and  Huffy  had  ridden  from  a 
23%  share  of  market  in  1975  to  35% 
in  1980  and  40%  in  1981. 

This  year  Huffy  found  the  hills  a  bit 
steeper.  In  December  it  began  crank- 
ing up  for  the  traditional  spring  surge 
in  bicycles,  even  though  mass  retail- 
ers were  cutting  back  on  orders.  The 
result  was  a  big  bulge  in  unsold  inven- 
tory, quarterly  earnings  that  Northrop 
admits  will  be  "significantly  lower," 
indefinite  layoffs  for  about  300  of  the 
Dayton  firm's  3,000  employees,  and 
$20  rebates  to  bike  buyers.  The  reces- 
sion gets  part  of  the  blame;  more  goes 
to  spring  weather  that  left  bike  racks 
buried  in  snow  at  Eastertide. 

But  Huffy  isn't  coasting.  While 
working  off  those  top-heavy  inven- 
tories, the  company  has  made  a  radi- 
cal change  in  its  marketing  strategy. 
Northrop  has  just  signed  a  ten-year 
deal  to  import  and  eventually  to  man- 
ufacture Britain's  Raleigh  bicycles, 
top-price  items  that  Huffy  has  never 
before  bothered  with.  Raleighs  also 
sell  exclusively  in  bicycle  shops,  a 
route  that  Huffy  has  avoided  in  favor 
of  mass-market  and  private-label  sell- 
ers like  K  mart,  J.C.  Penney  and  Cal- 
dor,  which  claim  75%  of  the  bicycle 
market  in  unit  sales. 

The  move  makes  sense.  During  the 
1979  slump,  high-priced  bikes,  like 
big-ticket  cars,  kept  rolling  while 
low-tagged  items  went  into  a  skid. 
"Huffy  makes  Oldsmobiles,  Chevro- 
lets  and  Fords,"  Northrop  said  then. 
"We  have  no  Ferraris."  Now  it  has. 

The  deal  with  T.I.  Raleigh  of  Not- 
tingham (which  is  leaving  the  U.S.  to 
focus  on  its  European  markets)  gives 
Huffy  an  open  lane  into  the  bicycle 
shops,  where  Raleigh  ranks  number 
two,  selling  about  200,000  units  a 
year.  (Schwinn,  number  one,  sells 
about  860,000.)  Initially,  Northrop 
says,  Huffy  will  handle  a  couple  of 


Raleigh's  lower-priced  bikes.  The 
more  expensive  lightweights,  he  says, 
will  come  but  "not  right  away,"  and 
he  has  no  plans  for  the  top  of  the  line, 
where  prices  range  up  to  $2,000. 

And  will  Huffy's  mass-market  cus- 
tomers get  to  handle  Raleighs?  "We 
can  do  nothing  in  1982,"  Northrop 
says,  "and  for  1983  and  1984  we  hon- 
estly don't  know."  But  the  door  looks 
open.  Huffy's  present  customers,  the 
chairman  says,  "have  complimented 
us  on  the  move  and  say  they  are  inter- 
ested in  participating." 

Man  in  motion 

"See  me  in  a  year  and  a  half,"  Fletcher 
Byrom,  the  nonstop  chairman  and 
chief  executive  of  Koppers  Co.,  told 
Forbes  just  18  months  ago  (Nov.  10, 
1980).  "I'll  know  whether  my  deci- 
sion to  pour  money  into  our  basic 
businesses  makes  sense  in  a  year  and 
a  half.  The  earnings  had  better  grow. 
Otherwise  I'll  have  been  dead  wrong." 

Byrom  was  wrong,  and  when  that 
year  and  a  half  was  up  last  month  he 
had  retired  from  Koppers  and  turned 
over  command  to  his  handpicked  and 
personally  trained  successor,  retain- 
ing only  a  post  as  a  board  member  of 
the  $2  billion  Pittsburgh  manufactur- 
er. The  two  happenings,  however, 
were  not  cause  and  effect.  "First  we 
have  to  have  some  strong  markets 
again,"  he  had  cautioned  in  1980. 
Koppers'  customers — steelmakers, 
auto  manufacturers,  utilities,  heavy 
construction — were  in  terrible  shape. 


Fletcher  Byrom 

Retired,  but  still  on  the  run. 
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Byrom's  expectations  weren't  met, 
but  he  still  kept  Koppers'  sales  and 
operating  profits  at  least  steady — $1.9 
billion  sales  in  1980,  $2  billion  in 
1981;  $97  million  in  1980  profits, 
$98.9  million  last  year. 

"Obviously,"  Byrom  says,  "my  an- 
ticipations of  what  would  happen 
were  premature.  But  I  have  exactly 
the  same  degree  of  confidence  that 
when  the  economy  straightens  out 
Koppers  will  prosper."  As  for  quitting 
at  63,  a  year  before  mandatory  retire- 
ment, he  admits  that  last  year's  per- 
formance accelerated  his  decision. 
But,  he  adds,  "We  provided  for  the 
transition.  I  always  said  that  when  my 
absence  can't  be  detected,  I'll  leave." 

Byrom's  absences  had,  in  fact,  been 
causing  some  uneasiness  around  the 
boardroom,  particularly  as  return  on 
equity,  after  a  spectacular  rise,  began 
to  subside  (15.8%  in  1979,  it  was 
7.2%  last  year).  A  man  of  protean  in- 
terests, he  was  spending  much  of  his 
time  as  chairman  of  the  Committee 
for  Economic  Development,  the  busi- 
ness study  group,  as  a  lecturer  preach- 
ing the  doctrines  of  free  enterprise  and 
capitalism,  and  running  seminars  for 
Koppers'  middle  management. 

Byrom's  successor,  Charles  Pullin,  a 
58-year-old  engineer  who  has  been 
with  Koppers  for  28  years,  won't  be 
chained  to  his  desk  either.  "I've  stuck 
close  to  headquarters  for  the  last  year, " 
he  says,  but  he  plans  to  spend  a  third  of 
his  time  in  the  future  touring  his  oper- 
ations. "I  have  trouble  visualizing  it 
unless  I  see  it."  He  agrees  with  his 
predecessor  that  Koppers'  problems 
stem  from  sky-high  rates  weighing 
down  his  "interest-sensitive"  custom- 
ers. Byrom,  in  fact,  thinks  the  reces- 
sion is  over  but  that  $85  billion  will 
have  to  be  wrung  out  of  the  projected 
1983  national  deficit  "to  provide  the 
kind  of  growth  the  economy  needs." 

Leaving  his  tailor-made  desk  at 
Koppers  doesn't  mean  that  Byrom 
plans  to  relax.  After  the  stockholders' 
meeting  where  he  announced  his  June 
1  retirement,  he  was  off  to  the  Baha- 
mas— not  for  sun  and  sea  but  for  a 
special  Latin  American  meeting 
staged  by  the  Conference  Board  (of 
which  he  is  a  former  chairman).  The 
CED  wants  him  for  a  third  two-year 
term  as  its  chairman.  He  also  plans 
"some  teaching"  and  "some  writing." 
He  is  head  of  AT  International,  a  non- 
profit organization  set  up  to  promote 
technology  exchanges  and  is  sifting  a 
sheaf  of  proposals  he  has  from  on- 
ward-and-upward  groups  that  want 
him  as  head  man.  "The  last  thing  I 
expect,"  Byrom  says,  "is  not  to  know 
what  to  do  with  my  time." 
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loads  while  monitoring  temperatures  to  maintain  desired  con- 
ditions. Included  are  such  cost-saving  controls  as  schedul- 
ing, electrical  demand  limiting,  duty  cycling,  and  optimized 
start  and  stop  times.  All  programmed  on  the  easy-to-use 
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Readers  Say 


Shakeout  coming 

Sir:  I  welcome  the  shakeout  in  tax 
shelter  sales  which  you  predicted  in 
"Should  you  take  shelter?"  (Apr.  26). 

Some  of  the  flaky  promoters  in  this 
industry  are  not  going  to  sell  their 
products,  and  some  investors,  who 
don't  belong  in  tax  shelters  in  the  first 
place,  will  be  out  of  the  market. 

The  tax  shelter  market  has  become 
overheated  partly  because  the  major 
stockbrokers  found  tax  shelters  easier 
to  sell  than  stocks  and  bonds.  Also 
investor  demand  has  been  excessive 
because  taxes  have  been  excessive. 
Besides,  tax  shelters  are  great  cocktail 
party  conversation. 
— Arnold  G.  Rudqff 
Editor, 

Limited  Partners  Letter 

and  The  Tax  Shelter  Directory 
Menlo  Park,  Calif. 


Houses  are  investments 

Sir:  "Do  you  sincerely  ..."  (Mar.  29) 
believe  housing  is  "consumption"? 
Have  you  ever  met  a  homeowner  who 
was  a  communist?  Homes  are  capital 
assets  which  produce  income  (albeit 
unaccounted).  The  management  is  on 
the  whole  excellent  and  always  acts  in 
the  best  interest  of  equity.  The  house- 
holder keeps  his  capital  close  to  home. 
— Murro  Van  Meter 
North  FalmoUih,  Mass. 


Hearing  what  he  says 

Sir:  Thanks  to  you  for  listening 
("Many  Are  Urging  Withdrawal  Of 
U.S.  NATO  Forces,"  Apr.  26).  I  kept 
telling  Congress  but  nobody  listened. 

— Robert  Komer 

Former  Under  Secretary  of  Defense, 
Washington,  D  C. 


TV  trials 

Sir:  Where  did  print  journalists  ac- 
quire the  sole  right  to  cover  public 
court  sessions?  ("Trials  On  TV?"  Fact 
and  Comment,  Apr.  12.)  In  Wisconsin, 
judges  set  fairly  stringent  guidelines 
for  television  journalists.  Cameras 
aren't  allowed  to  be  "constantly  scan- 
ning jurors'  faces."  Minors  involved 
cannot  be  shown.  Prosecutors  and  de- 
fense attorneys  will  continue  their 
histrionics  whether  or  not  cameras 
are  there. 

A  very  large  percentage  of  our  popu- 


lation receives  all  their  news  through 
television.  Wc  should  be  allowed  to 
cover  the  same  public  proceedings  our 
print  colleagues  are  invited  to. 

— Andrei/1  R  Field 
News  Reporter/Producer. 
WLUK-TV 
Green  Bay,  Wis. 


Real  villains 

Sir:  The  only  culprits  in  recent  premi- 
um buyoff  situations  ("In  defense  of 
sharks,"  Mar.  15)  are  not  the  likes  of 
Messrs.  Bluhdorn,  Icahn,  Posner  and 
Steinberg,  but  are  corporate  managers 
who  spend  funds  in  this  fashion. 

If  the  threat  of  actual  takeover  is  not 
credible,  the  buyoff  is  illogical.  If  the 
threat  is  credible,  the  managers'  pro- 
test that  the  market  has  been  "ineffi- 
cient in  its  pricing"  sounds  too  much 
like  a  "where  will  I  find  another  job?" 
—Richard  A.  Fair  II 
Ithaca,  NY. 


Not  interested 

Sir:  Your  Apr.  26  article  implies  that 
Diamond  Shamrock  is  "courting"  po- 
tential buyers  for  the  corporation. 
That    implication    is    untrue.  Mr. 
Bricker  clearly  stated  that  he  fully 
expects  the  company  to  continue  to 
operate  as  an  independent  corpora- 
tion. As  a  matter  of  record,  Diamond 
Shamrock  is  not  interested  in  selling. 
— Paul  A.  Hesse 
Director  of  Communications, 
Diamond  Shamrock 
Dallas,  Tex. 


Graphic  photo 

Sir:  Reprinting  the  National  Geograph- 
ic photo  of  changing  the  guards  at  the 
Monument  to  the  Victims  of  Fascism 
and  Militarism  in  East  Berlin  was  a 
fine  choice  (Fact  and  Comment,  Mar.  1). 
Visiting  Berlin  last  4th  of  July,  we 
watched  the  scene  in  the  photo  our- 
selves, astonished  that  a  memorial  in- 
tended to  oppose  militarism  and  fas- 
cism could  display  the  most  militaris- 
tic change  of  guard  anywhere.  Quietly 
poignant  was  the  parade  of  East  Euro- 
pean tourists,  especially  the  Czecho- 
slovaks. 

Ten  years  ago  in  Moscow,  we  ob- 
served many  Czech  tourist  groups, 
dressed  in  sharp-looking  clothes,  and 
stepping  briskly  with  an  air  of  person- 
ality and  presence.  Ten  years  later, 


these  people  looked  shabbily  dressed, 
slouched,  disinterested.  As  corrobo- 
rated by  friends  who  travel  there,  the 
Czechs,  all  incentives  removed,  just 
don't  give  a  damn  anymore. 

In  a  bad  joke  Soviets  tell  on  them- 
selves, "If  the  Soviet  Union  took  over 
the  Sahara  tomorrow,  in  two  weeks 
there  would  be  a  shortage  of  sand." 
— Daniel  K.  Ma/one 
Colonel,  U.S.  Army, 
U.S.  NATO 
A1>0  New  York 


Copped  a  good  review 

Sir:  I'm  higher  than  your  balloon 
thanks  to  your  review  of  my  book, 

Street  Cops  (Fact  and  Comment,  Mar.  29). 
I  just  got  back  from  Amsterdam — 
having  a  show  of  60  of  the  cop  prints. 

— -Jill  Freedman 
New  York,  N.Y. 


Slow-moving  FTC 

Sir:  Re  the  story  on  Miles  Labs'  diffi- 
culties, thanks  to  the  Food  &.  Drug 
Administration,  in  casting  off  one  of 
its  businesses  (Apr.  26).  How  can  the 
FTC  claim  to  be  understaffed  if  it  has 
time  for  this  kind  of  monkey  business? 
The  withdrawal  of  the  case  against  the 
major  cereal  makers  was  indicated  for  a 
long  time.  What  took  them  so  long? 
And  at  what  cost  to  the  public? 
—FredL  Willis 
Woodstock,  Vt. 


Those  decimals 

Sir:   Unfortunately,   for  owners  of 
18,000  shares  of  Price  Club  stock  (Apr. 
26),  their  investment  is  worth  only 
$0.25  million  and  not  $2.5  million. 
— Will  Champ/ in 
Bradford,  Penna. 


Advance  tax  cuts 

Sir:  Contrary  to  your  assertion  (Side 
Lines.  Apr.  26),  Reagan's  tax  cuts  have 
happened — at  least  in  our  house.  After 
completing  my  1040  for  1981,  I  told 
my  spouse  that  given  the  same  income 
and  deductions  for  1982,  our  tax  bill 
could  be  about  three  grand  less.  A  poor 
admission,  as  it  turned  out,  since  by 
now  she  has  most  of  it  spent. 
— B.F  Smith 
Battle  Creek.  Mich. 
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When  it  comes  to  great  taste, 
everyone  draws  the  same  conclusion. 


9        8  '7 


OR. 


HMEDPLE 

HO  ACTUALLY 
ELIEYE  A  CAR'S 
PRICE  SHOULD 
BEAR  SOME 


TO  ITS  WORTH. 


There  are,  fortu- 
nately, still  some  people 
in  the  world  who  can 
discern  the  difference  b« 
tween  a  car  that's  worth 
the  money  and  one  tha 
outrageously  overpncec 

If  you're  one  of 
them,  youll  appreciate 
the  Volvo  GL. 

It's  an  automobile 
that  not  only  exhibits 
extraordinary  work- 
manship and  care  of 
construction.  It  abound 
in  the  refinements  you'd 
expect  in  a  fine  prestige 
car.  air  conditioning,  su 
roof,  power  windows, 
orthopedically-designec 
front  bucket  seats,  and ; 
driver's  seat  that  auto- 
ma  tically  heats  up  wher 
the  temperature  falls  be- 
low 57°  (All  of  these 
things,  incidentally,  are 
standard.) 

In  one  place,  and 
one  place  only,  does  the 
Volvo  GL  fall  short  of 
other  select  imported 
luxury  cars.  In  pnce. 

Which  simply 
means  it's  now  possible 
for  you  to  purchase  a  fin 
European  luxury  sedan 

Without  being  taker 
for  a  ride. 

VOLVO 
A  car  vou  can  believe  ir 


BRORS  OPTIONAL 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


TRIGGERING  RECOVERY  TAKES  ONLY  A  LITTLE  SQUEEZE 


This  recession  is  threatening  to  get  out  of  hand. 

Our  dangerously  widening  economic  downer  can  and 
will  begin  to  change  direction  almost  from  the  moment 
agreement  is  reached  on  a  federal  budget  with  a  deficit 
under  $90  billion  instead  of  upwards  of  $180  billion. 

The  time  is  up  for  those  holding  fast  to  preferences  and 
prejudices.  To  get  agreement,  everybody  gets  squeezed 
some,  but  the  required  sum  is  not  hard  to  come  by: 

•  Accept  either  the  talked  about  surtax  or  a  postpone- 
ment of  the  scheduled  third  tax  cut. 

•  Cut  significantly  Cap  Weinberger's  caper,  the  Defense 
Extravaganza  Follies. 

•  Cease  instantly  the  Social  Security  increases  that  are 
exceeding  and  have  so  far  exceeded  the  actual  cost-of- 
living  increases  before  this  vital  breadbasket  is  empty. 

•  Slap  that  $10-a-barrel  tax  on  imported  oil.  So  it  may  be 


"unfair"  to  some  oil  companies?  So  let  'em  dig  more  on 
U.S.  turf  and  reprime  the  spending  pump  on  alternative 
energy  sources,  such  as  coal  and  shale.  Meanwhile,  the 
additional  Sbillions  of  revenue  produced  will  do  much  to 
lift  the  specter  of  a  deficit  of  unfathomable  proportions. 

It's  time  for  Tip  O'Neill  and  Co.  to  cooperate  while 
there's  still  time  to  turn  recession  into  recovery.  Tip  can 
take  political  comfort  from  the  fact  that  recession's  rav- 
ages won't  be  healed  enough  to  help  marginal  Republicans 
on  Election  Day  26  weeks  from  now. 

All  it  takes  to  turn  recession  around  is  for  the  President 
and  Speaker  O'Neill  to  agree  to  cease  their  political  slug- 
fest.  Both  will  gain  by  unleashing  recovery  through  bi- 
partisan budget  agreement. 

That  the  President  and  Tip  are  in  a  shoot-out  instead  of  a 
talk-out  is  bad  news. 


THAT  THE  U.S.  COULD  DO  A  FALKLANDS  BALANCING  ACT 


very  long  was  absurd.  Haig  deserves  and  will  get  just 
plaudits  for  efforts  at  peace,  for  efforts  to  get  the  Argen- 
tines off  the  islands  as  per  the  U.N.  resolution,  pending  a 
final  sovereignty  solution. 

But  with  the  chips  down,  of  course  the  U.S.  had  to 
oppose  Argentine  aggression.  To  think  that  Argentina's 
military  government  will  join  us  to  contain  Communism 
in  the  Americas,  while  Russia  is  their  biggest  customer  for 
their  wheat  and  meat,  is  to  dream. 

To  think  that  the  U.S.,  when  the  shells  started  flying, 
would  be  "impartial"  concerning  our  oldest,  most  reliable 


and  most  principled  ally,  Great  Britain,  was  unthinkable. 
Rightly,  Mrs.  Thatcher  and  her  countrymen  are  being 
unstintingly  supported  by  their  Common  Market  col- 
leagues, as  well  as  by  the  U.N.,  in  her  determined  effort  to 
cope  with  adventurous  aggression  by  the  unstable  govern- 
ment of  a  country  that  has  historically  given  the  U.S. 
nothing  but  the  back  of  its  hand. 

The  fact  that  our  chief  delegate  to  the  U.N.,  feane 
Kirkpatrick,  sat  down  to  dinner  to  receive  homage  from 
the  Argentine  government  a  full  day  after  their  Falklands 
attack  gave  all  Americans  severe  indigestion. 
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OUR  TV'S  THE  WORST  IN  THE  WORLD 


and  I  don't  refer  to  program  content. 

It's  the  quality,  literally,  of  the  TV  picture  projected. 
Our  pictures  contain  525  lines.  In  Europe  it's  625  and  819 
lines,  and  the  result  is  infinitely  more  clear,  colorful, 
better  television  pictures.  It's  the  penalty  we  paid,  and  are 
paying,  for  our  swiftness  m  developing  a  huge  market 
with  an  earlier  state  of  the  art.  The  incompatibility  also 


makes  the  playmg  of  European  tapes  on  our  sets,  and  vice 
versa,  impossible. 

Is  there  no  affordable,  feasible  way  to  adapt  our  industry 
to  Europe's  much  higher  standards- 
Is  there  any  way  we  could  ease  into  a  single  worldwide 
video  standard  with  new  sets,  and  develop  adapters  avail- 
able for  old  sets? 


FIRST  LADIES  ARE  ALWAYS  IN  THE  FRONT  LINE 


In  war,  front-line  infantrymen  have  at  least  a 
foxhole  to  hole  up  in.  But  First  Ladies,  sur- 
rounded and  shot  at  from  every  side,  have  no 
place  to  hide.  Remember  those  who  criticized 
poor  Bess  Truman  for  spending  a  bit  of  time  in 
the  White  House  kitchen  and  for  her  bndge- 
kaffeeklatsching  with  a  few  old  friends? 

That  Nancy  Reagan  is  catching  it  a  bit  more 
than  many  of  her  predecessors  is  really  a  tnbute — though 
one  I'm  sure  she  would  gladly  do  without — to  her  effec- 
tiveness in  the  role. 

For  bringing  back  grace,  warmth  and  tone  to  the  White 
House,  she  gets  raked  over  by  those  withered  souls  who 
grimaced  approval  of  the  dry  (literally),  dull  Carter  "enter- 
taining," and  who  thought  Jimmy's  carrying  his  own  suit 
bag  to  and  from  Air  Force  One  was  quite  suitable  for  the 
President  of  the  U.S.A. 

Because  she  looks  trim,  dresses  smartly  and  seems  to 


enjoy  the  performing  arts  (including  good 
foodl,  Mrs.  Reagan  gets  criticized.  On  the  other 
hand,  when  she  pours  heart  and  time  into  the 
problem  of  drugs  and  youth,  she  gets  attacked 
by  the  same  slick  cynics  for  a  put-on. 

Jean  Kennedy  Smith,  JFK's  sister,  summed  it 
up  quite  neatly  in  W:  "What's  this  hair-shirt 
business?  There  are  poor  people.  We  all  deplore 
it  and  are  trying  to  do  what  we  can  about  it.  But  wearing  an 
ugly,  cheap  dress  that  isn't  made  well  or  entertaining  badly 
at  the  White  House  isn't  any  solution  to  that." 

Even  the  fact  that  Nancy  Reagan  and  her  husband  are 
so  obviously  m  love  and  totally  supportive  of  each  other 
irks  the  less  blessed.  All  those  slings  and  arrows  have  to 
hurt,  but  let's  hope  this  attractive,  caring  and  alive  lady 
doesn't  change. 

In  addition  to  being  for  real,  she 's  also  a  good  image  for  her 
country  and  her  countrymen — er — countrypersons. 


BOOKS 


The  Press  Lord— by  James  Brady 
(Delacorte  Press,  S14.95).  No  writer- 
journalist-commentator  comes  even 
close  to  Jim  Brady  in  covermg  the 
spectrum  and  spectacle  of  today's 
scene.  Who  else  could  be  so  prolific, 
yet  so  profligate  with  scoops  about 
politics,  society,  business,  the  shak- 
ers and  the  shaken?  This  former  edi- 
tor of  New  York,  former  publisher  of  Women's  Wear 
Daily,  syndicated  columnist  and  regular  TV  commentator, 
writes  an  irresistibly  pertment  novel  about  a  man  who 
adds  a  New  York  daily  to  his  newspaper  empire.  Brady's  a 
one-man  conglomerate  of  the  old-time  columning  greats — 
Damon  Runyon,  Walter  Wmchell,  O.O.  Mclntyre,  Red 
Smith,  Heywood  Broun,  H.L.  Mencken. 

Excerpt:  If  you  want  to  understand  [the  Press  Lord],  go  to 
the  races  with  him  one  afternoon.  He  backs  every  horse  in 
the  race.  Of  course  he  loses  money.  But  he  has  the  winner. 

Every  time! 


Making  It  Through  Middle  Age- 
Notes  While  in  Transit — by  William 
Attwood  (Atheneum,  S12.95) — is  a 
memoir-able  delight  for  the  greatly 
growing  number  of  us  who  now 
know  middle  age  is  two  or  three 
decades  later  than  we  thought  two 
or  three  decades  ago.  For  those  of  us 
at  this  transit  point  and  those  who 
plan  to  be  there,  this  is  the  guide  for  coping  and  enjoying. 

Excerpts:  Sex  is  like  golf  in  these  years,  and  the  pleasure  is 
certainly  intense  though  distressingly  short-lived.  .  .  . 
"Do  you  want  to  exchange  ten  minutes  of  rapture  for  a 
lifetime  of  regret!"  was  the  classic  crescendo  of  the  old- 
time  United  States  Army  venereal  disease  lecture. 
"Sir,"  was  the  legendary  first  question,  "how  do  you 
make  it  last  ten  minutes!". .  .  The  knowledge  that  you 
are  no  longer  regarded  as  a  contemporary  by  people 
with  whom  you  feel  contemporary  is  one  of  the  first 
indications  that  you  have  crossed  over  to  that  graying 
area  where  most  advertisers  begin  losing  mterest  in 
your  demographic  profile. 
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WHEN  THE  ESTT  ADVERTISING 

it  brought  back  a  vivid  and  fond  memory  of  a  happy 
happening  for  Forbes  49  years  ago  at  Esty's  founding.  Wes 
Combs,  a  good  friend  of  our  family's,  was  one  of  Bill  Esty's 
handful  who  brought  the  agency  into  being  in  those  dark 
Depression  days  of  1933. 

I  remember  so  clearly  when  Wes  and  his  vibrant  wife, 
Edith,  came  to  dinner  just  after  the  agency  had  landed  the 
R.J.  Reynolds  account — which  it  has  handled  ever  since. 
The  account  was  won  with  a  campaign  built  around  the 
theme  "It's  fun  to  be  fooled  but  it's  more  fun  to  know."  It 
was  illustrated  with  acts  of  magic  and  related  the  knowing 
to  fine  tobaccos,  i.e.,  Camels.  It  was  a  great  campaign — and 
those  ads  looked  even  greater  on  the  back  cover  of  the  lean 
1930s  issues  of  Forbes. 


AGENCY  MERGED  INTO  BATES 

The  next  major  account  I  remember  Esty  landing  was 
the  chewing  gum  laxative,  Feen-a-mint.  One  of  its  big 
media  buys  was  the  Major  Bowes'  Original  Amateur 
Hour,  among  the  most  widely  listened  to  radio  programs  of 
that  era.  Thanks  to  Wes  Combs,  at  one  time  my  brothers 
and  I  had  the  excitement  of  sitting  in  the  sponsor's  booth 
to  watch  the  show.  Everything  was  "live"  in  those  days. 
While  the  show  was  under  way,  the  panicked  producer 
rushed  in  and  said:  "Mr.  Combs,  the  contestant  immedi- 
ately following  the  Feen-a-mint  commercial  is  named 
Lipschitz.  What  can  we  do?"  Said  our  unflappable  friend 
Wes:  "No  problem.  Just  pronounce  it  'Lipshultz.'  " 

William  Esty  Co.  may  now  be  a  part  of  Bates,  but  its 
beginnings  will  always  be  a  part  of  memories  around  here. 


IT  TAKES  A  GENERATION  TO  RAISE  GRANDPARENTS 


The  toughest  thing  one's  children  have  to  do  is  "raise" 
their  parents. 

By  the  time  mothers  and  fathers  come  to  realize  their 
children  will  survive  despite,  rather  than  as  a  result  of,  the 
best  of  parental  intentions  (be  they  of  the  carrot  or  the 
stick  variety),  sons  and  daughters  are  off  to  schools,  jobs, 


marriage  and  other  frayings  of  the  umbilical  cord. 

By  the  time  we're  mellowed  enough,  enlightened 
enough  to  be  proper  parents,  our  kids'  kids  get  to  enjoy  the 
benefits.  When  you  come  to  think  of  it,  raising  proper 
grandparents  is  a  selfless  undertaking  by  our  kids  for  the 
benefit  of  their  kids. 


ATTENTION  IS  TO  PEOPLE 

what  fertilizer  is  to  flowers. 


PEOPLE  WHO  MATTER 

are  most  aware  that  everyone  else  does  too. 


CART  BEFORE  THE  HORSE 


By  M.S.  Forbes  Jr. 


The  fireworks  over  the  budget  bat- 
tle obscure  the  fundamental  point. 
Our  deficit  problems  will  persist 
and  the  economy  will  stay  sick  un- 
less we  grapple  with  the  crisis  in 
monetary  policy. 

Administration  budget  critics  ar- 
gue that  the  projections  of  enor- 
mous deficits  in  the  years  ahead 
make  a  meaningful  fall  in  interest 
rates  and  a  consequent  vibrant  eco- 
nomic recovery  impossible.  The 
government,  they  say,  would  soak 
up  all  available  capital,  thereby 
crowding  out  the  private  sector. 
This,  in  turn,  would  put  enormous 
pressure  on  the  Federal  Reserve  to 
monetize  some  of  these  budgetary 
shortfalls,  putting  us  again  on  the 
inflationary  merry-go-round. 

That  scary  scenario  is  valid  only  if 
interest  rates  stay  high,  and  the 
economy  continues  to  fall. 

The  fear  of  future  inflation  may 
account  for  sky-high  interest  rates 
on  long-term  money,  but  it  is  no 
explanation  for  why  short-term 
money  is  so  expensive.  We're  not 


about  to  get  an  inflation  explosion 
in  the  next  month  or  two. 

The  projections  of  rivers  of  red 
ink  in  1984  and  beyond  are  not 
worth  the  computer  printout  paper 
they're  printed  on.  These 
econometric  models  are  no  better 
than  the  validity  of  the  assumptions 
on  which  they're  based,  assump- 
tions that  have  higher  rates  of  infla- 
tion reducing  future  budget  deficits, 
assumptions  that  badly  underesti- 
mate the  stimulus  to  economic 
growth  that  comes  from  letting  peo- 
ple keep  a  little  more  of  each  extra 
dollar  they  earn. 

To  base  current  fiscal  and  mone- 
tary policy  on  such  flimsy,  far-out 
crystal-balling  would  be  absurd. 

What  is  the  immediate  key  to  re- 
ducing interest  rates? 

History  shows  time  and  again  that 
if  monetary  policy  is  in  disarray  fi- 
nancial markets  will  be  chaotic  and 
interest  rates  will  go  up  no  matter 
how  pristine  the  budget.  In  fiscal 
1969,  for  example,  we  had  a  slight 
budget  surplus  and  interest  rates  rose 
sharply.  In  fiscal  1974,  we  had  an 
almost  balanced  budget,  and  again 


interest  rates  rose  rapidly  and  the 
economy  plunged  into  a  recession. 
Obviously  a  sound  fiscal  policy  does 
not  mean  high  interest  rates,  but 
there  is  no  necessary  correlation. 

The  past  ten  years  have  also 
shown  that  there  is  not  a  connec- 
tion between  the  size  of  the  federal 
deficit  and  the  amount  of  money 
the  Federal  Reserve  decides  to  print. 

How  should  we  reform  monetary 
policy?  Along  the  lines  of  the  old 
Bretton  Woods  international  mone- 
tary system  of  the  1950s  and  1960s, 
which,  through  the  mechanism  of 
exchange  rates,  gave  the  Federal  Re- 
serve and  other  central  banks  a  reli- 
able warning  system  if  they  pur- 
sued unsound  monetary  policies. 
The  most  immediate  problem  for 
the  budget  and  the  economy  is  that 
the  Fed  has  no  such  reliable  com- 
pass today  for  determining  how 
much  money  it  should  print. 

Changing  monetary  policy  in  this 
way  would  sharply  cut  interest 
rates,  would  improve  the  economy 
and  thereby  improve  the  climate  for 
making  changes  in  such  sensitive 
areas  as  entitlements. 


FORBES,  MAY  24,  1982 


.'1 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Federal  Red  Ink 

The  deficit  gap  will  widen  from 
SI  19  billion  in  the  fiscal  year  1982  to 
$182  billion  in  1983,  $216  billion  in 
1984  and  $233  billion  in  1985.  Those 
deficits  add  up  to  $750  billion  for  the 
fiscal  years  1982  through  1985.  That 
represents  a  75%  rise  in  four  years 
over  the  $1  trillion  deficit  that  had 
accumulated  in  the  past  two  centu- 
ries of  United  States  history. 

— Leonard  Silk,  New  York  Times 

Polish  Lesson 

Poland  in  the  past  year  and  a  half 
has  taught  the  world  a  lesson  that  is 
both  stark  and  undeniable:  As  a 
means  of  organizing  an  economy  and 
providing  for  the  well-being  of  a  citi- 
zenry, Communism  is  a  failure.  The 
troubles  that  have  brought  the  proud, 
highly  civilized  and  immensely  ac- 
complished Poles  near  the  brink  of 
social  chaos  and  economic  collapse 
are  both  deeper  in  their  origins  and 
wider  in  their  ramifications  than  the 
many  problems  that  beset  the  indus- 
trialized democracies  of  the  West.  In 
Poland,  the  system  is  not  just  failing 
to  perform  properly — failure  is  built 
mto  the  system.  Communism  stifles 
the  best  while  rewarding,  or  at  least 
exploiting,  the  worst  in  human 
nature.  Imagination,  initiative  and 


man's  natural  inclination  to  improve 
his  own  lot  have  all  been  sacrificed  to 
the  abstract  and  deceptive  goal  of  a 
common  good  that  is  actually  neither 
common  nor  good. 

— Time,  Strobe  Talbott 


Are  We  That  Foolish? 

In  the  end,  military  experts  warn, 
what  may  prove  to  be  most  suscep- 
tible to  reductions  is  spending  for  am- 
munition, spare  parts,  supplies  and  all 
the  other  unglamorous  items  essen- 
tial to  maintain  the  combat  readiness 
of  U.S.  forces.  When  push  comes  to 
shove,  says  Representative  Les  Aspin 
(D-Wis.),  "it's  a  pretty  good  guess  that 
the  cuts  are  going  to  come  exactly 
where  they  shouldn't  be — readiness. 
This  is  the  way  it  has  always  been, 
and  it's  a  major  cause  of  weakness  in 
our  defenses." 

— U.S.  News  &)  World  Report 

Moving  Over,  Moving  On 

V/e  tend  to  think  that  birth  and 
reproduction  are  nature's  way  of  over- 
coming death,  whereas  it  may  be  that 
death  is  nature's  way  of  giving  free 
rein  to  the  creative  opportunities  of- 
fered by  birth.  If  all  creatures  were 
immortal  and  preserved  the  same 
functions  and  abilities  throughout 


'Probably  a  hoax,  Colonel,  but  somebody  called 
to  say  that  there  wasn't  a  bomb  on  board." 


their  endless  lives,  they  would  pre- 
empt the  possibility  of  improvement 
or  adaptation.  In  the  absence  of  senes- 
cence and  death,  young  hopefuls 
would  enter  an  overcrowded  state.  By 
modest  withdrawal  from  the  scene 
one  generation  acknowledges  and 
gives  way  to  the  unforeseeable  talents 
of  the  next. 

— Jonathan  Miller, 
The  Body  in  Question 


Whoever  created  the  cliche 
about  no  one  being  indis- 
pensable must  surely  have 
forgotten  about  mothers. 

— Jack  Webster,  A  Grain  of  Truth 


Alaskan  Claim 

We  pass  a  sign  that  says:  Golden 
Spike.  It  is  explamed  on  the  sign  that 
this  was  where  President  Harding 
hammered  the  last  spike  into  place  to 
mark  the  completion  of  the  Alaskan 
Railroad  track  from  Seward  to  Fair- 
banks. The  sign  does  not  mention — 
but  residents  of  Talkeetna  do — that 
the  President  took  the  train  to  Tal- 
keetna as  soon  as  the  hammering  was 
completed,  had  numerous  drinks  in 
the  Fairview  Inn,  and  wound  up  dying 
three  days  later.  For  a  long  time,  resi- 
dents of  Talkeetna  proudly  boasted 
that  President  Harding  had  been  poi- 
soned at  the  Fairview  Inn. 

— Going  to  Extremes, 
by  Joe  McGinness 

What  Think  the  Kids?!? 

I  think  those  of  us  who  into  our 
adult  lives  maintain  good  relations 
with  our  parents  probably  do  it  at 
the  expense  of  total  honesty.  Past 
the  age  of  16  or  17,  a  child  doesn't 
tell  his  parents  everything  about  his 
life.  But  in  the  case  of  a  writer — 
you're  revealing  very  deep  convic- 
tions and  obsessions — and  that  can 
come  as  something  of  a  shock.  It's 
not  especially  easy  being  the  parent 
of  a  poet  or  a  writer — you're  always 
afraid  of  being  horrified  by  what 
your  child  is  thinking. 

— John  Irving 
New  York  Times  Book  Review 

Political  Sense 

The  Honourable  Member  disagrees. 
I  can  hear  him  shaking  his  head. 

— Pierre  Elliott  Trudeau, 
The  Book  of  Insults — Ancient 
and  Modern,  by  Nancy  McPhee 
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Canada! r  announces  yet  another 
breakthrough  in  the  fight  against  the 
high  cost  of  jet  fuel. 


April  10, 1982:  First  flight  of  the  new  GE-powered  Challenger  601. 


With  the  introduction  of  the 
ycoming-powered  Challenger  600  in 
.976,  we  began  an  unabashed  cam- 
feign  to  wean  executive  travelers 
rom  the  cramped,  fuel-guzzling  air- 
:raft  which,  until  then,  had  passed  for 
:orporate  jets. 

We  were  met  with  an  enthusiasm 
hat  stunned  even  us. 

Executives  whose  responsibilities 
lemanded  multi-hour  jet  travel  thirty 
>r  forty  times  a  year  or  more  were 
ipparently  possessed  of  a  desperate 
nner  longing  for  an  alternative  to 
:laustrophobia.  And  here  we  were, 
)ffering  an  aircraft  both  wider  and 
nore  economical  than  any  other  inter- 
:ontinental  corporate  jet  in  the  world. 

With  the  result  that  back  orders 
or  the  Challenger  600  sprouted  like 
he  proverbial  beanstalk. 

At  this  writing,  more  than  ten 
300s  are  already  in  service,  and  over 
>5  more  are  in  completion  centers, 
^/lore  than  6,000  fleet  hours  have 
already  been  accumulated  by  these 


aircraft.  And  more  than  30  Atlantic 
crossings  were  made  during  those 
hours. 

And  all  this,  as  of  the  first  flight  of 
a  new  Challenger  on  April  10, 1982,  is 
only  half  the  story. 

Introducing  a  second 
Challenger  to  choose  from. 

Like  the  Lycoming-powered 
Challenger  600,  there  were  those 
who  said  the  new  Challenger  601 
would  never  fly. 

It  was  said,  no  corporate  jet  in 
history  had  ever  combined  so  much 
performance  with  so  much  fuel 
economy.  It  was  said,  no  corporate  jet 
in  history  had  ever  combined  such 
performance  and  economy  with  such 
a  wide  cabin  configuration. 

All  we  said  was,  it  will  fly  in  April, 
1982,  which  it  has. 

All  we're  saying  now  is,  the 
General  Electric  engine  will  be 
certified  on  schedule  in  mid-1982. 
The  aircraft  will  begin  serving  our  cus- 
tomers and  causing  discomfort  to  our 


competitors  by  late  1983,  and,  like 
the  Challenger  600,  fly  you  more 
economically  and  in  greater  comfort 
than  any  other  intercontinental 
corporate  jet  in  the  world. 

(The  fact  is,  even  far  smaller  jets 
like  the  Falcon  50  and  the  Falcon  20F 
fail  to  achieve  any  meaningful  advan- 
tage over  either  Challenger  in  fuel  effi- 
ciency. While  a  Gulfstream  III  can 
consume  as  much  as  40%  to  60% 
more  than  a  600  or  601,*  depending 
on  trip  length.) 

Actually,  there  is  one  other  thing 
we'd  like  to  say.  If  you  want  to  find  out 
more  about  the  Challenger  family  of 
business  jets,  the  man  to  speak  to  is 
Mr.  James  B.  Taylor,  President  of 
Canadair  Inc.  You  can  call  him  at 
(203)  226-1581,  or  write  him  at 
Canadair  Inc.,  274  Riverside  Avenue, 
Westport,  CT  06880. 

And  you  might  as  well  know  now. 
The  back  orders  have  already  started. 

canadair 
challenger 


•Challenger  601  data  are  based  on  wind  tunnel  tests  and  continuing  flight  tests.  For  performance  guarantees,  see  technical  specifications. 


When  you  have  only  one  serious 
competitor  in  the  stock  transfer 
business,you  have  to  be  better. 

Or  else. 


There's  nothing  wrong  with  a  little  competi- 
tion. It  keeps  us  on  our  toes.  And  it  keeps  our 
competitor  on  his  toes. 

But  do  you  know  what  really  makes  the 
Manufacturers  Hanover  approach  to  stock  trans- 
fer better?  Do  you  know  that  Manufacturers 
Hanover  officers  are  leaders  in  the  industry?  Do 
you  know  why  we're  committed  to  a  business 
other  banks  are  leaving? 

Read  on. 

TRANSIFACSM  has  no  competition.  Period. 

First,  there's  TRANSIFAC.  The  system  that 
does  everything  our  competitor's  system  does- 
and  a  lot  of  things  it  can't. 

It  has  "key  verification'.'  A  feature  that  helps 
ensure  transfer  data  is  entered  accurately. 

TRANSIFAC  also  allows  the  immediate  on-line 
up-date  of  shareholder  records.  We  even 
pioneered  the  use  of  computer-to-computer 
transfers  with  the  Depository  Trust  Company. 
As  well  as  direct  mailings  of  certificates  to  the 
broker's  customer-your  shareholder. 


In  short,  TRANSIFAC  has  so  many  advantages 
we  can't  list  them  all  here. 

A  reputation  built  on  dedication. 

We  also  know  how  important  people  are  in 
the  stock  transfer  business.  And  our  organization 
reflects  it.  You're  assigned  an  account  adminis- 
trator to  handle  everyday  matters.  Plus  a  back-u] 
team.  So  you'll  never  be  left  in  the  dark. 

These  are  the  strengths  and  capabilities  that 
allow  us  to  work  for  over  400  corporations.  But 
you'd  expect  them  from  a  stock  transfer  agent 
generally  acknowledged  to  be  the  best  there  is. 
And  it's  all  part  of  our  commitment  to  be  even 
better.  Because  when  you  have  only  one  real 
competitor  in  a  very  -demanding  business,  you 
have  no  choice. 

If  you'd  like  to  compare  our  capabilities  to 
those  of  your  current  stock  transfer  agent,  call 
or  write  Joseph  Unger,  Vice  President, 
Manufacturers  Hanover,  40  Wall  Street,  New 
York,  N.Y  10015.  Telephone  (212)  623-7542. 

Just  say  the  competition  sent  you. 


MANUFACTURERS  HANOVER 


What's  Ahead  for  Business 


Edited  by  Thomas  O'  Donnell 


A  scary  scenario 

is  making  the 
rounds  right  now 


What  are  the  odds 

it  will  happen? 
About  one  in  three 


Volcker  is  still  hang- 
ing tough,  but  the  rope 
is  getting  slippery 


A  VERT  TAUT  TIGHTROPE 

There's  a  scary  script  making  the  rounds.  It  goes  like  this:  A  major 
borrower  will  find  that  it  can  no  longer  roll  over  its  commercial  paper 
and  this,  a  la  Penn  Central  1970,  will  cause  lenders  to  pull  out  of 
commercial  paper.  Strapped  for  cash  to  pay  maturing  paper,  major 
corporations,  otherwise  sound,  will  run  to  the  banks  for  help.  Having 
little  choice,  the  Federal  Reserve  will  tell  the  banks  to  fill  the  breach. 
The  feared  result:  a  near  panic  and  a  huge  bulge  in  the  money  supply 
that  will  annul  most  of  the  past  two  years'  progress  against  inflation. 

Will  it  happen?  It  could — and  fear  of  it  is  one  psychological  factor 
keeping  interest  rates  high.  Certainly  the  bankruptcy  rate  gives  cause 
for  alarm.  Business  failures  are  currently  running  at  an  annual  rate  of 
nearly  16,000 — significantly  higher  than  11,400  in  1974.  But  the  odds 
against  a  real  liquidity  squeeze  are  maybe  three  to  one.  Why?  For  one 
thing,  many  of  the  failures  and  near  failures  are  a  consequence  of  long 
periods  of  poor  management  or  of  the  kind  of  overexpansion  that 
ignores  normal  reward-risk  ratios.  It's  not  the  Fed's  job  to  protect 
business  from  its  own  folly.  Another  point:  Bankruptcy  is  now  less 
painful  than  it  once  was,  thanks  to  new  laws.  This  is  also  true  for  giant 
companies:  Virtually  bankrupt,  International  Harvester  still  continues 
operating. 

Many  businesses  are  borrowing  to  meet  current  expenses  and 
many  are  staying  current  only  by  borrowing  more  to  pay  interest. 
Thus,  even  though  the  economy  has  almost  certainly  hit  bottom  and 
will  soon  begin  a  gradual  recovery,  bankruptcies  and  near  bankruptcies 
will  mount. 

Paul  Volcker  continues  to  puff  on  his  long  cigar  and  talk  about 
"hanging  tough."  But  he  and  his  board  are  on  a  real  tightrope  now 
between  two  dangers.  Too  tight  a  policy  and  a  liquidity  crisis  could 
happen.  Not  tight  enough  and  hard-won  anti-inflationary  gains  of  the 
past  couple  of  years  could  be  quickly  lost.  The  question  is:  Can  the 
situation  be  kept  from  getting  completely  out  of  control?  The  next  few 
months  are  crucial. 


Expect  the  trade 
deficit  to  widen 


Despite  lower  costs  of  imported  oil,  evidence  continues  to  gather 
that  the  U.S.  trade  deficit  will  widen  this  year  (What's  Ahead,  Apr.  26). 
First-quarter  merchandise  exports  were  down  7%,  to  $56  billion.  That 
signals  an  annual  rate  of  $224  billion,  which  would  be  4%  below  last 
year's  total.  If  the  pace  holds,  it  will  be  the  first  dollar  decline  in  total 
exports  since  1958. 

The  export  slump  will  not  be  easily  or  quickly  reversed.  It's  not  inept 
or  indifferent  salesmanship,  but  rather  the  strong  dollar — up  about 
10%  against  the  currencies  of  major  U.S.  trading  partners  just  since 
last  December.  Even  optimists  think  the  trade  deficit  in  1982  will 
exceed  last  year's  deficit  of  $40  billion.  Pessimists  fear  the  deficit  could 
soar  by  year's  end  to  an  annual  rate  approaching  $65  billion. 

The  mischief  is  not  confined  to  the  trade  balance.  With  more  than  20% 
of  U.S.  industrial  production  and  40%  of  total  farm  output  sold  abroad, 
lagging  exports  will  impede  recovery  of  the  whole  economy. 
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The  Forbes  Index 
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Holding  its  own.  The  Forbes  Index  is  still  in  the  negative 
column,  but  once  again  several  indicators  are  signaling 
that  an  uptick  in  the  economy  may  not  be  far  away.  New 
housing  starts,  for  example,  vaulted  ahead  55.9%  in 
March  and  are  up  68.4%  from  the  alltime  low  set  in 
January.  Less  spectacular  are  the  gains  in  manufacturers' 
new  orders,  which  rose  by  0.4%,  and  personal  income, 


which  inched  ahead  0.1%.  A  positive  note  is  the  small 
0.3%  decline  in  inventories,  which  may  indicate  that  the 
recession  has  already  bottomed. 

Good  news  on  the  inflation  front:  The  current  Consumer 
Price  Index  is  down  by  0.1%,  the  first  decline  in  17  years. 
Interest  rates,  however,  remain  uncomfortably  high.  Until 
they  come  down,  the  economy  will  not  get  into  high  gear. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  coat  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
senes  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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Coffee  from  Costa  Rica. . . 
Teddy  bears  to  Tacoma. . . 
and  other  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG . . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 
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Transway  International  Corporation,  747  Third  Avenue,  New  York,  New  York  10017 


NYSE  symbol:  TNW 


Roller  skates  can  gain  you  a  little  speed, 
ut  they  can't  help  with  the  unprecedented 
ressures,  problems  and  paperwork  of  this 
lformation  age. 

That  kind  of  challenge  calls  for  a 
fecial  solution — a  tool  for  modern  times: 
le  IBM  Personal  Computer. 

Getting  things  accomplished. 

The  most-often-asked  questions  about 
lis  tool  are:  how  easy  is  it  to  use,  and  just 
rhat  do  I  use  it  for? 

The  first  question  is  simple  to  answer, 
ecause  the  IBM  Personal  Computer  is 
lrprisingly  simple  to  learn. 

The  second  question  has  no  single 
iswer,  however.  Because  the  uses  for  the 
3M  Personal  Computer  are  as  varied  as  your 
needs — as  limitless  as  your  imagination. 

Storing  form  letters  at  the  orifice,  for 
sample.  Attendance  records  at  school.  Or 
ix  records  at  home. 

Keeping  track  of  accounts  receivable. 
)r  when  you  last  paid  the  orthodontist. 

Completing  sales  reports  as  easily  as 
Dur  kids  can  revise  and  print  book  reports. 

Or  teaching  students  "dry"  subjects  in 
ame  form  (while  they  learn  there's  more  to 
3mputers  than  intergalactic  battles). 

Plan  on  it.  ^ 

Keeping  up  with  modern  times  is 
High  enough.  But  intelligent  planning 
key.  What  if  interest  rates  plummet? 
v'hat  if  property  taxes  soar?  a 

What's  the  latest  stock  r 
?port?  What's  the  Aspen 
<i  report? 


Wth  an  IBM  Personal  Computer,  and 
an  expanding  library  of  software,  you  can 
forecast.  Plan  ahead.  Test  contingencies.  Tap 
information  networks  that  bring  the  world 
into  your  lab.  \four  office.  ^tour  classroom 
and  your  living  room. 

What's  in  store? 

So  to  keep  up  with  modern  times, 
visit  your  authorized  IBM  Personal 
Computer  dealer  today. 

Ask  what  programs  are  available  now. 
Get  a  demonstration. 
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IBM  PERSONAL  COMPUTER  SPECIFICATIONS 

Display  Screen  Permanent  Memory 

High-resolution*  (ROM)  40K  bytes* 

80  characters  x  25  lines  Color/Graphics 

Upper  and  lower  case    ^  Text  mode. 
Green  phosphor  screen  * 

Operating  Systems 

DOS,  UCSD  p-System, 
CP/M-86t 


L. 


User  Memory 

16K-256K  bytes* 
Microprocessor 

16-bit,  8088* 
Auxiliary  Memory 

2  optional  internal 
diskette  drives, 
5Vi",  160K  bytes 
per  diskette 
Keyboard 
83  keys,  6  ft  cord 
attaches  to 
system  unit* 
10  function  keys* 
10-key  numeric  pad 
Tactile  feedback 
Diagnostics 
Power-on  self  testing  * 
Parity  checking  * 


Languages 

BASIC,  Pascal,  FORTRAN, 
MACRO  Assembler, 
COBOL 

Printer 

Bidirectional* 

80  characters/second 

12  character  styles,  up  to 

132  characters/line* 
9x9  character  matrix  * 


16  colors* 
256  characters  and 

symbols  in  ROM* 
Graphics  mode 
4-color  resolution: 

320hx200v* 
Black  &  white  resolution: 

640hx2O0v* 
Simultaneous  graphics  & 

text  capability 
Communications 
RS-232-C  interface 
Asynchronous  (start/stop) 

protocol 
Up  to  9600  bits  per  second 


•ADVANCED  FEATURES  FOR  PERSONAL  COMPUTERS 


.J 


And  be  sure  to  check  the  hardware 
features  that  set  this  personal  computer 
apart.  (Bring  the  box  above  to  simplify 
comparison  shopping.)  \bu'll  find  that  the 
quality,  power  and  performance  are  what 
you'd  expect  from  IBM.  The  price  isn't. 

For  a  store  near  you  (or  for  information 
from  IBM  about  quantity 
f  purchases)  call  (800)447-4700. 
In  Illinois,  (800)  322-4400. 

In  Alaska  or  Hawaii, 
j  (800)  447-0890. 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


ICSD  p-System  is  a  trademark  of  the  Regents  of  the  University  of  California.  CP/M-86  is  a  trademark  of  Digital  Research,  Inc. 


Pan  Am  Recreates 
The  Luxury  Of  The  China  Clipper. 

No  Other  Airline  Gives  You  More  Space,  More  Privacy  More  Comfc 


Pan  Am  Invented 
Airborne  Luxury 

Imagine  the  thrill  of  fly- 
ing the  China  Clipper® 
back  in  1935. 


Each  passenger  was  well 
provided  for  by  attentive 
stewards.  Dining  took  place  at  tables  covered  in 
linen.  The  plates  were  fine  china  and  the  silver 
was  real. 

The  Elegant  Tradition 
Continues. 

Fresh  cold  seafood.  Champagne.  The 
dilemma  of  choosing  between  a  smooth  pate  or 
the  richly  textured  Pate  de  Campagne.  Shrimp 
in  mustard  sauce. 

And  this  is  before  dinner. 

The  greens  are  crisp,  the  roast  beef  is  precisely 
the  way  you  want  it,  the  wine  flows  endlessly, 
the  cheeses  are  imported,  and  please,  let  us  not 
raise  visions  of  the  chocolate  cake.  Yes,  First 
Class  Service  on  Pan  Am  is  quite  an  experience. 

Pan  Ann's  First  Class  Seat  May  Be 
The  Most  Comfortable  InThe  Sky 


comes  to  your  face  as  you  settle  into  precisely 
the  right  position. 

You  will  experience  more  space  on  every 
Pan  Am  747  and  L-1011  widebody.  (And  we  h 
more  widebodied  A 

An 

Extraondinar 
Sense 


jets  than  any  other 
airline.)  This  is 
largely  a  function  of 
the  fact  that  we  usu- 
ally put  fewer  seats 
in  the  same  amount 
of  space  than  the 
other  airlines. 

There  is  more 
space  in  and  around 
our  seat  than  any- 
one has  found  prac- 
tical use  for.  But 
there  is  one  deli-  ' 
cious,  impractical 
consequence.  Room 


Of  Privacy. 


Sleeperette®  Service  on  our  747's  and  L-1011's        enough  in  which  to 

is  unsurpassed.  feel  privacy,  the 

Spread  out  and  work,  or  stretch  out  and  relax.  ^-r*^  greatest  luxury  of  all.  For  reservations  and 
Should  you  be  fortunate  enough  to  experi-  information  call  Pan  Am,  your  Travel 

ence  this  seat  of  seats,  notice  the  smile  that       V^Kr^J      Agent  or  Corporate  Travel  Department 

Pan  Am.^bu  Cant  Beat  the  Experience. 
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The  corporate  takeover  game  is  waning. 
The  newest  fad:  20%  consolidations. 

Lawyer's  lament, 
arbitrager's 
delight 


By  Priscilla  S.  Meyer 


The  corporate  world,  no  less  than 
the  fashion  world,  is  a  place  of  trends 
and  fads.  William  Agee,  chairman  of 
Bendix,  mused  publicly  the  other  day 
about  the  joys  of  buying  minority  in- 
terests in  other  companies.  You  can 
get  the  20% -size  chunks  at  "whole- 
sale," or  market,  prices  and  get  out  of 


your  investment  more  easily  than  in 
full  acquisitions.  So,  why  go  for  a  full 
acquisition  where  you  may  have  to 
pay  anywhere  from  35%  to  100%,  or 
more,  over  market  to  clinch  the  deal? 

Suddenly  a  number  of  other  corpo- 
rate executives  are  espousing  the 
same  idea,  suggesting  that  in  the  next 
few  years  U.S.  industry  may  well  be 
peppered  with  minority-interest  con- 


glomerates. "This  is  absolutely  going 
to  be  the  game  of  the  1980s,"  says 
Martin  Lipton  of  Wachtell,  Lipton, 
Rosen  &  Katz.  As  one  of  the  country's 
top  takeover  lawyers,  he  knows 
whereof  he  speaks. 

The  idea  isn't  new  but  has  been 
somewhat  out  of  fashion.  A  mere 
handful  of  U.S.  companies  like  Larry 
Tisch's  Loews  Corp.  have  made  mi- 
nority buying  a  trademark.  "But  now 
they're  all  reexamining  the  wheel," 
says  Lipton.  Agee  and  dozens  of  other 
executives  of  industrial  companies 
are  helping  create  a  new  mystique. 

Buying  a  growth  company  selling  at 
20  times  earnings  might  dilute  your 
own  earnings  under  equity  account- 
ing, explains  Gerald  Tsai,  chairman  of 
Associated  Madison.  But  if  you  buy 
20%  of  it  along  with  20%  of  another 
company  selling  at  5  times  earnings, 
the  interests  could  be  consolidated 
without  dilution.  "And  you  didn't 
have  to  pay  a  premium  because  you 
got  the  shares  at  the  going  market 
price,"  he  adds. 

Why  20%  ?  It's  the  magic  number  at 
which  accountants  permit  you  to 
book  your  share  of  the  other  com- 
pany's earnings;  at  less  than  20%  you 


Pulling  the  golden  cord 


H 


ow  will  the  trend  to  20%  consolidation  affect  the 
so-called  golden  parachutes,  whose  owners  can  pull 
the  rip  cord  and  shower  themselves  with  good  things  in 
the  event  control  of  their  companies  changes  hands? 
The  agreements  were  meant  as  a  protection  for  top 
brass  against  unfriendly  takeovers.  But  a  question 
arises:  Under  what  circumstances  does  control  change? 
The  law  is  vague,  simply  defining  control  as  the  point  at 
which  existing  management  no  longer  has  a  full  control 
over  the  destinies  of  the  company  or  their  own  jobs. 

This  vagueness  in  the  law  is  significant  in  light  of  the 
new  variety  of  golden  parachutes.  "Single-trigger"  deals 
allow  the  executive  to  walk  away  from  the  company 
with  a  remuneration  package  when  control  has  been 
passed.  "Double  triggers"  keep  the  old  management 
with  certain  agreements.  In  the  McLean  Trucking-Me- 
ridian merger,  McLean  executives  got  a  five-year  agree- 
ment that  they  wouldn't  be  relocated  as  a  condition  for 
the  merger. 

What  does  it  take  to  pull  the  trigger?  Nobody  is  quite 
sure.  If  a  company  whose  shares  are  widely  dispersed 
suddenly  gets  a  new  stockholder  with  5%  or  10%  of  the 
stock,  can  it  claim  that  "control"  has  changed?  The 


way  some  contracts  are  written,  the  answer  is  yes. 
Writing  the  agreements  and  litigating  them  will  keep 
many  lawyers  happy  for  a  long  time. 

"I  would  say  that  this  year  perhaps  half  of  the  biggest 
500  companies  have  either  this  kind  of  severance  pro- 
gram or  options  or  other  benefit  programs  that  would  be 
accelerated  in  the  event  of  change  in  control,"  says 
Martin  Lipton  of  Wachtell,  Lipton,  Rosen  &  Katz.  In 
fact,  the  law  firm  has  been  advising  clients  with  a  fill- 
in-the-blanks  "senior  executive  severance  plan." 

In  a  curious  way  investors  may  benefit,  too.  In  the 
past,  few  companies  provided  golden  parachutes  for 
management,  and  Peat,  Marwick,  Mitchell  partner  Pe- 
ter Chingos  believes  this  is  one  reason  that  some  man- 
agements have  fought  so  vigorously  to  avoid  takeovers. 
Chingos  thinks  that  possession  of  such  parachutes  may 
make  some  managements  less  eager  to  fight  a  takeover 
that  would  be  beneficial  to  shareholders  but  inimical  to 
the  incumbent  management.  "Of  the  ten  largest  take- 
overs during  1981,  six  acquired  companies  had  golden 
parachute  arrangements,"  Chingos  says,  suggesting 
shareholders  of  some  companies  without  parachutes 
had  a  far  different  fate. — Richard  L.  Stern 
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can  book  only  the  dividends. 

Marty  Lipton's  firm  and  the  rival 
firm  of  Skadden.  Arps.  Slate,  Meagher 
&.  Flom  aren't  happy  with  the  trend. 
They  have  made  a  very  nice  thing  of 
takeovers.  But  never  fear:  They  al- 
ready have  a  way  to  profit  from  the 
new  trend.  Both  Wachtell  Lipton  and 
Skadden  Arps  are  advising  clients  to 
ward  off  minority  purchases  of  their 
stock.  Why  so-  Those  big  new  stock- 
holders will  probably  end  up  butting 
into  your  business,  they  are  telling 


clients.  The  message  here  is  clear: 
Hire  us  to  chase  them  away. 

Defending  a  company  agamst  a  mi- 
nority purchase  is  far  more  difficult 
than  taking  on  a  full-scale  takeover 
battle,  the  lawyers  say. 

To  make  defense  easier,  lawyers  are 
stocking  up  on  legal  and  public  rela- 
tions countermoves.  Finally,  if  all  else 
fails,  a  company  can  buy  back  its  own 
shares  from  the  acquisitor  at  a  fancy 
price — one  reason  existing  "corporate 
sharks"  have  been  so  successful. 


While  the  new  trend  makes  take- 
over lawyers  nervous,  it  brings  pure 
joy  to  the  hearts  of  the  arbitragers. 
With  a  lot  of  large  blocks  of  stock 
around,  full  takeovers  will  become 
easier  and  more  frequent,  suggests 
Guy  Wyser-Pratte,  executive  vice 
president  of  Bache  Halsey  Stuart 
Shields  and  a  leadmg  arbitrager,  who 
is  rubbing  his  hands  at  the  prospect. 

So,  Wall  Street's  wheel  turns  again. 
Good-bye,  synergy.  Hello,  minority 
conglomerate.  ■ 


Official  Washington  coitimies  to  fight  ore? 
Social  Security  increases  while 
disuiflation's  reality*. 


ignoring 


Much 


By  Beth  Brophy 


T|he   current  argu- 
ment over  the  pro- 
jected fiscal  1983 
budget  deficit  between 
the  Reagan  Administra- 
tion and  the  congres- 
sional leadership  seems 
to  be  a  classic  case  of 
rhetoric  divorced  from  re- 
ality. A  key  argument  cen 
ters  on  the  cost-of-living 
adjustment  for  recipients 
of  Social  Security.  Some 
in  the  Administration  and 
Congress  want  to  put  a 
4%  ceiling  on  cost-of-liv- 
ing adiustments,  which 
they  believe  will  repre- 
sent a  cut  in  the  projected 
deficit.  Their  opponents 
decry  this   as  grabbing 

from  the  old  folks  and   

want  to  preserve  the  Social  Security 
COLA  as  sacrosanct. 

But  both  sides  appear  to  be  ignoring 
the  fact  of  falling  inflation.  The  Office 
of  Management  Budget  projects  the 
inflation  rate  next  year  at  6.8%  and 
the  Congressional  Budget  Office  esti- 
mates 6.9%.  These  estimates  were 
made  before  the  dramatic  turnaround 
in  the  Cost  of  Living  Index,  but  they 
haven't  been  updated.  Meanwhile,  in- 
flation ran  1%  in  the  first  three 
months  this  year,  and  economists  are 


the  CPI  from  first-quarter  1981  to  the 
comparable  quarter  m  1982 — is  7.4°o. 
That  means  that  SI  1.3  billion  will  go 
out  to  the  36  million  beneficiaries  of 
Social  Security  over  the  12  months 
from  July. 

Sure,  the  budget  cutters  m  the 
White  House  and  supporters  m  Con- 
gress wanted  to  mm  that  COLA,  too. 
But  trying  to  cut  payments  scheduled 
for  this  luly  was  politically  unrealis- 
tic. So,  in  effect,  they  were  bargaining 
about  the  COLA  to  be  paid  from  fury 
1983  and  came  up  with  the 
idea   of  a  4%  ceiling, 
meaning  that  S6.5  bil- 
lion would  be  paid  out. 
The  budget  cutters  saw 
this  as  saving  some  S5  bil- 
lion, while  their  opponents 
saw  it  as  depriving  the  re- 
tired of  momes  that  are 
their  legal  due. 

But  if  inflation  runs  at 
5% .  the  whole  political- 
explosive  argument 
be  hassling  over  a 


The  deflation  factor 


As  inflation  goes  down  the  government  saves  monev. 
Social  Securitv  cost-of-living  adiustments.  for  example, 
will  be  lower.  The  cost  of  the  ■\4°o  increase  in  lulv 
1982  is  S 1 1 . 3  billion;  at  4°o  inflation,  that  figure  is  onlv 
$6.5  billion,  which  could  happen  without  anv  new  law. 


beginmng  to  project  a  5%  inflation 
rate — or  possibly  less — for  the  whole 
of  this  year.  The  lower  inflation  rate 
will  hold  down  the  Social  Security 
COLA  to  be  paid  in  the  12  months 
beginning  luly  1983  and  make  the 
current  argument  meaningless. 

A  word  of  explanation:  Social  Secu- 
rity" COLAs  are  based  on  the  first- 
quarter-to- first-quarter  Consumer 
Price  Index  and  then  paid  the  follow- 
ing luly.  Thus,  this  luly's  cost-of-liv- 
ing increase — based  on  the  growth  of 


iy 
may 

mere  1%,  worth  SI. 5  bil- 
lion— hardly  worth  raising  a  fuss 
about.  And  inflation  could  well  run  at 
4%  or  less,  making  the 

  whole  issue  meaningless. 

Why  do  such  arguments 
persist:  Because  folks  m 
Washington  seem  locked 
in  a  family  feud  that  for- 
gets the  outside  world. 
We  always  use  higher  in- 
flation figures  than  the 
Administration,  not  low- 
—  er  ones,  "  said  a  Congres- 
Budget  Office  analyst  with 
some  surprise  that  anyone  should 
question  what  would  happen  under 
lower  inflation  rates.  Meanwhile  the 
goal  they  should  all  be  shooting  for  is 
zero  inflation-  That  would  save  the 
Treasury  S20  billion  in  1983  in  Social 
Security  COLAs.  food  stamps,  gov- 
ernment pensions  and  other  programs 
that,  under  law  kick  out  higher  pay- 
ments as  living  costs  rise.  That  's  more 
than  the  proposed  income  surtax  and 
the  imported  oil  levy  combined.  ■ 


>ional 


v. 
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Apparently  prosperous  yesterday,  Saxon 
Industries  is  in  bankruptcy  court  today. 
How  could  it  happen  so  quickly? 


Over  the  brink 
without  a  blink 


By  Richard  L.  Stern 
and  Paul  Bornstein 


In  late  February  Saxon  Indus- 
tries had  its  monthly  board  meet- 
ing in  Miami.  Saxon,  which  dis- 
tributes paper  and  makes  photocopy- 
ing equipment,  was  heavily  leveraged 
and  hit  hard  by  the  recession.  But 
Chief  Executive  Stanley  Lurie 
told  directors  not  to  worry. 
The  $710  million-a-year  com- 
pany was  officially  "restruc- 
turing," and  the  board  seemed 
sufficiently  pleased  with  the 
process  that,  at  its  January  ses- 
sion in  Minnesota,  Lurie  got  a 
$50,000  bonus  and  a  $50,000 
raise. 

Then  came  a  big  surprise.  At 
11:30  a.m.  on  Apr.  15,  less 
than  three  months  after  the 
harmonious  board  meeting, 
Saxon  lawyers  marched  up  the 
steps  of  Manhattan's  federal 
courthouse  and  filed  for  pro- 
tection under  Chapter  1 1. 

Saxon's  plight  was  stunning 
news — even  to  its  attorneys. 
On  the  way  to  court  they  re- 
portedly tried  to  cash  a 
$300,000  check  for  legal  fees. 
It  bounced.  Wall  Street  was 
caught  napping,  too.  Normally 
there  is  a  rash  of  prefiling  short 
sales  when  a  firm  seeks  pro- 
tection from  creditors,  but  not 
so  here.  Saxon  was  even  at- 
tracting value-oriented  inves- 
tors (Forbes,  Mar.  29)  im- 
pressed by  its  apparent  deep 
discount  from  book  value  and 
years  of  steady  profitability. 

Now  Saxon  management  re- 
fuses to  talk  to  the  press,  but 
the  story  behind  the  collapse 


can  be  pieced  together  from  sources 
close  to  the  company.  The  first  hint  of 
trouble  came  on  Mar.  30,  when  Saxon 
reported  an  estimated  pretax  loss  of 
$47  million  for  the  fourth  quarter. 
Saxon  also  indicated  it  might  take  an 
additional  $40  million  to  $50  million 
charge  against  earnings  because  of  a 
possible  sale  of  assets — a  move  inves- 


Stanley  Lurie  of  Saxon  Industries 
A  $50,000  raise  .  .  .  and  then  no  more  cash. 


tors  apparently  liked.  Saxon  stock 
rose  10%  that  day. 

The  same  day  that  Saxon  talked 
optimistically  about  selling  assets, 
however,  the  company  told  bankers  it 
was  out  of  cash.  That  started  two 
weeks  of  revealing — and  often  acri- 
monious— negotiations.  According  to 
bankruptcy  documents,  between  Sep- 
tember and  March  Saxon  sharehold- 
ers' equity  fell,  from  $127  million  to 
$42  million.  At  the  same  time,  total 
debt  soared,  from  $376  million  to 
$461  million.  That's  more  than  10 
times  shareholders'  equity. 

Behind  all  this  is  the  sorry  fact 
that  Saxon  had  become  a  cash  junk- 
ie. Its  better  divisions,  such  as 
Blake,  Moffitt  &  Towne,  a  paper  dis- 
tribution subsidiary,  were  profitable. 
But  the  copiei  business,  which  in- 
siders called  "the  sewer,"  became  a 
steady  loser.  As  early  as  1979  Lurie 
began  selling  real  estate  and  leasing 
it  back  to  improve  cash  flow.  The 
next  year  he  borrowed  $100  million, 
which  added  to  the  company's  al- 
ready high  debt.  Then  Saxon  stepped 
up  its  risky  copier-sales  leaseback 
program. 

In  1981  the  company  "sold" 
nearly  $28  million  worth  of 
equipment  to  limited  partner- 
ship investors.  That  put  mon- 
ey in  the  bank,  but  it  also 
mortgaged  the  future.  The  out- 
side investors  borrowed  mon- 
ey to  purchase  the  copiers  and 
received  investment  tax  cred- 
its, while  Saxon  made  the 
rental  payments.  Typical  off- 
balance-sheet  financing — ex- 
cept that  Saxon,  with  murky 
disclosure,  recorded  its  lease 
revenues  as  income  whether 
or  not  it  had  end-use  custom- 
ers for  the  machines. 

That  only  compounds  an- 
other embarrassing  situation. 
Most  of  Saxon's  copier  busi- 
ness is  at  the  hotly  competi- 
tive low-priced  end  of  the  mar- 
ket, and  there  is  strong  evi- 
dence that  the  firm's 
warehouses  are  full  of  out- 
moded liquid-toner  machines 
and  spare  parts.  Not  quite  like 
old  mimeograph  stencils,  but 
nearly  as  obsolete — and  re- 
portedly on  the  books  at  cost 
rather  than  market  value. 

In  papers  submitted  to  the 
banks,  Saxon  estimates  it  will 
write  off  $47  million  in  assets, 
presumably  from  the  copier  di- 
vision. That  change,  plus  the 
fat  fourth-quarter  loss,  cuts 
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book  value  by  60%.  But  the  news 
could  get  even  worse:  Reliable 
sources  outside  the  company  say  that 
writedowns  may  eventually  total 
$100  million.  That  is  twice  Saxon's 
net  income  for  the  past  eight  years. 

Where,  you  ask,  were  the  auditors? 
The  big  Fox  &  Co.  had  the  Saxon 
account  since  the  early  Sixties.  Fox 
officials  told  directors  as  recently  as 
Mar.  15  that  a  team  of  accountants 
was  ready  to  go  to  Saxon's  Miami 
plant  to  complete  the  1981  financial 
statement.  A  few  days  later,  however, 
Fox  was  notified  that  it  would  no 
longer  be  handling  the  copier  divi- 
sion. Instead,  Saxon  hired  Farber, 
Sherman  &.  Blicht,  a  14-person  firm 
based  in  Jericho,  Long  Island. 

While  the  proxy  states  that  neither 
Fox  nor  any  of  its  associates  has  or 
had  any  relationship  with  Saxon, 
there  are  some  interesting  coinci- 
dences. Lurie  is  an  accountant  who 
once  worked  for  the  firm  Westheimer, 
Fein  &.  Berger.  It  merged  into  Fox  & 
Co.,  and  a  former  Westheimer  em- 
ployee handled  the  Saxon  account. 
Morton  Farber,  another  Westheimer 


By  John  Merwin 

If  Exxon,  the  world's  largest  oil 
company,  discouraged  by  falling 
crude  prices  and  soaring  construc- 
tion costs,  throws  in  the  towel  and 
writes  off  perhaps  $1  billion  or  more, 
who  can  believe  in  shale  oil? 

Fred  Hartley.  Union  Oil  of  Califor- 
nia's irrepressible  chairman  says  he 
heard  Exxon's  announcement  that  it 
was  ending  its  participation  in  Colo- 
ny, a  joint  venture  with  Tosco,  on  his 
car  radio  May  2  while  driving  from  his 
own  Colorado  oil  shale  site. 

"I'd  been  out  there  Sunday  after- 
noon checking  up  on  our  construc- 


alumnus,  is  a  partner  in  the  new  au- 
diting firm. 

If  the  auditors  didn't  raise  the 
alarm,  why  not  the  directors?  After 
all,  they  earn  $20,000  annually  to  be 
shareholder    watchdogs.  Distribix 


The  news  could  get  worse. 
Reliable  sources  outside 
the  company  say  write- 
downs may  eventually  total 
SlOO  million.  That's  twice 
Saxon's  net  income  for  the 
past  eight  years. 


President  Hal  Kroeger,  who  dropped 
his  proxy  fight  last  May  in  exchange 
for  two  seats  on  the  board,  has  pres- 
sured steadily  for  more  disclosure. 
Some  other  directors,  however,  appar- 
ently do  well  by  saying  little. 

The  1981  proxy  statement,  for  ex- 
ample, lists  $120,000  in  fees  to  be  paid 
to  Kohlberg,  Kravis,  Roberts  &  Co.  for 
financial  advice.  Until  last  year  part- 
ner Jerome  Kohlberg  Jr.  was  a  member 
of  Saxon's  board.   Similarly,  Bear, 


tion,  which  is  coming  along  just  fine, " 
Hartley  booms.  "On  the  way  to  the 
Grand  Junction  Airport  I  heard  Exx- 
on's announcement,  bit  by  bit.  By  the 
time  I  got  to  the  airport,  I  telephoned 
Grand  Junction's  newspaper  editor 
and  said,  'This  is  Fred  Hartley.  Don't 
worry,  Union  is  going  to  continue 
operating.'  " 

Hartley,  a  man  not  easily  discour- 
aged, isn't  the  least  bit  bothered  by 
Exxon's  pullout,  not  to  mention  sev- 
eral others,'  including  that  of  Occi- 
dental Petroleum.  Exxon's  bailout  is 
"irrelevant"  to  Union,  Hartley  de- 
clares, saying  that  his  project  is  far 
more  efficient:  If  Exxon's  $6  billion 


Stearns  &  Co.  got  $116,000  in  fees 
from  Saxon;  director  Reynolds  Spring- 
born  is  a  limited  partner  there.  Direc- 
tor Emilc  Libresco's  consulting  firm 
picked  up  $36,000,  and  Servico  Inc., 
which  operates  hotels,  got  $23,000  for 
leasing  computer  equipment  to  Sax- 
on. Its  president  is  director  Arthur 
Meyer.  Another  director,  Walter 
Feldesman,  worked  for  a  law  firm  that 
received  $251,000  in  fees  from  Saxon. 
Some  watchdogs! 

Now,  of  course,  there  is  a  new  presi- 
dent at  Saxon.  He  is  William  Scharf- 
fenberger,  brother  of  City  Investing's 
Chairman  George  Scharffenberger. 
William  was  recruited  from  Penn- 
Dixie,  which  emerged  from  bankrupt- 
cy as  Continental  Steel,  and  will 
make  a  reported  $250,000  a  year  to 
work  similar  magic  at  Saxon. 

Under  the  provisions  of  Chapter  1 1, 
the  emphasis  is  on  salvaging  assets — 
and  a  trustee  may  not  be  appointed  to 
investigate  and  lay  blame.  Stanley 
Lurie,  a  secretive  man,  reportedly 
works  12  hours  a  day  and  remains  as 
Saxon's  chairman,  with  his  old  office 
and  access  to  a  limousine.  ■ 


projection  for  a  48,000-barrel-a-day 
operation  was  correct,  that  would 
break  down  to  a  $125,000  investment 
per  barrel. 

Union's  project  carries  a  $550  mil- 
lion price  tag  for  10,000  barrels  a 
day— $55,000  per  barrel.  If  Union's 
process  works,  the  federal  govern- 
ment will  buy  initial  production  at 
approximately  $42.50  per  barrel. 
Union  then  hopes  to  go  up  gradually 
to  100,000  barrels  a  day.  That's  typi- 
cal of  the  hardheaded  Hartley.  He  be- 
lieves in  taking  one  step  at  a  time 
rather  than  plunging  in. 

"I  just  assume  Exxon  looked  at  its 
hole  card  and  decided  the  project  was 
no  longer  viable,"  Hartley  says.  "Our 
technology  is  entirely  different." 
Union's  project  is  slated  for  startup  in 
mid- 1983,  mining  from  Union's 
20,000  acres  of  shale.  "Once  that 
plant  starts  operating  and  confirms 
itself,"  Hartley  explains,  "we'll  put 
100  million  barrels  of  oil  reserves  on 
our  books." 

What's  that  much  oil  worth?  The 
answer  is  anyone's  guess,  but  $1  bil- 
lion would  be  in  the  ball  park.  Not 
bad  for  a  middle-size  outfit  whose 
stockholders'  equity  is  presently 
around  $4  billion.  But  there's  risk, 
too.  Union  has  no  federal  guarantees 
on  its  capital  investment;  if  the  proj- 
ect flops,  it  would  be  a  heavy  but 
hardly  fatal  blow.  Isn't  calculated 
risk-taking  what  free  enterprise  is 
supposed  to  be  about?  ■ 


Exxon  may  think  shale  oil  and  synfuels  are 
dead,  but  here's  why  Union  Oil  of  Califor- 
nia doesn 't  think  so. 

Who  says 
shale  is  dead? 
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Americans  love  to  pick  on  the  big  guy. 
That's  why  Petro-Lewis'  capital  structure 
makes  more  political  sense  than  Mobil's. 


Making  the 
"rich"  pay 


By  William  Baldwin 


Come  next  January,  the  oil  in- 
dustry's small  producers  are 
due  to  get  a  windfall  of  sorts: 
an  exemption  from  windfall-profits 
tax  for  those  wells  that  put  out  fewer 
than  ten  barrels  a  day.  These  so-called 
stripper  wells  account  for  12.8%  of 
domestic  production,  and  the  tax 
break  will  be  worth  an  estimated 
$700  million  a  year.  It  comes  in 
addition  to  several  other  advantages 
for  small  producers,  worth  about  $2 
billion  a  year. 

But  how  small  is  small?  Compara- 
tively few  of  the  beneficiaries  would 
qualify  as  your  typical  small  business- 
man, or  even  as  the  swashbuckling 
wildcatters  Congress  presumably  in 
tended  to  help.  They  are  well  out- 
numbered by  a  group  of  small  pro- 
ducers who  wouldn't  know  a  roller  bit 
if  they  tripped  over  it:  several  hundred 
thousand  businessmen,  lawyers,  doc- 
tors, accountants  and  other  passive 
investors. 

How  did  these  outsiders  get  on  the 
bandwagon?  Through  oil  and  gas  part- 
nerships. Congress,  in  separating  big 
oil  from  small,  treats  partnerships  far 
more  gently  than  corporations.  A  cor- 
poration is  a  single  entity,  while  a 
partnership  is  seen  as  a  collection  of 
"partners,"  each  of  them  a  separate 
"producer."  Even  if  the  partner  is  a 
mere  security  holder  with  no  say  in 
the  business,  he's  defined  as  a  produc- 
er under  the  law.  Moreover,  the  line 
between  big  and  small  is  comfortably 
high:  1,000  barrels  a  day.  That's  an 
annual  $11  million  worth  of  oil  that 
each  partner  can  have  without  losing 
tax  benefits. 

All  of  which  helps  explain  the  great 
success  of  Petro-Lewis  Corp.,  a  fast- 


growing  Denver  firm  with  a  sophisti- 
cated capital  structure.  The  company 
has  been  aggressively  buying  produc- 
ing oil  and  gas  wells  and  now  controls 
properties  worth  over  $2  billion.  Only 
a  fourth  of  this  amount  shows  up  on 
its  balance  sheet,  however,  because 
the  majority  of  the  firm's  100,000 
investors  are  partners  rather  than 
stockholders.  The  partners  get  inter- 


ests in  wells  and,  wherever  available, 
the  associated  tax  breaks,  while  the 
company  makes  money  by  managing 
the  partnerships.  In  a  sense,  then, 
Petro-Lewis  buys  oil  properties 
wholesale  and  sells  them  retail — 
with  a  nice  markup  in  between. 
Over  the  past  five  years  Petro-Lewis' 
return  on  common  equity  has  aver- 
aged 36% ;  earnings-per-share  growth 
has  averaged  80%. 

Some  advantages  can  be  lost  if  a 


well  is  sold  after  it  reaches  produc- 
tion, but  the  potential  tax  breaks  of 
being  "small"  number  at  least  three. 
First,  there's  percentage  depletion, 
which  permits  a  small  producer  to 
claim  an  artificial  deduction — bearing 
no  relation  to  cost  recovery — equal  to 
18%  of  gross  income.  The  cap  of  1,000 
barrels  a  day  means  that  no  individual 
can  claim  more  than  about  $2  million 
a  year  in  percentage  depletion.  Next, 
for  small  producers  the  federal  excise 
tax  on  old  oil  (discovered  before  1979) 
is  50%  of  the  "windfall  profit,"  while 
for  major  oil  companies  the  rate  is 
70%.  The  difference  represents  a  sav- 
ing of  roughly  $3  a  barrel. 

The  stripper  exemption  will 
amount  to  as  much  as  $7  per  barrel 
and,  unlike  the  other  two  tax  breaks, 
it  has  no  1,000-barrel-a-day  ceiling.  A 
producer  need  only  show  that  he  has 
not  committed  certain  named  of- 
fenses, such  as  operating  large  refiner- 
ies or  too  many  filling  stations. 

Why  the  discrimination?  "It's  in- 
comprehensible," splutters  an  official 
at  the  American  Petroleum  Institute, 
the  lobbying  arm  of  the  big  oil  compa- 
nies. "It's  easier  to  pick  on  the  big 
boys,"  explains  Gary  Vogt,  an  oil  and 
gas  tax  expert  at  Peat,  Marwick, 
Mitchell  &  Co.  in  Houston.  Aware 
of  this,  the  independents  have  gone 
prospecting — quite  successfully — on 
Capitol  Hill. 

If  politicians  give  oil  well  partners 
special  treatment,  says  Larry  Wills, 
an  executive  vice  president  at  Petro- 
Lewis'  securities  marketing  arm, 
that's  because  "they're  trying  to  en- 
courage you  and  me  and  the  aver- 
age people  to  dedicate  a  portion  of 
our  resources"  to  energy  develop- 
ment. A  recent  paper  by  the  head  of 
Investment  Search,  an  Annapolis, 
Md. -based  firm  that  rates  oil  and  gas 
partnerships,  indicates  that  most 
partners  have  incomes  over 
$100,000.  Is  that  average?  Hardly, 
but  below  that  the  tax  benefits 
make  less  sense;  tax  breaks  are  not 
meaningful  to  people  who  pay  little 
in  taxes. 

There's  a  paradox  here.  The 
"small"  investor  the  tax  laws  favor  is 
probably  a  good  deal  richer  than  the 
typical  stockholder  who  owns  shares, 
directly  or  indirectly,  in  a  big  oil 
company.  But  that's  a  nicety  lost  on 
the  populist  creed  that  has  dictated 
the  development  of  the  U.S.  tax  code. 
Corporations  are  seen  chiefly  as  a 
source  of  revenue  that  will  lighten  the 
burden  on  the  people.  Maybe  Mobil 
and  the  other  big  boys  should  reorga- 
nize as  partnerships.  ■ 
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With  the  metal  in  another  down  cycle, 
Cornell  Maier  might  want  to  rename  his 
company  Kaiser  Chemical  &  Aluminum. 

No  more 
Mr.  Nice  Guy 


By  John  Merwin 

Right  now  Kaiser  Aluminum 
&.  Chemical  Chairman  Cornell 
Maier's  chief  asset  is  his  sense 
of  humor.  Eyes  misting  badly,  Maier 
explains  that  Oakland's  pollen-heavy 
air  brings  tears  to  his  eyes.  "I  didn't 
want  you  to  think  I  was  crying  over 
the  aluminum  business,"  he  cracks. 
Perhaps  he  ought  to  be. 

On  Apr.  27,  S3. 2  billion  (sales!  Kai- 
ser slashed  its  quarterly  dividend 
from  35  cents  to  15  cents,  the  first  cut 
in  a  decade.  Maier  is  forecasting  a 
third  consecutive  quarter  of  losses  in 
what  could  become  the  company's 
first  deficit  year  in  its  36-year  history. 
Kaiser  lost  $25  million  in  the  first 
quarter  on  S766  million  in  sales.  In 
the  last  18  months,  eight  years  of 
work  to  improve  Kaiser's  debt  ratio 
went  down  the  tubes,  as  borrowings 
pushed  debt  to  45%  of  capitalization. 
And  Kaiser's  stock  is  selling  at  12,  a 
65%  discount  from  its  book  value  of 
$34  a  share. 

Small  wonder.  Kaiser's  smelters  are 
operating  at  64%  of  capacity,  inven- 
tory is  badly  swollen  and  the  com- 
pany is  losing  money  on  every  pound 
of  aluminum  it  sells.  A  big  problem, 
of  course,  is  end  markets — autos  and 
housing — but  an  even  bigger  one  is 
the  host  of  foreign  government-con- 
trolled suppliers  of  raw  aluminum. 
Their  output  has  led  to  world  over- 
supply  of  the  metal — last  year  produc- 
tion ran  13%  ahead  of  demand — and 
prices  below  50  cents  a  pound,  rough- 
ly half  of  the  1979-80  peak. 

But  Maier,  a  gentlemanly,  57-year- 
old  engineer,  refuses  to  alibi.  "I  don't 
think  our  present  depressed  condition 
is  the  fault  of  smaller  producers,"  says 
Maier.  "I  think  it's  the  major  produc- 
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Kaiser  Chairman  Cornell  Maier 


Facing  first  losses. 


ers  who  have  been  irresponsible  and 
caused  all  the  chaos." 

Howso?  Maier  won't  spell  it  out,  but 
he  does  decry  those  who  took  advan- 
tage of  the  boom  two  years  ago  by 
selling  above  the  posted  price.  Tradi- 
tionally, big  companies  sold  only  at  a 
posted  price  that  was  below  the  spot 
market  price  in  boom  times  and  above 
it  in  down  cycles. 

But  during  the  boom,  spot  prices 
shot  to  98  cents  a  pound,  and  some  of 
Kaiser's  competitors  sold  aluminum 
well  above  the  76-cent  posted  price.  "I 
don't  believe  that's  an  ethical  way  of 
doing  business,"  says  Maier,  Kaiser's 
CEO  since  1972.  He  did  not  join  com- 
petitors, even  though  each  1-cent  in- 
crease in  the  price  was  worth  about  5 1 
cents  per  share  pretax.  "We  may  be 
one  of  the  few  companies  in  the  world 
that  never  sold  above  the  posted 
price,"  says  Maier  proudly. 

His  reward?  Today  Kaiser  is  selling 


aluminum  to  its  loyal  customers  at  55 
cents  a  pound,  while  the  spot  price  is 
48  cents.  Noble  as  Kaiser's  intention 
may  have  been,  it  doesn't  take  a  ge- 
nius to  see  that  Kaiser  looks  naive,  in 
some  sales  having  sacrificed  22  cents 
a  pound  on  the  upside  to  gam  an  addi- 
tional 7  cents  on  the  down.  Even 
Maier  concedes  that.  "Maybe  we 
should  have  posted  our  price  at  85 
cents,"  he  says.  "Next  time  we'll  be 
more  thoughtful." 

Next  time,  in  fact,  Kaiser's  business 
will  be  more  nonaluminum.  Unlike 
Alcoa,  Reynolds  and  Alcan,  fourth- 
ranked  Kaiser  already  has  significant 
interests  in  such  unrelated  fields  as 
industrial  chemicals,  real  estate,  agri- 
cultural chemicals  and  refractories — 
the  bricks  that  line  high-temperature 
industrial  ovens.  Its  industrial  chemi- 
cals include  a  variety  of  highly  profit- 
able specialties — corrosion  preven- 
tives for  boilers,  for  example — which 
brought  the  company  29%  of  earnings 
last  year  on  only  7%  of  sales.  Overall, 
the  diversified  businesses  contribute 
28%  of  sales  and  28%  of  earnings  in  a 
normal  year.  Maier  intends  to  make 
them  50%  of  each  before  the  end  of 
the  decade. 

Meanwhile  he  is  concentrating  on 
productivity  improvements  in  alumi- 
num, where  Kaiser's  10%  average  re- 
turn on  invested  capital  looks  decid- 
edly anemic  against  its  14%  current 
cost  of  capital.  But,  says  Maier,  Kaiser 
will  upgrade  only  where  its  union,  the 
highly  paid  United  Steelworkers, 
agrees  to  productivity  changes.  At 
Kaiser's  Spokane,  Wash,  rolling  mill, 
Kaiser  recently  agreed  to  spend  S200 
million  in  exchange  for  an  eventual 
40%  work  force  reduction.  Kaiser  is 
also  moving  away  from  building  ma- 
terials and  investing  in  noncyclical 
markets,  such  as  the  aluminum  cans 
that  are  the  only  bright  spot  in  the 
current,  unprecedented  slump.  Kaiser 
is  fighting  to  hold  its  can  market  posi- 
tion against  industry  leader  Alcoa. 

Can  Kaiser,  apparently  awakened 
by  the  jolting  losses,  become  more 
aggressive  in  cans,  shape  up  its  alumi- 
num operations  and  broaden  its  diver- 
sification? At  roughly  S300  million  in 
a  normal  year,  it  has  the  cash  flow. 
The  question  is  whether  it  has  the 
management  and  the  will.  Cornell 
Maier  characteristically  makes  no 
boasts,  but  he  is  confident  enough  to 
reply  with  humor:  "I'm  optimistic  be- 
cause everybody,  including  me, 
thinks  things  are  going  to  be  bad  for 
quite  a  while,"  he  quips.  "I'm  hoping 
history  will  repeat  and  we'll  be  as 
wrong  as  we've  been  m  the  past."  ■ 
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Bill  Black  has  had  a  good  run  over  the  last 
60  years,  but  his  one-man  rule  over  Chock 
Full  O'Nuts  has  left  a  power  vacuum  that 
outsiders,  among  them  Jerry  Finkelstein, 
are  now  threatening  to  fill. 

Chock  full 
o'woes 


By  Richard  Phalon 


William  Black  turns  80  in 
the  next  couple  of  weeks, 
and  in  all  the  60  years  since 
he  opened  the  first  Chock  Full  O'Nuts 
shop  in  the  basement  of  a  Times 
Square  office  building,  there  has  never 
been  the  slightest  doubt  about  who 
was  boss. 

No  detail  was  too  small. 
Black  edited  the  advertising 
copy,  dreamed  up  the  promo- 
tion ideas  and  jockeyed  his 
chain  of  fast-food  stores  into 
long-term  leases  on  some  of  the 
best  corner  locations  in  Man- 
hattan. The  same  painstaking 
attention  to  detail  bootstrapped 
Chock  Full  coffee  into  one  of 
the  nation's  bestselling  premi- 
um brands.  Black,  recalls  an  as- 
sociate, knew  exactly  what  he 
wanted — and  always  insisted  on 
getting  it. 

Advertising  agencies  came 
and  went.  The  presidents  who 
were  supposed  to  share  Chair- 
man Black's  operating  burden 
came  and  went,  too — seven  of 
them  (including  Black)  in  one  ten- 
year  period  alone.  A  largely  inside 
board  that  includes  Black's  third  wife, 
a  singer  who  does  the  Chock  Full  TV 
commercials,  was  a  kind  of  window 
dressing  for  what  in  effect  had  become 
Bill  Black's  tight  little  island. 

Now,  for  the  first  time  ever,  Black 
is  facing  a  determined  challenge  to  his 
authority  from  the  outside.  It  has 
come  in  the  form  of  a  threatened 
proxy  fight  from  a  group  headed  by 
Jerry  Finkelstein,  a  savvy,  onetime 
newsman  and  publicist  who  knows 
opportunity  when  it  knocks.  The 
group  has  accumulated  about  6%  of 
Chock  Full,  mainly  on  margin,  at  an 
average  cost  of  about  $8  a  share.  With 
the  stock  now  around  14,  apparently 


Tfje  Blacks  at  their  wedding  in  1962 
Page  Black  promoting  "heavenly  coffee" 
Thanks  to  the  "landlord  killer,"  a 
Manhattan  real  estate  play. 

on  the  prospect  of  a  fight,  Finkel- 
stein's  purchasing  power  has  im- 
proved considerably  on  market  action 
alone.  Bill  Black  is  up  against  a  formi- 
dable opponent. 

Jerry  Finkelstein's  main  business 
base  is  as  chairman  and  major  stock- 
holder in  Struthers  Wells  Corp., 
which  last  year  grossed  $78.1  million 
on  a  line  of  heat  exchangers  and  steam 
generators  (see  box,  p.  38).  Finkelstein, 
66,  also  has  entree  into  the  legal  com- 
munity through  his  control  of  the  New 
York  Law  Journal  and  National  Law 


Journal,  but  is  probably  best  known 
for  his  long  years  as  a  middleman  and 
rainmaker  in  New  York  politics.  He 
has  some  of  the  traits  typical  of  the 
breed.  He  worries  a  lot  about  image, 
drops  a  lot  of  names  and  spends  a  lot 
of  time  at  "21." 

Over  the  years,  though,  Finkelstein 
has  learned  a  lot  about  real  estate 
through  membership  on  such  dispa- 
rate bodies  as  the  New  York  City 
Planning  Commission,  the  Port  Au- 
thority and  the  Rockefeller  Center 
board  of  directors.  It's  all  germane.  On 
one  level,  thanks  to  the  shrewdness 
with  which  Bill  Black  has  played  the 
leasing  game,  Chock  Full  itself  is  a 
play  in  Manhattan  real  estate. 

All  26  company-owned  restaurants, 
purveyors  of  items  like  $1.10  nutted 
cheese  sandwiches  and  90-cent  hot 
dogs,  are  tucked  into  high-density 
areas.  There  are  four  Chock  Fulls  on 
the  stretch  of  Broadway  between  34th 
and  39th  streets,  for  example,  and  five 
on  Madison  Avenue  between  40th 
and  54th  streets.  Most  of  the  locations 
are  on  long-term  lease  at  gener- 
ally low  rents.  "Bill  Black  just 
killed  landlords,"  says  one  man 
who  has  studied  the  business. 

The  lease  at  54th  and  Madi- 
son, for  example,  an  easy  wood 
shot  from  the  new  IBM  and 
AT&T  high  rises,  has  37  years 
to  go.  Black  pays  a  ludicrous  $15 
a  square  foot  for  3,000  feet  of 
restaurant  space,  according  to 
one  knowledgeable  source,  and 
subleases  the  other  six  stories  in 
the  building  short  term  to  other 
tenants.  He  has  first  call  on  the 
air  rights,  and  anyone  who 
wants  to  build  on  the  site  has  to 
deal  with  Black  as  well  as  the 
landlord. 

Much  the  same  kind  of  glit- 
tering potential  applies  to  the 
Chock  Full  location  on  lower  Broad- 
way near  Exchange  Place.  But  that's 
not  all.  Chock  Full  owns  another  one- 
story  structure  on  lower  Broadway  op- 
posite bustling  Federal  Plaza.  There 
are  three  other  tenants  in  the  building 
besides  the  restaurant.  It's  assessed  at 
$540,000  and  probably  could  be  sold 
for  at  least  three  times  that  amount. 
Then  there  are  the  coffee-roasting 
plant  in  Queens  and  the  bakery-com- 
missary on  2.4  acres  in  Secaucus,  N.J., 
not  far  from  the  Lincoln  Tunnel  and 
hard  by  a  major  interchange  on  the 
New  Jersey  Turnpike. 

What  is  it  all  worth?  A  lot  more 
than  is  reflected  in  the  price  of  the 
stock.  Chock  Full's  plant  and  equip- 
ment is  on  the  books  for  $12.1  mil- 
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lion,  and  Black  has  told  shareholders 
it  would  cost  "that  much  or  more"  to 
replace  the  Secaucus  bakery  alone. 

Real  estate  values  aside,  the  com- 
pany is  loaded  with  cash — some  $7.3 
million  at  the  end  of  last  fiscal  year, 
plus  the  proceeds  on  the  recent  sale  of 
almost  S2  million  worth  of  AT&T 
common.  It's  easy  to  see  why  Jerry 
Finkelstein  thinks  Chock  Full  is  a 
good  buy.  The  company  has  a  superb 
brand  name  and  a  great  marketing 
base  in  both  the  coffee  and  restaurant 
businesses.  Over  the  last  four  years, 
unfortunately,  none  of  that  great  po- 
tential has  translated  into  growth. 

In  1978  Chock  Full  grossed  S130.9 
million  and  earned  S4.9  million.  In  the 
fiscal  year  ended  last  July  31  the  com- 
pany grossed  SI  18.7  million — about 


the  same  as  the  year  before — and  net- 
ted $3.2  million.  It  seems  clear  that  at 
least  some  of  the  company's  troubles 
trace  to  Bill  Black's  management 
style.  A  disastrous  excursion  into  the 
beer  business  through  the  purchase  of 
Rheingold  Breweries  cost  Chock  Full 
$26  million  in  pretax  losses  between 
1974  and  1977  before  the  business  was 
sold.  Even  Black  concedes  that  was  a 
"fiasco."  Not  long  after,  Black  jetti- 
soned another  president — one  who 
had  managed  to  hang  on  to  the  job  for 
an  unparalleled  eight  years — and  again 
took  over  the  title  himself. 

There  is  a  serious  question  now 
about  how  much  pressure  Bill  Black 
can  handle.  He  has  not  been  visible 
around  Chock  Full  for  some  time.  His 
wife  of  20  years,  Page  Black,  heatedly 


Finkelstein's  empire 


Jerry  Finkelstein,  businessman, 
is  less  well  known  than  lerry 
Finkelstein,  politician,  but  it's  a 
combination  of  real  estate  and  se- 
curities that  supports  a  comf  ortable 
though  not  ostentatious  lifestyle:  a 
triplex  apartment  on  Park  Avenue; 
an  art  collection  that  includes  a 
Braque,  a  Chagall,  a  Modigliani. 

Finkelstein's  most  visible 
sources  of  income  are  the  salaries 
he  draws  as  chairman  of  ABC  In- 
dustries, which  publishes  his  two 
law  journals,  and  of  Struthers 
Wells,  the  heat  exchanger  and 
steam  generator  producer.  These 
amounted  to  a  total  of  some 
$430,900  last  year  ($85,000  and 
$345,900  respectively),  not  includ- 
ing the  $27,300  Struthers  laid  out 
for  such  perks  as  club  and  auto 
expenses  and  the  services  of  a  part- 
time  driver. 

Finkelstein  has  done  well,  but  he 
is  no  more  immune  to  mistakes  or 
the  vagaries  of  the  business  cycle 
than  any  other  entrepreneur.  Take 
ABC  Industries.  Jerry  Finkelstein 
personally  controls  40%  of  the 
company — a  block  of  stock  that  at 
the  current  bid  of  75  cents  a  share 
is  worth  a  little  under  $400,000. 
ABC  ran  deficits  in  1979  and  1980, 
apparently  because  of  heavy  start- 
up costs  on  the  newly  launched 
National  Law  Journal  and  turned  a 
modest  profit  last  year  largely  be- 
cause of  a  gain  on  the  sale  of  some 
land.  The  company's  margins  will 
presumably  improve  as  the  Nation- 
al Law  Journal's  circulation  and  ad 
linage  improve,  but  the  psychic 
benefits  of  being  in  publishing 


New  York  rainmaker  jerry  Finkelstein 
Invading  Black's  little  island? 

probably  mean  more  to  Jerry  Fink- 
elstein than  the  bottom  line. 

The  bottom  line  at  SW  is  some- 
thing else.  Reliance  on  utility  and 
process  industries'  customers 
makes  Struthers  highly  cyclical, 
and  the  company  took  a  S5  million 
writeoff  last  year  on  an  82%- 
owned  oil  development  company 
that  has  been  chewing  up  large 
amounts  of  capital  with  no  con- 
spicuous success  so  far.  Like  most 
energy-oriented  stocks,  Struthers 
Wells  has  been  hard  hit  in  a  market 
dive  that  has  cut  deeply  into  the 
value  of  Jerry  Finkelstein's  hold- 
ings. At  this  year's  high  of  16'  4,  the 
204,600  shares  of  SW  he  owns  di- 
rectly were  worth  S3.3  million.  At 
the  current  price  of  4,  they  are 
worth  some  $818,400.— R.P. 


dismisses  concern  about  Black's 
health  to  "rumors  spread  by  Jerry  Fin- 
kelstein." She  adds,  though,  that 
Black  had  a  leg  operation  "quite  a  few 
months  ago  and  has  trouble  walking. 
He  prefers  to  work  at  home." 

Last  December,  within  three  weeks 
of  the  report  that  the  Finkelstein 
group  had  acquired  more  than  5%  of 
the  company,  Black  passed  the  presi- 
dency to  a  new  man,  Dr.  Leon  Pordy. 
Pordy,  62,  owns  80,000  shares  of 
Chock  Full,  has  been  a  director  since 
1976  and  is  the  Black  family  cardiolo- 
gist. He  had  been  executive  vice  presi- 
dent of  Chock  Full,  in  charge  of  corpo- 
rate development,  for  a  two-year  peri- 
od in  which  he  also  pursued  his 
primary  career  as  an  attending  physi- 
cian at  Mt.  Sinai  Hospital  and  taught 
in  its  medical  school. 

How  much  time  is  Dr.  Pordy  giving 
to  medicine  these  days  and  how  much 
to  Chock  Full-  The  company,  like 
Jerry  Finkelstein,  isn't  talking  to  re- 
porters, but  Page  Black  says  Dr.  Pordy 
is  practicmg  only  "on  a  consulting 
basis"  now.  She  adds  that  "Bill  made 
him  president  because  he  has  such  a 
good  business  head." 

Jerry  Finkelstein  has  pointedly  said 
in  his  proxy  material  that  he  wants  to 
talk  with  Chock  Full  about  such  top- 
ics as  "the  stability  and  adequacy  of 
management."  The  only  response  so 
far  has  been  the  announcement  that 
Chock  Full  is  manning  the  parapets.  It 
has  retained  the  investment  banking 
firm  of  Lazard  Freres  and  the  law  firm 
of  Fried,  Frank,  Harris,  Shnver  &.  Ja- 
cobson  as  special  counsel.  Both  those 
firms,  of  course,  have  logged  a  lot  of 
time  in  the  takeover  trenches. 

Depending  on  how  badly  threat- 
ened Bill  Black  feels,  he  has  several 
obvious  defense  options:  merger  with 
a  white  knight;  an  acquisition  of  his 
own  aimed  at  diluting  the  Finkelstein 
interest;  a  tender  offer  that  would 
take  him  out  at  a  price. 

All  of  that  is  disruptive,  though. 
Chock  Full  is  almost  a  business 
school  case  study.  What  it  really 
needs  is  the  kind  of  management  it 
takes  to  build  on  the  base  of  Bill 
Black's  tight  little  island.  Finkel- 
stein'^ fnends  say  he  is  asking  ques- 
tions like:  Why  not  a  much  broader 
franchising  operation-  Why  not  a  line 
of  related  products — mustard,  hot 
dogs,  ice  cream  or  yogurt — to  capital- 
ize on  the  niche  the  Chock  Full  brand 
already  has  in  supermarkets-  Noth- 
ing in  the  past  suggests  that  Jerry  Fin- 
kelstein is  a  marketing  genius,  but  his 
rap  on  the  door  is  a  salutary  reminder 
of  a  hard  truth.  Time  has  a  way  of 
creeping  up  on  founding  fathers  who 
overstay  the  course.  ■ 
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THE  FUTURE  IS  COMMUNICATIONS. 
NTEL  IS  THERE  ALREADY 


No  matter  how  hard  you  Iook,  you  won't  find  an 
stry  with  a  greater  or  more  assured  potential  for 
e  growth  than  communications. 
No  matter  how  hard  you  look,  you  won't  find  a 
oany  in  a  better  position  to  participate  in  that 
'th,  than  Centel. 

In  recent  years,  Centel  has  established  itself  in 
egic  positions  throughout  the  communications 
stry. 

(That  broadening  of  company  activity,  incidentally, 
ly  Centel  has  just  changed  its  name  from  "Central 
ohone  &  Utilities"  to  "Centel  Corporation!') 
Today,  Centel  is  one  of  the  largest  independent 
:eters  of  business  telephone  equipment  in  the  U.S. 


We  're  one  of  the  nation 's  leading  operators  of  cable 
television  networks. 

We're  actively  involved  in  the  manufacturing  and 
supply  of  a  wide  range  of  communications  equipment. 

And  we  operate  a  multi-state  telephone  system. 

If  you're  in  search  of  a  company  with  a  future,  take 
a  close  look  at  Centel. 

The  future  is  communications. 

And  Centel  is  there  already. 


CENTEL 


of  our 
ase  write: 


What  if  you  chos 

as  a  busines 


HP  can  be  your  personal 
computer  partner,  too! 

A  growing  family  of  personal  com- 
puters is  available  through  HP's  net- 
work of  qualified  dealers,  or  through 
HP's  computer  sales  organization. 

For  example: 

The  new  HP-87,  with  enhanced 
BASIC,  up  to  544K  bytes  of  user 
memory,  and  dynamic  graphics  ca- 
pabilities, can  handle  large  com- 
puting tasks  and  present  the  data 


Li  V 

io  t 


"At  Sunshine  Biscuits' 
executive  office,  an 
HP  computer  manage 
marketing  data  and  cu 
DP  costs  by  54%." 

Hydrox  cookies,  Krispy  crack 
and  Cheez-It  snacks  are  just  a 
of  the  products  baked  by  Sun 
Biscuits,  Inc.  At  their  N.Y.  he; 
quarters,  MIS  Director  Leona 
Hendrickson  says,  "We  use  a 
work  of  seven  HP  3000  compi 
manage  our  nationwide  mark 
data  base  and  assist  managen 
with  sales  and  financial  analy 

"With  HP's  communication  li 
providing  immediate  access  ti 
from  remote  locations,  we're ; 
ating  sales  reports  35  percent 
than  before.  In  addition,  we'\ 
duced  program  development 
by  40  percent. 

"Eliminating  the  need  for  out 
computer  support  has  cut  he< 
quarters  DP  costs  alone  by  54 
cent,  bringing  us  a  return  on  i 
original  investment  within  th 
years." 


ii:=m 

in  easily  understood  charts  and 
graphs.  Extensive  software  offer- 
ings are  availablefrom  HP,  as  well 
as  a  CP/M&  system  module  which 
opens  the  HP-87  to  an  extensive 
repertoire  of  software  solutions. 
A  wide  range  of  peripherals  gives 
your  personal  computing  needs  un- 
limited expression:  a  new  color  plot- 
ter; printers;  and  versatile  mass 
storage  including  a  new  Winchester 
hard  disc  drive  and  flexible  disc 
drives.  Altogether,  the  HP-87  is  a 
new,  high-performance,  highly  af- 
fordable personal  computer  system. 


lewlett  -  Packard 
Miiputer  partner? 


At  George  S.  May 
International,  HP 
personal  computers 
reduce  data  analysis 
time  by  more  than  70%." 

George  S.  May  International,  a 
management  consultant  firm,  has 
provided  management  expertise  to 
over  265,000  businesses  in  the  U.S., 
Canada,  and  Europe. 
From  company  headquarters  in 
Park  Ridge,  Illinois,  President  Ray 
Margolies  explains,  "One  function 
we  perform  involves  a  comprehen- 
sive evaluation  of  each  client's  busi- 
ness operation.  Using  HP-85 
personal  computers,  we  reduced 
our  analysis  time  per  project  by 
more  than  70  percent  while  assur- 
ing accuracy  for  our  clients'  profit- 
making  decisions. 
"The  HP-85  provides  a  compact  tool 
our  people  can  carry  with  them  to 
client  offices.  Based  on  the  quality 
and  productivity  increase  we've 
seen,  we  now  plan  to  equip  each 
member  of  our  staff  with  an  HP-85 
— a  purchase  of  several  hundred 
additional  systems." 


125,  specifically  designed 
msiness  office,  offers  versa- 
lagement  software,  graph- 
impressive  word  processing 
ties  to  users  who  are  not 
er  specialists.  Through  in- 
ns displayed  on  its  screen,  it 
:he  user  through  procedures 
step.  As  part  of  a  distributed 
;  network,  it  can  also  com- 
te  with  large  computers, 
h  its  CP/M  operating  sys- 
2  HP  125  offers  access  to 
ds  of  software  programs. 

gistered  trademark  of  Digital  Research,  Inc 
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When  performance  must 
be  measured  by  results 


More  good  reasons  to 
consider  a  working 
partnership  with  HP. 

For  more  information  on  these  per- 
sonal computer  systems,  write  to 
A. P.  Oliverio,  Vice-President,  Mar- 
keting, Dept.  204,  Hewlett-Packard 
Co.,  3000  Hanover  St.,  Palo  Alto, 
CA  94304. 


TBI HEWLETT 
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"How  can  I  explain  it  to  you?"  asks  crack 
trial  lawyer  Lawrence  Charfoos.  "I'm  un- 
der constant  attack. ..." 


Crying  all  the  way 
to  the  bank 


By  John  A.  Byrne 


ffc.MN  AND  SUFFERING,  Scribbles 
"Larry  Charfoos  on  the  drawing 
board  as  a  federal  trial  lury  stares 
intently  in  hushed  silence.  "Disabil- 
ity." His  red  felt-tip  marker  squeaks. 
"Humiliation."  Before  jotting  down 
suggested  damages  beside  each  cate- 
gory, Charfoos  reminds  the  jurors 


with  calculated  theatricality  of  his 
client's  scars,  disfigurement,  depres- 
sion, anxiety  and  her  inability  to  bear 
children — all,  he  says,  the  result  of  a 
drug  called  DES  her  mother  took 
about  25  years  ago.  Charfoos  pauses 
and  then  asks  for  a  S3  million  verdict 
agamst  White  Laboratones.  The  de- 
fense counsel  argues  for  $350,000. 
The  lury  awards  $800,000. 


Another  victory  for  Charfoos,  one 
of  the  nation's  top  personal  lniury  at- 
torneys? Not  quite.  Almost  three  i 
years  later  the  case  is  still  bogged 
down  in  appeals  and  retrial.  Mean- 
while, Charfoos  was  indicted  for 
cnminal  contempt  for  the  excessively 
graphic  detail  he  used  on  two  occa- 
sions, which  caused  two  mistnals, 
and  for  breaking  a  gag  order  by  telling 
a  reporter  that  the  suspected  cancer- 
causing  drug  DES  m  the  case  was  the 
equivalent  of  thalidomide,  the  seda- 
tive lmked  to  homfic  birth  defects. 

Although  the  charges  were  dis- 
missed, Charfoos  had  to  hire  a  lawyer 
to  defend  himself.  That  galled  him: 
"He  charged  me  not  by  the  hour,  but 
by  the  client,  and  it  came  to  tens  of 
thousands  of  dollars — just  about  what 
it  would  cost  to  defend  a  middle-class 
murderer.  "  he  protests. 

A  tall,  toothy  man  with  wavy  black 
hair  and  military  bearing  who  is  par- 
tial to  stuffing  gaudy  red  handker- 
chiefs m  the  breast  pocket  of  his  pin- 
stripe suits,  Charfoos  is  Michigan's 
biggest  "hit  man."  Typically  his  vic- 
tims are  doctors,  hospitals  and  Forbes 
500s  corporations.  His  success  m  the 
courtroom  has  made  him  an  eight- 


Attorney  Larry  Charfoos  in  bis  Detroit  office 

"I  don't  consider  that  notorious.  I  consider  that  socially  desirable,  sir!' 


42 


FORBES  MAY  24,  1982 


The  high-yield  Life  policy  I  recommend  to  clients  is 
the  one  I  bought  for  myself.  The  Hartford's  Solution/' 


Frank  Korby  C7W  Mi  Kinney,  Texas 


le  SolutionSM  is  the  revolutionary  universal  life  insuranc  e  polic  y  from 
ne  Hartford.  It  gives  you  the  permanent  protection  and  tax  advantages*  of 
/hole  Life,  lets  you  adjust  your  coverage  and  premium  payments  as  your 
Beds  change,  and  currently  earns  12%**  on  <  ash  value  ovei  $1,000. 

Find  out  why  financial  advisors  across  the  country  are  recommending  - 
nd  buying-The  Solution.  For  a  free  booklet  whic  h  explains  polic  y  Icatures 
nd  charges  you'll  want  to  understand  before  buying,  mail  this  coupon 
Or  call  an  independent  agent  who  represents  1  lie  I  l.irttord 

ftsa^j  ■  Killing  have  been  requested  from  the  IKS  on  ih<  ome  lax  trealmenl 
<Z  *'Zs-  <  [  his  t  ur  renl  interest  rate  is  guaranteed  i»r  th<-  iirsi  poli<  \  yeai 
iereafter,  the  rate  may  rise  or  fall  periodic  ally  based  on  anticipated 
onetary  conditions  but  will  never  drop  below  47,  Cash  value  up 
$i  ooo  and  <  .ish  value  on  lo.m  e.irn  interest  .it  the  4fl  rate 


Bailable  in  mosl  states 


BUSINESS 
HOME 
AUTO 
LIFE 


et  us  protect  your  world.  THE  HARTFORD 


,  ,  .,    ,  I-  5/24/82 

I  l.irttord  Life  Insur.inc  c  (  omp.iny 
Sales/Marketing 
RO.  Box  320 
Windsor,  Conn.  06095 

I'd  like  lo  know  more  about  I  he 
SolutionSM,  I  lie  I  lartford's  revolutionary 
universal  lite  insur.inc  c  polic  y. 
I'le.ise  send  me  «i  tree  booklet. 


Name 


Address  

City  


St.ile_ 


Zip 


Phone  No.  (I  lome). . 
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figure  multimillionaire  who  brings 
home  between  S 400,000  and  S 500,000 
in  an  off  year. 

Charfoos.  46,  is  no  ambulance  chas- 
er. Ever  since  he  reeled  in  a  SI.7  mil- 
lion verdict  for  an  injured  client  in 
1972,  making  him  the  first  attorney  in 
the  state  to  win  more  than  a  million 
dollars  in  a  case,  would-be  clients 
have  lined  up  around  the  block  to 
secure  his  services. 

The  current  case  load  of  2,000  pend- 
ing files  at  Charfoos,  Chnstensen, 
Gilbert  fit  Archer,  P.C.  in  Detroit 
reads  something  like  a  bestseller  list 
of  litigation:  toxic  shock  syndrome, 
DES,  Ford  Pinto,  MGM  Grand  Hotel 
fire,  illegal  chemical  dumping.  The 
firm  boasts  nearly  350  cases  in  22 
states  against  drug  firms  that  made 
DES,  represents  more  than  30  plain- 
tiffs in  toxic  shock  syndrome  cases 
and  holds  one  of  the  largest  toxic 
waste  cases  on  record,  with  44  defen- 
dants including  Ford,  GM  and 
Chrysler. 

During  the  medical  malpractice  cri- 
sis of  the  early  1970s,  the  insurance 
industry  in  Michigan  had  a  standing 
joke  about  Charfoos.  "Whenever  a 
doctor  got  served  and  called  his  insur- 
ance company,  the  first  question 
they'd  ask  was  'Is  it  Charfoos?'  "  he 
says  with  a  loud,  cackling  laugh. 

They  had  a  special  category  for  me.  It 
meant  they  were  in  trouble. "  Then,  as 
if  addressing  a  jury,  he  adds  solemnly: 
"I  don't  consider  that  notorious.  I  con- 
sider that  socially  desirable,  sir!" 

For  all  the  bluster  he  brings  to  the 
courtroom  and  the  office,  Larry  Char- 
foos is  almost  modest  about  his  per- 
sonal investments.  "I've  never 
claimed  to  be  a  businessman,"  he 
says.  Indeed,  he  feigns  total  ignorance 
about  it.  Maybe  it  was  his  humbling 
foray  into  farming  a  few  years  ago.  On 
the  advice  of  a  client,  he  invested  m  a 
proiect  to  grow  soybeans  on  leased, 
underdeveloped  land.  "The  produc- 
tion didn't  equal  the  cost  of  the  fertil- 
izer," he  says  contemptuously. 

That  investment  disaster  ("Let's 
just  call  it  a  passing  moment"!  caused 
him  to  seek  out  the  services  of  the 
Motor  City's  favorite  broker,  David 
Stulberg.  Merrill  Lynch's  largest  retail 
producer.  '  This  guy  took  me  out  of 
the  stock  market  five  years  ago  and 
put  me  into  developmental  oil  and 
gas, "  says  Charfoos.  "We  had  an  awful 
good  return  on  that.  Recently  he  got 
me  into  some  railroad  bonds  that  just 
tripled  and  quadrupled  in  their  lever- 
age potential.  Just  super  stuff!" 

Flis  biggest  gains,  though,  have 


come  from  lawyering.  And  like  any 
astute  personal  injury  attorney,  Char- 
foos knows  that  much  of  that  success 
depends  on  image.  The  more  confi- 
dent and  affluent  he  appears,  the  easi- 
er it  is  to  pressure  people  into  hefty 
settlements.  Image-mongenng  is  im- 
portant because  only  5%  of  Charfoos 
cases  ever^go  to  trial.  "It's  no  different 
than  a  boxing  match,"  he  says,  swiv- 
eling  impatiently  from  left  to  right 
behind  a  massive  oval  desk.  "If  you're 
a  sloppy,  out-of-shape  guy  who's  not 
expected  to  go  more  than  five  rounds, 
they're  gomg  to  give  you  a  very  small 
purse.  It's  the  same  in  lawyering.  We 
are  paid  fighters." 

From  the  firm's  own  richly  appoint- 
ed offices,  which  occupy  the  entire 
40th  and  41st  floors  of  Detroit's  City 
National  Bank  Building,  to  Charfoos' 
own  let-setting  lifestyle,  the  carefully 
cultivated  image  is  always  that  of  a 
winner.  A  world  traveler  who  often 


"It's  no  different  than  a  box- 
ing match,"  says  Charfoos. 
"If  you're  a  sloppy,  out-of- 
shape  guy  who's  not  expect- 
ed to  go  more  than  five 
rounds,  they're  going  to 
give  you  a  very  small  purse. 
We  are  paid  fighters." 


hops  on  the  Concorde  to  Pans,  where 
he  has  an  apartment  on  rue  Leonard 
de  Vinci,  Charfoos  also  keeps  two 
yachts  with  a  crew  of  six  m  the  south 
of  France.  On  warm  summer  days  he 
used  to  jump  into  the  speedboat  at  his 
lakeside  home  m  exclusive  Grosse 
Pointe  Park  and  tool  up  the  Detroit 
River  to  Hart  Plaza  m  downtown  De- 
troit, where  he  would  be  met  on  spe- 
cial occasions  by  a  car  and  driver  for 
the  extra  three  blocks  to  his  office.  In 
a  moment  of  mattention  he  piled  the 
boat  into  a  buoy  last  year,  however,  so 
this  summer  Charfoos  will  have  to 
make  do  with  his  Mercedes. 

In  his  office,  surrounded  by  original 
Picasso  and  Matisse  lithographs,  he 
describes  his  courtroom  strategy.  He's 
not  a  spellbinding  orator  or  a  grand- 
standing trickster.  No,  he  says,  the 
age  of  Clarence  Darrow  s  forensic  ora- 
tory is  over,  as  is  Melvin  Belli  s  era  of 
demonstrative  evidence.  This  is  the 
age  of  the  technocrat,  and  Charfoos 
thinks  he  has  it  down  to  a  science. 

"I  was  Clarence  Darrow  in  my 
mind  when  I  was  eight  years  old,"  he 
says,  "but  when  I  began  practicing 
law  I  concluded  that  fact  control  was 
more  important  than  forensic  flam- 
boyancy.  What  you  see  here  is  a  team 
practice  that  meets  all  modern  prob- 


lems^— technological,  scientific  and 
medical.  We  are,  in  fact,  sophisticated 
fact  gatherers." 

Several  of  Charfoos'  colleagues  are 
what  he  calls  "double-talented"  or 
"double-degreed."  Martin  Fealk,  who 
handles  product  liability  cases,  for  ex- 
ample, also  holds  a  master's  degree  in 
engineering.  Sharon  Lutz,  who  takes 
cases  involving  birth  injuries  and 
brain-damaged  children,  is  a  regis- 
tered nurse.  Chuck  Nichols,  who  han- 
dles liability  cases  against  drug  com- 
panies, was  a  practicing  biochemist  in 
the  pharmaceutical  industry.  Special- 
ization is  all-important.  One  lawyer, 
for  instance,  gets  the  orthopedic  and 
dental  malpractice  suits,  while  an- 
other handles  all  the  sexual  abuse 
cases.  "You'd  be  surprised  how  many 
psychiatrists  and  doctors  abuse  their 
patients,"  says  Charfoos. 

The  backbone  of  the  practice  is  the 
huge  support  staff  that  gathers  the 
scientific  studies  and  research  for 
each  case.  The  Charfoos  team  now 
numbers  76,  a  staff  that  includes  18 
lawyers,  9  full-time  law  clerks.  5  para- 
legals and  2  paratechmcs,  one  a  nurse. 
Charfoos  says  the  group  bnngs  m 
"something  under  S10  million  a 
year" — a  far  cry  from  the  two-man 
partnership  he  formed  with  his  father 
m  1967  which  grossed  S90.000  a  year. 
The  staff,  which  utilizes  an  ui-house 
computer  for  bibliographic  search  of 
files,  already  is  working  on  such  to- 
pics as  gene  splicing  and  test  tube 
babies  m  hopes  that  they  may  become 
the  hot  areas  of  litigation. 

Charfoos  can  boast  that  he  wms  or 
settles  to  his  clients'  satisfaction 
more  than  90%  of  the  cases  he  ac- 
cepts, because  the  law  firm  as  a  gener- 
al rule  will  not  take  a  case  unless  an 
mdependent  outside  expert,  such  as  a 
doctor  or  chemist,  agrees  that  the 
facts  m  a  case  constitute  some  wrong- 
doing. Another  more  important, 
benefit  is  that  70%  of  his  cases  are 
referred  to  the  firm  by  other  lawy  ers. 
"Our  average  reterral  lawyer  doesn't 
send  us  the  junk,"  says  Charfoos. 

They  screen  it  for  us.  So  it  has  some 
interest  and  quality  when  it  hits  my 
desk."  And  the  referral  lawyer  gets  a 
third  of  Charfoos'  fee  for  his  efforts. 

To  encourage  such  referrals.  Char- 
foos sends  out  quarterly  newslet- 
ters— assembled  by  an  outside  public 
relations  firm  that  also  deals  with  me- 
dia queries — to  about  700  lawyers  m 
Michigan  alone.  The  newsletter  re- 
ports on  recent  developments  in  ton 
law  and  tells  of  triumphs  by  the  Char- 
foos team.  One  recent  mailer  chroni- 
cled three  million-dollar  wins:  a  S3 
million  award  to  the  estate  of  a 
Chrysler  worker  killed  m  a  work  acci- 
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INVESTMENT 
IN  PURITY. 

When  assessing  the  true 
value  of  a  gold  investment, 
consider  the  question 
of  purity. 

The  Canadian  Gold  Maple 
Leaf  coin  is  exactly  one 

troy  ounce  of  solid 
unalloyed  gold,  999  fine. 

■ 

In  fact  its  purity  is  finer 
than  more  popular  coins. 

The  recognized  fineness  of 
the  Gold  Maple  Leaf  has 
contributed  substantially 
to  its  wide  acceptance 
among  knowledgeable 
investors,  who  also  know 
that  it  can  be  bought  and 
sold  easily. 

Having  made  the  decision 
to  add  gold  bullion  coins 

to  an  investment  portfolio, 
it  then  becomes  simply  a 
question  of  purity. 

To  buy  the  Canadian  Gold 
Maple  Leaf  call  toll  free 
800-331-1750,  (In 
Oklahoma  800-722-3600), 
and  we'll  tell  you  the  name 
and  number  of  your 
nearest  dealer. 


Charfoos  in  action 

"They  vilify  you;  they  swear  at  you;  they  may  you're  crooked,  and  no  good. 


dent;  a  $2.6  million  settlement 
against  a  doctor  and  hospital  due  to  a 
birth  delivery  accident  resulting  in  ce- 
rebral palsy  for  a  newborn;  and  a  $1.2 
million  settlement  for  the  innocent 
victim  of  a  police  chase  who  lost  his 
right  arm  and  the  use  of  the  lower  part 
of  his  body.  The  firm  typically  gets 
one-third  of  these  verdicts  or  settle- 
ments as  its  fee,  allowing  several  part- 
ners to  rake  in  as  much  as  a  million 
dollars  a  year  in  fees  for  the  practice. 

For  all  of  Charfoos'  talk  about  tech- 
nology and  fact  gathering,  he  still 
brings  what  some  call  "a  sense  of  the- 
ater" into  the  courtroom.  A  "video 
room"  at  the  law  firm,  for  instance,  is 
used  to  allow  Charfoos  to  bring  audio- 
visual techniques  into  the  courtroom, 
including  taped  depositions  and  "day 
in  the  life"  tapes  of  brain-damaged 
and  other  disabled  clients. 

"He's  more  of  an  actor  than  a  trial 
lawyer,"  grouses  one  defense  attorney 
who  has  sparred  with  him  in  a  court- 
room. "I  would  describe  him  as  a  frus- 
trated actor  who  uses  the  courtroom 
more  profitably  than  the  stage  he  has 
appeared  on." 

The  attorney  is  referring  to  a  three- 
year  stint  by  Charfoos  as  a  theatrical 
producer  in  Chicago  in  the  1960s. 
After  graduating  from  Wayne  State 
University  Law  School  in  1959,  Char- 
foos joined  his  father,  Sam,  a  former 
autoworker  turned  workmen's  com- 
pensation lawyer,  but  quickly  became 
bored  with  "workmen  comp  and  auto 
neg"  cases.  So  he  moved  to  Chicago  in 
1963  and  began  a  brief  fling  in  the 
theater,  producing  everything  from  a 
still-performed  version  of  Pinocchio  to 
The  Three-Penny  Opera.  But  Charfoos 
began  having  trouble  raising  money 
and  he  returned  to  Detroit  in  1967, 
dejected  and  broke.  That  same  year 
his  only  child,  a  seven-year-old 
daughter,  died  from  leukemia,  and  the 
first  of  his  two  marriages,  which  both 
ended  in  divorce,  began  to  fall  apart. 

He  rejoined  his  father,  who  has 
since  semi-retired,  and  began  taking 
on  some  of  the  new  medical  malprac- 
tice cases  coming  up.  "I  went  around 
to  other  lawyers  who  didn't  know 
how  to  handle  them  and  said  I  was  an 
expert,"  he  recalls.  "Then  I  went 
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about  the  business  of  trying  to  prove  I 
was  right."  His  first  big  case  pitted 
him  against  the  local  "dean  of  the 
medical  malpractice  defense  world" 
and  involved  an  alleged  injury  to  a 
woman's  hand  resulting  from  ortho- 
pedic surgery.  "That  was  the  battle  of 
my  life.  I  had  to  win  it,  boy  oh  boy.  I 
eventually  did  and  moved  on  from 
there."  How  much?  "Oh  well,  they 
killed  me  on  damages.  The  lady  was 
seen  by  some  of  the  jurors  pushing 
open  one  of  the  revolving  doors  in  the 
courtroom  with  her  bad  hand.  We  got 
only  $45,000,  but  it  was  still  a  victory 
in  a  very  hard  case,"  he  says. 

Of  course,  there  are  times  when  you 
are  dealt  what  Charfoos  calls  a  "wild 
card" — a  difficult  juror,  like  those 
with  good  vision,  or  a  difficult  judge, 
like  the  one  who  cited  him  for  crimi- 
nal contempt.  Then  there  was  the 
case  against  a  Detroit  surgeon  charged 
with  negligence.  "The  doctor  felt  so 
bad  about  his  patient,"  says  Charfoos, 
"that  he  got  up  and  started  crying.  I 
knew  we  were  going  to  win,  but  then 
the  jury  came  in  with  30  cents  on  the 
dollar  for  what  the  case  was  worth.  I 
said,  'Holy  malarkey,  what  went 
wrong  here?'  It  turns  out  we  had  a 
juror  who  said,  'The  doctor's  so  nice 
that  if  you  people  give  more  than 
$50,000,  I'll  vote  against  a  guilty  ver- 
dict and  we'll  have  a  hung  jury.'  " 

In  general,  Charfoos  plays  his  cards 
well.  "This  man,"  he  says,  "does  not 
get  many  surprises." 

But  don't  think  he  leads  an  easy  life. 
"Take  on  Eli  Lilly  in  a  DES  case,  you 
would  think  you  are  the  scum  of  the 
earth  for  having  gone  through  the 
business  of  being  born,"  he  says,  his 
eyes  getting  misty.  "How  can  I  ex- 
plain it  to  you?  I'm  under  constant 
attack.  There  is  somebody  out  there 
being  paid  $200  an  hour  to  prove  me 
wrong.  They  vilify  you;  they  swear  at 
you;  they  say  you're  crooked  and  no 
good.  Let's  face  it,  I'm  only  human, 
and  at  the  end  of  the  day,  man,  I'm 
sopped.  I'm  not  good  for  women,  for 
personal  things  or  for  heavy  thinking. 
I'm  just  going  home  to  put  a  bowl  of 
soup  in  the  pot  and  collapse  in  front  of 
the  television." 

What  jury  would  weep  for  him?  ■ 


Canada's  Gold 
Maple  Leaf. 

Royal  Canadian  Monnaie  royale 
Mmi  canadiennt? 


ONE  COMPANY  IS  HELPING 
TOMORROW  DAWN  TWICE  IN  THE  SAME  SKIES. 

THE  COMPANY  IS  GRUMMAN. 

In  wind  tunnels  and  on  test  stands,  new 
Grumman  aircraft  are  helping  move  the  future 
of  flight  into  the  present  in  two  different  ways. 

The  first,  called  Design  698,  will  take  off 
and  land  like  a  helicopter  and  fly  forward  with 
the  speed  of  a  plane.  With  two  turbofan  jet 
engines  and  nacelles  that  tilt  for  hover,  transi- 
tion, and  conventional  flight,  it  will  be  able  to 
operate  from  postage-stamp  airfields  as  well 
as  Navy  cruisers  and  destroyers.  Now  that  five 
thousand  hours  of  wind  tunnel  testing  -as  well 
as  simulators  and  radio-controlled  models  - 
have  proved  the  validity  of  Grumman's 
V/STOL  technology,  the  next  step  is  a  manned 
flight  demonstrator. 

With  Grumman's  leadership  reputation  in 
lightweight,  super-strong  composite  materials, 
we're  also  designing  and  testing  an  aircraft 
with  wings  that  sweep  forward  instead  of  back. 
Known  as  the  X-29A,  this  innovative  design 
will  do  a  lot  more  than  demonstrate  a  broad 
range  of  advanced  technologies.  It  will  reduce 
aerodynamic  drag,  improve  fuel  efficiency  and, 
with  its  lighter  weight  and  greater  maneu- 
verability, will  reach  a  new  plateau  for  high 
performance  aircraft. 

Providing  tomorrow's  aircraft  with 
capabilities  like  these  requires  a  host  of  tech- 
nologies, many  of  which  can  be  seen  in  the 
tactical  aircraft  Grumman  produces  today  -  the 
F-14,  A-6E,  E-2C,  EA-6Band  EF-111.  So 
whether  it's  keeping  today's  aircraft  preemi- 
nent or  making  tomorrow's  unmatched,  we 
have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 

GRUMMAN 


Most  are  under  30.  Some  are  still  in  high 
school.  The  best  are  becoming  millionaires. 


New  stars, 
new  firmament 


By  Kathleen  K.  Wiegner 

A crowd  of  youngsters  presses 
around  the  good-looking  young 
k  man  in  a  Santa  Clara,  Calif, 
restaurant.  They  are  bouncing  on  the 
balls  of  their  feet,  reaching  out  for 
autographs.  Billy  Joel?  Mick  Jagger? 
No.  The  new  superstar  is  David 
Crane,  28.  His  Laser  Blast  was  one  of 
last  year's  biggest  hits,  and  now  the 
kids  are  going  nuts  over  a  new  Crane 
release,  Freeway. 


The  kids  rave,  too,  over  Nasir  Ge- 
belli,  breathing  out  his  name,  Nasir. 
The  28-year-old  Gebelli  made 
$120,000  in  royalties  from  Gorgon, 
which  hit  the  market  a  year  ago.  Then 
there  is  John  Harris,  only  20  years  old, 
whose  Mouskattack  and  Jawbreaker 
will  bring  him  $300,000  this  year. 

Don't  know  the  tune,  you  say?  Wel- 
come to  the  bright  new  world  of  the 
video  game  stars.  Not  since  the  early 
days  of  rock  'n'  roll,  when  a  kid  with  a 
guitar  and  a  couple  of  songs  could 


walk  into  a  recording  studio  and  walk 
out  a  millionaire,  has  there  been  such 
an  opportunity  for  the  barely  out  of 
adolescence  entrepreneur.  Home 
computer  games  are  a  $1.2  billion 
business.  Last  year  4.5  million  home 
game  machines  were  sold  in  the  U.S., 
a  125%  increase  over  1980.  About 
10%  of  U.S.  households  with  TV  now 
have  a  game  console,  and  estimates 
are  that  that  percentage  will  be  up  to 
nearly  20%  by  the  end  of  this  year.  In 
addition  there  are  the  games  played 
on  personal  computers,  a  smaller  but 
also  growing  market.  Designing  the 
software  discs,  cartridges  and  cas- 
settes is  the  province  of  the  whiz  kids 
who  are  software's  superstars. 

Some,  like  James  Nitchals  and 
Barry  Printz,  start  working  on  their 
first  million  before  graduating  from 
high  school.  Nitchals  and  Printz,  both 
now  20  years  old,  are  the  owners  of 
Cavalier  Computer  Corp.,  a  Del  Mar, 
Calif. -based  company  that  will  do 
about  $240,000  in  sales  this  year. 
Their  business  is  dreaming  up  new 
video  games  and  then  programming 
them  for  Apple  computers.  Cavalier's 
first  product  was  Asteroid  Field — 
which  Nitchals  wrote  on  his  Apple 
computer  18  months  ago,  when  he 
and  Printz  were  at  Del  Mar's  Torrey 
Pines  High  School. 


Actwision's  David  Crane  playing  his  latest  creation,  Grand  Prix 
And  for  recreation.  He  plays  arcade  games. 
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Xerox  won't  stop  at  nothing. 


These  days,  even  nothing  costs  something  to  send.  That 
is,  if  you're  using  ordinary  facsimile  equipment. 

Because  ordinary  facsimile  equipment  takes  the  time  to 
read  every  line  of  type,  and  all  the  "nothing"  in  between. 


Xerox,  on  the  other  hand,  has  three  machines 
that  know  the  difference  between  a  line  of  some- 
thing and  a  line  of  nothing:    The  Telecopier  485 
terminal.    The  automatic  Telecopier  495  digital 
The  Xerox        terminal,  that  can  send  and  receive  unattended. 
Telecopier  455    And  the  very  economical  desktop  Telecopier  455 
terminal.    When  they  come  to  a  space  like  this: 


I 


they'll  skip  it  —  the  way  your  eyes  just  did  — 
and  go  on  to  the  next  line  of  type. 

As  a  result,  you  can  send  a  crisp,  clear 
copy  of  the  original  document  in  as  little  as  a 
minute.    For  up  to  40%  less  than  you'd  normally 
spend  on  telephone  charges. 

Besides  being  fast,  these  machines  are  also 
very  friendly.    They're  all  on  speaking  terms 
with  the  other  members  of  our  Telecopier  family. 
Even  relatives  working  in  remote  parts  of  the  _  I  -roxA«i- 

world.    In  fact,  they  can  talk  to  many  competitive  ,e,ec°Pier 
facsimile  machines,  as  well. 


|  — *j|Ll_  .- 


Only  Xerox  offers  so  many  ways  to  get  your 
message  across.    Or  so  many  ways  to  save  time  and 
money  doing  it. 

And  the  Telecopier  485,  495,  and  455  terminals 
are  just  the  beginning. 

You  see,  Xerox  will  stop  at  nothing  to  bring 
you  new  machines  that  won't. 


»9 


The  Xerox 
Telecopier  495 


For  more  information  on  the  Xerox  family  of  Telecopier 
transceivers,  call  your  local  Xerox  facsimile  sales  rep.  or 
call  1-800-527-1868.    In  Texas,  call  1-800-442-5030.    Or  send 
this  coupon  to  Xerox  Corporation,  P.O.  Box  470065,  Dallas, 
Texas  75247. 

Name  Title 


Company  Address_ 


City   State   Zip   Tel 


F-5-24-82 


OX®,  TELECOPIER®,  485.  495.  and  455  arc  trademarks  of  XEROX  CORPORATION. 


XEROX 


Inuigic's  Dermis  Koble.  Rob  Fulop  and  Robert  Smith 

Like  the  early  days  of  rock  'n'  roll  for  young  entrepreneurs. 


About  the  time  Nitchals  and  Pnntz 
were  leaving  high  school,  Joel  Billings 
was  all  set  to  attend  the  University  of 
Chicago  School  of  Business.  But  he 
was  a  war  game  addict  and  got  side- 
tracked. Billings  teamed  up  with  an- 
other game  addict  who  was  also  a 
computer  programmer,  and  together 
they  created  Computer  Bismarck. 
This  year  Billings,  24,  expects  his 
Mountain  View,  Calif,  company,  Stra- 
tegic Simulations,  Inc.,  to  pull  in 
about  SI  million  in  sales  from  war 
game  buffs  who  want  to  chase  the 
GrafSpee  or  sink  the  Bismarck  on  their 
home  computers. 

As  yet,  only  Warner  Communica- 
tions' Atari  and  Mattel  are  major  com- 
panies m  the  video  game  business.  The 
young  game  creators  either  work  free- 
lance, incorporate  themselves  or  join  a 
fledgling  outfit  founded  only  yester- 
day by  other  game  creators. 

Royalties  can  run  25%  to  35% — $3 
to  S4.20  for  a  personal  computer  game 
sold  at  wholesale  for  $12.  A  hot  game 
for  personal  computers  can  sell 
25,000  copies,  and  some  favorites 
may  go  as  high  as  50,000.  That's 
$75,000  to  $175,000  to  the  game  de- 
signer. The  really  big  hits  for  game 
machines  may  sell  250,000  cartridges, 
but  royalties  decline. 

Designers  who  work  full  time  for  a 
software  company  get  a  salary  and  a 
cut  of  the  profits.  That's  how  Jaw- 
breaker's Harris  pulled  in  his 
S300,000.  He  works  for  On-Line  Sys- 


tems, a  tiny  Coarsegold,  Calif. -based 
company  founded  two  years  ago  by 
Kenneth  Williams,  a  27-year-old  Los 
Angeles  programmer.  Williams  came 
home  one  day  from  another  dull  stint 
at  a  company  doing  computenzed  cor- 
porate tax  returns  to  find  his  wife, 
Roberta,  programming  a  game  on 
their  home  computer.  It  is  a  measure 
of  the  industry's  entrepreneurial  new- 
ness that  the  Wilhamses  didn't  call 
Apple  and  say  they  had  a  hot  product, 
but  decided  to  market  Roberta's  game 
themselves  through  advertisements 
in  game  magazines.  The  first  month 
Mystery  House  brought  in  $11,000. 
and  the  Wilhamses  were  in  business. 
On-Line  projects  sales  of  $10  million 
this  year  and  just  got  its  tirst  S3  mil- 
lion infusion  of  venture  capital  from 
Boston's  TA  Associates. 

Crane,  too,  is  an  entrepreneur. 
Along  with  three  other  game  design- 
ers, he  left  Atari  in  1979  to  found 
Activision,  whose  cartridges  are  all 
Atari-compatible.  Activision,  with 
sales  this  year  estimated  at  around 
$65  million,  encourages  the  rock  star 
image.  Pictures  of  its  young  designers 
appear  inside  the  cartridge  packages, 
and  fan  mail  runs  around  7,000  letters 
a  week.  "This  could  be  just  like  the 
record  business,"  gushes  James  Levy, 
another  founder  and  president  of  Ac- 
tivision— who,  not  coincidentally 
used  to  work  with  a  now  defunct  rec- 
ord company.  GRT. 

Right  now  the  game  designer  is  in 


control  in  a  young  industry  with  the 
software  companies  subject  to  a  con- 
stant shifting  of  talent.  Bill  Budge,  an 
industry  legend,  recently  formed  his 
own  company,  BudgeCo.  Nasir  Gebel- 
lis  games  were  the  making  of  Sacra- 
mento-based Sinus  Software,  which 
expects  sales  of  around  $10  million 
this  year.  But  Sinus  had  to  find  other 
stars.  Gebelli,  an  Iranian  who  came  to 
the  U.S.  about  seven  years  ago,  was 
studying  computer  science  at  Califor- 
nia State  College  at  Sacramento  when 
he  bought  himself  an  Apple  and  began 
to  write  games — licensing  them  to 
Sinus  for  royalties.  But  after  a  string 
of  hits  (including  his  masterpiece, 
Gorgon),  Gebelli  set  up  his  own  com- 
pany. In  this,  its  first  year,  Gebelli 
Software  expects  to  rack  up  around  SI 
million-plus  in  sales. 

Last  year  a  group  of  defectors  from 
Atan  and  Mattel  started  Imagic, 
which  makes  games  not  only  for  Atan 
players  but  also  for  Mattel's  tntelhvi- 
sion.  In  its  first  year  Imagic  expects  to 
have  sales  of  at  least  $50  million.  Its 
hot  designer  at  the  moment  is  Rob 
Fulop,  24,  who  designed  Atan's  Mis- 
sile Command  and  then  Imagic 's 
bestselhng  Demon  Attack,  which  has 
already  sold  250,000  units. 

The  video  game  business  is  still 
evolving.  Many  feel  the  coin-operated 
arcade  games  segment  is  getting  satu- 
rated, but  the  home  game  consoles 
sector  is  growing  very  fast.  And  the 
home  computer  market — which  al- 
lows more  sophisticated  games — is 
only  beginning.  That  capacity  for 
more  complex  games  makes  demands 
upon  designers — a  typical  game  cur- 
rently takes  four  to  eight  months  to 
program  and  package — and  upon  their 
companies.  Larger,  better-financed 
companies  are  certain  to  enter  the 
field.  "As  soon  as  the  big  companies 
see  a  million  Apples  in  the  home,  they 
will  dedicate  a  substantial  part  of  their 
talent  to  the  market,"  says  Imagic 's 
President  William  Grubb. 

CBS,  General  Mills'  Parker  Brothers 
and  Coleco  have  announced  within 
the  past  year  that  they  will  get  into 
game  designing.  Quaker  Oats'  toy  di- 
vision recently  purchased  a  small 
company,  U.S.  Game,  as  a  wedge  into 
the  business.  The  probable  fate  await- 
ing most  small  companies:  at  best  a 
highly  rewarding  buyout  by  a  big 
company,  at  worst  the  loss  of  their 
best  people  to  big  companies'  salaries 
and  distribution  capabilities. 

But  the  game  designers — people 
like  David  Crane,  Nasir  Gebelli,  John 
Hams  or  that  video-zonked  kid  in 
your  own  home  or  high  school — 
would  seem  to  be  winners  any  way 
you  play  it  ■ 
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America's  strongest  big  bank  is  not  in  New  York.  Of  the  country's  50  largest  banks, 
AmenTrust  is  first  in  the  ratio  of  equity  to  assets.  That's  the  kind  of  management 
that  can  make  a  real  difference  when  you  need  a  strong  financial  partner. 
AmenTrust,  Cleveland,  Ohio. 


America 
less  bull 


needs 

xndl  more 


W e  don't  have  to  tell  you 
mes  are  tough.  You  already 
now  it.  And  we  don't  think 
ou  want  to  hear  about  your 
roblems.  You  think  it's  high 
me  somebody  offered  you 
Dixie  solutions. 
At  Mack,  we  believe  the 
nly  way  to  make  it  on  the 
ard  road  ahead  is  to  stick 
ath  the  virtues  that  made  us 
Teat  to  begin  with.  Pride  of 
workmanship  and  quality  of 
Toduct. 

Asset  Productivity 
is  Vital 

In  the  coming  decade, 
ucks  can't  just  be  trucks  any 
lore.  They've  got  to  be  work- 
lg  capital.  And  that  means 
lore  durable  vehicles.  With 
reater  fuel  efficiency.  Lower 
fe  cycle  cost.  And  greater 
2turn  on  investment. 
Nobody  knows  better  than 
re  do  that  if  a  truck's  not 
moving,  it's  not  making 


money.  And  while  we're 
loathe  to  admit  that  even  a 
Mack  sometimes  requires  a 
little  down  time,  we  have  over 
800  Mack  sales,  parts  and 
service  centers  located 
throughout  America  and  Can- 
ada. With  all  the  parts  and 
professionals  to  keep  you  on 
the  road.  And  in  the  black. 

Pioneering 
Fuel  Efficiency 

While  everyone  these  days 
is  talking  fuel  efficiency,  we've 
been  pioneering 
it  for  decades. 
We  intro- 
duced the 
diesel  to 
heavy 
duty 
trucks 
in  1938. 
We  led 

the  Way       M^ck  Econodyne  Six-Cylinder 

with  our  revolutionary  high- 
torque-rise,  fuel-efficient 
Maxidyne®'  engines  in  the  '60's. 


Today,  our  Econodyne™  en- 
gines are  the  most  fuel-efficient 
engines  in  their  class.  Up  to  8% 
more  fuel  efficient.  And  over 
the  long  haul,  that  adds  up  to 
a  lot  of  hard-earned  cash. 

"Built  like  a  Mack  Truck"® 

—  It's  part  of  the  language. 

At  Mack,  we  don't  assemble 
trucks.  We  build  them  with 
Balanced  Design.  With  Mack 
parts  and  power  for  compati- 
bility from  end  to  end.  Or  we 
build  them  to  your  specs.  With 
quality  vendor  components. 
Either  way,  we  build  them  to 
our  standards.  Mack  stan- 
dards. We  build  them  to  pro- 
duce. And  to  keep  on  produc- 
ing. Because  that's  the  only 
way  we  know. 

Let's  face  it  ...  if  everything 
in  America  were  built  like  a 
Mack  truck,  maybe  we'd  all 
be  in  a  little  better  shape. 


Mack 

TRUCKS 


6 


One  of  The  Signal  Companies 


Decontrol  of  natural  gas,  subsidies for  syn- 
thetic fuels  and  oil  conservation  may  be  as 
vital  to  our  national  defense  as  building 
the  Rapid  Deployment  Force.  So  argue  a 
pair  of  conservative  scholars. 

A  one-sided 
emphasis 


By  James  Cook 


Is  America's  first  line  of  defense 
in  the  Persian  Gulf,  where  the 
great  oilfields  lie?  Or  is  it  in  the 
Rocky  Mountains,  where  tens  of  bil- 
lions of  barrels  of  untapped  shale  oil 
lie  untapped;  A  pair  of  thoughtful 
conservative  scholars  argue  that  it  is 
shortsighted  to  build  a  Rapid  Deploy- 
ment Force  to  help  protect  our  oil 
supplies  while  neglecting  the  most 
elementary — and  far  cheaper — steps 
at  home  to  do  the  same  thing. 

Charles  K.  Ebinger  and  Richard 
Kessler  of  Georgetown  University's 
Center  for  Strategic  &  International 
Studies  are  hardly  household  names. 
But  a  book  they  have  just  written,  The 


Critical  Link.  Energy  and  National  Secu- 
rity in  the  1980s,  is  going  to  be  read  and 
discussed  in  business  and  government 
circles  for  months  to  come.  Ebinger 
and  Kessler  argue  convincingly  that 
we  risk  our  national  security  as  well 
as  our  economic  future  by  assuming 
that  the  oil  crisis  is  over. 

So  what  does  the  decline  in  oil  prices 
mean  for  the  world's  energy  security:' 
Ebinger:  While  we  can  sit  back  and 
say,  "Well,  a  lot  of  these  oil-producing 
countries  are  finally  getting  theirs," 
the  impact  of  falling  prices  on  the 
social  and  economic  stability  of  some 
of  these  countries  could  threaten  even 
current  levels  of  oil  production.  We're 
deeply  concerned  by  circumstances  in 
the  Middle  East — the  Iran-Iraq  war, 


CSIS'  Riclxvd  Kessler  (left)  and  Oxirles  Ebinger 

For  national  security,  the  free  market  alone  is  not  enough. 


As  I  See  It 


the  series  of  events  on  the  Arab-Israeli 
front.  We  feel  the  Middle  East  could 
go  up  in  flames,  and  I  don't  think  it's 
overstating  the  case  to  say  that  the 
region's  in  as  intense  a  state  as  it's 
been  any  time  since  the  outbreak  of 
the  last  war  in  1973-74. 

Would  it  be  possible  for  the  U.S.  to 
defend  the  Persian  Gulf  in  an  emergency* 
Ebinger.  The  current  U.S.  government 
policy  suggests  that  somehow  this 
Rapid  Deployment  Force  can  get  to 
the  oilfields  in  time,  but  this  simply 
ignores  the  facts  as  we  see  them.  Most 
of  the  oilfields  are  mined,  for  exam- 
ple, and  dissident  elements,  if  con- 
fronted by  an  invasion,  could  do  sig- 
nificant damage  before  the  RDF  ar- 
rived on  the  scene. 

But  what  if  production  in  the  Persian 
Gulf  were  disrupted'  In  the  past  the  actu- 
al slmrtages  were  generally  so  small  as  to 
give  little  cause  for  alarm. 
Ebinger  We  hear  a  lot  of  people  say 
that,  with  U.S.  oil  imports  out  of  the 
Persian  Gulf  down  to  less  than  a  mil- 
lion barrels  a  day,  we  could  live  with- 
out them.  This  ignores  the  impact  on 
our  major  allies  in  Western  Europe 
and  Japan.  It  also  ignores  the  impact 
plummeting  Saudi  production  would 
have  on  global  petroleum  prices. 
Prices  would  soar  through  the  roof. 
Since  we  are  already  in  a  recession,  it 
undoubtedly  would  lengthen  or  pro- 
long it  and  in  a  worst-case  scenario 
send  us  into  a  depression.  The  Ameri- 
can consumer  would  not  be  above  the 
fray.  You'd  find  the  Northeast,  which 
is  more  dependent  on  imported  oil, 
clamoring  for  government  to  bail 
them  out. 

As  it  is.  the  Europeans  appear  to  be 
won  ied  we  'll  decide  to  go  it  alone. 
Kessler  The  Europeans  are  counting  on 
the  U.S.  military  umbrella  to  protect 
their  Middle  East  supplies,  but  they're 
concerned  the  U.S.  may  not  feel  that 
that's  a  critical  area  for  them.  Great 
Britain  and  the  U.S.  are  the  countries 
that  would  have  to  supply  oil  to  the 
rest  of  Europe.  If  the  U.S.  didn't  live 
up  to  its  obligations,  the  U.K.  may 
decide  not  to  either. 

We  do  Ixive  250  million  barrels  in  the 
Strategic  Petroleum  Reserve. 
Kessler.  At  this  point,  how  much  the 
Strategic  Petroleum  Reserve  would 
help  us  is  questionable — probably 
very  little.  The  real  problem  is  how 
it's  going  to  be  used  and  at  what  lev- 
els. The  government  should  be  devel- 
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The  most  sensible 
ife  insurance  you  can  have 
in  this  erratic  economy. 


Adjustable  Life. 


•  Changes  to  fit  your  changing  needs 

Adjustable  Life  from  The  Bankers  Life  of  Des  Moines 
is  a  new  kind  of  contemporary  life  insurance  offer- 
ing flexibility  few  people  can  afford  to  be  without 
in  these  uncertain  times.  It  even  eliminates  your 
need  to  make  a  firm  choice  between  a  term  or  whole 
life  policy. 

Within  limits,  you  can  raise  or  lower  your  premium 
payments,  increase  or  decrease  the  amount  of 
your  coverage,  lengthen  or  shorten  the  protection 
period ...  all  as  many  times  as  necessary  over  your 
lifetime.  As  your  income,  expenses  or  goals  change, 
you're  always  able  to  provide  the  protection  that's 
best  at  the  time  for  you,  your  family,  or  your  business. 

•  Provides  whole  life  advantages  at 
the  price  of  term 

Adjustable  Life  allows  you  to  move  freely  between 
the  low  cost,  temporary  protection  of  term  insurance 
and  the  long  range,  cash  value  advantages  of 
whole  life.  But  since  every  Adjustable  Life  policy 
earns  dividends,  they  can  be  used  to  lengthen 
the  period  of  coverage.  As  a  result,  you  can  have  the 
low  cost  benefit  of  pure  protection  plus  the  freedom 
from  constantly  rising  premiums  that's  available 
only  with  a  whole  life  policy.  No  other  kind  of 
insurance  can  provide  this  particular  benefit. 


THE 
BANKERS 
LIFE 


o 


BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


•  Protects  against  inflation 

Inflation  has  become  a  way  of  life  that  erodes 
the  security  provided  by  traditional  life  insurance. 
But  Adjustable  Life's  Cost-of-Living  option  provides 
protection  against  this  problem.  Within  limits,  it 
allows  the  face  value  of  your  policy  to  grow  auto- 
matically every  three  years  to  offset  increases  in  the 
Consumer  Price  Index... free  from  any  need  to 
prove  your  insurability.  You  may  even  be  able  to  do 
this  without  any  increase  in  your  annual  premium. 

•  Costs  no  more  than  traditional 
policies  that  lack  its  flexibility 

Surprisingly,  Adjustable  Life  costs  less  than  the 
great  majority  of  traditional  policies  that  fail  to  give 
you  the  advantages  of  its  flexibility.  Check  around 
and  you'll  have  difficulty  finding  another  policy, 
at  any  price,  better  able  to  meet  your  specific  needs 
today,  and  in  the  future. 

Your  agent  can  tell  you  more  about  this  revolutionary 
new  kind  of  life  insurance.  If  you  prefer,  call  your 
local  office  of  The  Bankers  Life  of  Des  Moines  or 
mail  the  coupon  below. 
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THE  BANKERS  LIFE,  Consumer  Services 
Des  Moines,  Iowa  50307 

Please  send  me  more  information  about 
Adjustable  Life. 

Name  


Address 


City- 


State 


.Zip. 
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oping  drawdown  strategies  that  could 
be  implemented  fairly  early  on  in  a 
crisis.  Many  people  sense  that  the 
President — not  just  this  President, 
but  any  President — would  be  unwill- 
ing to  release  this  supply  until  he  real- 
ly felt  the  crisis  had  peaked.  At  which 
time  it  would  be  too  late.  As  we  saw 
in  the  Iran-Iraq  situation  in  1978-79, 
you  have  to  be  involved  early  on  if 
you  want  to  avoid  the  type  of  panic 
we  saw  then. 

Ebinger:  Not  only  have  we  never  really 
determined  how  we're  going  to  draw 
down  the  SPR,  no  one  has  ever 
thought  what  role  the  SPR  should 
play  in  meeting  civilian  needs  in  the 
U.S.  economy  versus  our  obligation  to 
our  allies  in  the  International  Energy 
Agency  (IEA).  Without  a  firmly  delin- 
eated drawdown  policy,  the  crisis  will 
be  over  by  the  time  we  get  all  the 
various  claimants  sorted  out.  At  the 
same  time  our  allies  will  be  clamoring 
for  help  to  meet  a  situation  which  by 
definition  is  going  to  impact  them 
more  than  it  does  us. 

The  maximum  drawdown  is  only  a 
million  barrels  a  day? 
Kessler.  Right  now  it's  about  a  million 
barrels.  In  1990  it's  supposed  to  be 
around  3  million  barrels  a  day.  We 
have  been  filling  at  the  rate  of  273,000 
barrels  a  day,  and  under  recent  budget 
projections  we're  going  to  cut  back  to 
200,000.  Especially  now  in  d  surplus 
market,  we  need  to  expand  the  fill 
rate,  use  all  of  the  available  storage 
capacity,  not  just  the  salt  domes  but 
empty  tankers  and  tanks  at  the  old 
refineries.  If  we  don't  fill  it  on  a  crash 
basis,  the  SPR,  while  certainly  useful, 
really  isn't  going  to  be  much  of  a 
strategic  asset  in  the  long  run. 

A  lot  of  people  argue  it  doesn 't  make 
sense  to  pump  oil  into  salt  domes  in 
Louisiana  when  we  already  have  plenty 
of  oil  in  those  Naval  Petroleum  Reserves 
out  in  California. 

Ebinger:  The  maximum  drawdown  at 
Elk  Hills  is  around  200,000  barrels  a 
day.  We  have  advocated  not  produc- 
ing Elk  Hills  full  out  the  way  we  have 
been.  It's  ridiculous  to  be  using  these 
military  stores  for  consumer  needs  as 
we  have.  It  would  have  made  a  lot 
more  sense  to  put  it  down  to  a  mar- 
ginal rate  of  production  that  wouldn't 
damage  the  field  and  make  the  excess 
a  smaller  component  of  our  strategic 
reserve. 

Kessler:  The  problem  we  see  with  the 
present  Administration  is  that  the  en- 
tire focus  of  their  energy  policy  is  the 
free  market  and  the  Strategic  Petro- 
leum Reserve.  They  are  not  an  ade- 
quate response.  For  the  SPR,  there  is 


As  I  See  It 

no  program  really.  What  the  govern- 
ment really  should  be  looking  at  is 
what  it  can  do  to  implement  long- 
term  conservation  and  develop  other 
fuel  sources.  And  they  are  not  doing 
that,  at  least  not  adequately  enough  to 
compensate  for  any  crisis  we'll  have 
in  the  near  term. 

Ebinger:  That's  what  I  find  particular- 
ly vexing  about  all  this  talk  of  putting 
on  oil  import  fees.  People  seem  to  be 
arguing  that  we  need  an  oil  import  fee 
to  encourage  conservation,  but 
they're  talking  about  using  the  fee  to 
reduce  the  budget  deficit,  not  putting 
it  back  into  energy — using  it  either  to 
accelerate  the  fill  rate  of  the  SPR  or  to 
provide  conservation  grants  for  indus- 
try or  private  homeowners. 

It  would  make  a  lot  more  sense  to 
decontrol  natural  gas,  and  if  you  have 


"We  need  to  convince  people 
the  degree  of  risk  in  nuclear 
power  is  acceptable.  There 
is  this  myth  that  coal  is  be- 
nign. But  we  shouldn't  de- 
lude the  public  into  believ- 
ing that,  long  term,  coal  will 
be  a  more  acceptable  energy 
source  than  nuclear." 


to  put  on  a  windfall  profits  tax  to  get 
through  the  Congress,  fine.  That  way 
we  would  begin  finally  to  see  what 
the  real  situation  is  in  natural  gas — 
how  much  gas  would  be  brought  on, 
how  much  gas  would  back  out  oil 
imports.  Even  if  the  gas  situation 
didn't  improve  dramatically,  you'd 
have  given  consumers  a  clear  signal 
about  whether  they  should  invest  in 
conservation  or  not.  It's  been  estab- 
lished that  the  government  would  get 
more  revenue  with  a  windfall  profits 
tax  on  gas  decontrol  than  with  the  oil 
import  fee. 

You  are  optimistic  that  decontrol  will 
bring  on  a  fair  amount  of  new  gas. 
Kessler.  We're  fairly  optimistic  about 
natural  gas  resources,  both  conven- 
tional and  unconventional,  and  some 
of  the  new  liquefaction  technologies. 
Ebinger.  Where  we're  really  hit  if  the 
OPEC  countries  cut  us  off  is  gasoline. 
Fifty  percent  of  our  oil  usage  still  goes 
into  transport.  So  until  we  deal  with 
that  problem  we  aren't  really  dealing 
with  our  vulnerability  problem  on  a 
massive  scale.  But  there  is,  through 
the  electricity  option,  through  accel- 
erated coal  and  nuclear  power  devel- 
opment, the  potential  to  back  out 


close  to  another  million  barrels  of  oil 
a  day  from  the  industrial  sector. 

Do  you  see  the  general  public  opposi- 
tion to  nuclear  power- abating? 
Ebinger:  No,  I  dofi't.  The  polls  show 
that  Americans  still  believe  that  a 
nuclear  reactor  can  blow  up  like  a 
nuclear  weapon.  We  need  to  convince 
people  that  this  is  nonsense,  that  the 
degree  of  risk  involved  is  acceptable. 
The  important  thing  is,  we  shouldn't 
delude  the  American  public  into  be- 
lieving that,  long  term,  coal  will  be  a 
more  acceptable  energy  source  than 
nuclear.  Because  there  is  deep  con- 
cern as  we  move  15  to  20  years  out 
about  the  greenhouse  effect  and  about 
the  long-term  health  effects  from  coal 
pollution.  There  is  this  myth  that  coal 
is  a  benign  source,  and  even  if  you 
don't  think  it's  going  to  be  cataclys- 
mic, the  hundreds  of  millions  of  dol- 
lars of  damage  that  is  occurring  every 
year  because  of  acid  rain,  not  just 
from  coal  but  from  fossil  fuels  in  gen- 
eral, is  clearly  a  problem  that  our  soci- 
ety has  not  yet  begun  to  address. 
These  are  not  ideological  concerns, 
these  are  economic  concerns  that 
we've  got  to  begin  paying  more  atten- 
tion to. 

But  the  fact  remains,  people  think  nu- 
clear power  is  dangerous  and  coal  is  not. 
Ebinger.  But  to  make  a  public  decision 
that  nuclear  is  dead  and  dismiss  it 
from  our  public  policy  thinking  has 
some  fairly  momentous  conse- 
quences. With  coal  continuing  to 
have  so  many  problems,  you  may  well 
find  that  people  could  easily  put 
themselves  back  in  a  short-to-medi- 
um term  situation  where  oil  and  gas 
were  our  only  solution,  and  that 
means  more  imported  oil.  Unless,  of 
course,  we  manage  to  keep  the  nucle- 
ar option  open. 

What  about  synthetic  fuels? 
Ebinger:  Synfuels  and  other  high-cost 
energy  alternatives  clearly  are  not  go- 
ing to  happen  if  prices  are  going  down, 
not  up.  We've  already  had  to  scale 
back  our  synthetic  fuels  forecast  by 
90%.  And  yet  our  oil-shale  deposits 
alone  are  more  vast  than  the  oil  re- 
serves of  the  Middle  East.  But  to  really 
bring  on  oil  shale,  coal  gasification 
and  coal  liquefaction,  most  people  say 
we'll  need  oil  prices  more  in  the  $40- 
to-$50-a-barrel  range. 

On  the  other  hand,  on  a  security 
basis,  a  more  massive  government 
commitment  to  conservation — low 
interest  loans  to  consumers,  for  in- 
stance— would  probably  have  a  faster 
payback  than  synthetics.  We're  in- 
credulous that  a  government  is  will- 
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If  the  pattern 
regional  office  openings  isn't  clear, 
it  soon  will  be. 


Minneapolis 


Delroil  . 
^  Cleveland 
Chicago 


White  Plains 
New  York 


Atlanta 


It  looks  arbitrary. 
But  it's  deceptively  simple. 

It's  not  because  our 
Houston      competition  is  there.  Or  be- 
cause our  management  likes 
the  weather  in  the  area. 

We  don't  rely  heavily 
on  past  business  growth 
of  a  region. 

Instead,  we  analyze 
the  future  of  the  area.  Project 
its  vitality.  And  then  make 
a  healthy  commitment. 

Seasoned  Continental 
officers  are  moved  out  to  run 
the  office.  They're  familiar 
with  the  area,  recognize 
the  potential  and  possess  the 
home  office  disciplines  that 
deliver  service  consistent 
with  that  of  headquarters. 

You  just  might  want 
to  monitor  where  we  place  our 
new  regional  offices. 

It  may  help  you  in  plan- 
ning for  your  own  business. 

Because,  usually,  the 
bank  comes  before  the  boom. 


CONTINENTAL  BANK 

125th  ANNIVERSARY 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago,  231  South  LaSalle  Street.  Chicago,  Illinois  6C693 


As  I  See  It  

ing  to  spend  the  kind  of  money  we're 
talking  about  in  the  Defense  budget 
on  Middle  Eastern  contingencies  to 
protect  oil  and  not  be  willing  to  spend 
relatively  minor  amounts  to  subsidize 
conservation  on  a  much  more  rapid 
scale  than  we  have  done,  and  to  devel- 
op both  synthetic  fuel  and  renewable 
energy  technologies. 

So  basically  you  feel  that  the  free  mar- 
ket alone — the  discipline  of  prices — is  not 
going  to  solve  our  energy  problems  or 
our  national  security  problems  either 
Kessler.  In  terms  of  strict  economic 
efficiency,  yes,  the  free  market  prob- 
ably could.  But  there  is  no  free  market 
operating  internationally.  All  these 
countries  that  we  are  dealing  with 
interfere  in  the  marketplace — we  in- 
terfere in  our  marketplace.  Even  the 
Strategic  Petroleum  Reserve  consti- 


tutes interference — to  protect  the 
market,  but  it's  still  interference  in 
the  market. 

Ebinger:  We  believe  quite  strongly  in  a 
marginal  cost  pricing  for  fuel.  That  is 
why  we  believe  in  decontrol  of  natu- 
ral gas,  and  why  we've  raised  ques- 
tions about  an  oil  import  fee.  But  we 
feel  that  it's  only  prudent  for  govern- 
ment to  participate  in  the  IEA  and  not 
reduce  its  commitment,  which  the 
evidence  suggests  we  are  doing. 
Kessler.  The  free  market  doesn't  obvi- 
ate the  need  for  being  concerned 
about  the  public  good. 
Ebinger:  I'm  always  amused  when  the 
energy  industry  talks  about  a  free 
market.  Because  when  you  look  at  the 
way  we  regulate  hydroelectric  pric- 
ing— Bonneville  power  and  TVA;  the 
way  we  have  subsidized  the  costs  of 
natural  gas  to  the  consumer;  former- 
ly, the  oil  depletion  allowance  and 
other  breaks  to  the  oil  industry;  the 
fact  that  government  has  always  done 


fuel  enrichment  for  the  nuclear  indus- 
try— we  have  never  had  a  free  market 
in  energy,  and  this  myth  that  so  many 
have  simply  doesn't  correspond  to  the 
reality  of  what  current  or  past  policy 
is  in  the  U.S. 

The  free  market,  while  the  best  way 
as  a  broad  policy  guide,  is  not  neces- 
sarily the  answer  in  every  case,  par- 
ticularly when  you  enter  the  national 
security  dimension.  There  is  deep 
concern  in  Western  Europe  that  we 
are  not  serious  about  the  energy  crisis, 
that  we  think  it's  over.  Whereas  they, 
looking  at  their  much  greater  depend- 
ence on  the  Gulf,  think  things  are 
much  the  same  as  they  have  been  for 
the  last  eight  or  nine  years. 

When  you  listen  to  people  gloating 
about  falling  gasoline  prices  and  hear 
sighs  of  relief  in  the  media  about  the  "end 
of  the  oil  crisis,"  you  can  only  conclude 
that  America  is  falling  asleep  again — as  it 
did  after  the  oil  crunch  in  1973-  ■ 


An  industry  maverick  called  Apex  Oil  was  making  a  bundle 
going  short  in  the  futures  market — until  it  had  to  deliver  millions 
of  barrels  of  heating  oil  with  just  three  days  notice. 


Don't  squeeze  this  bear, 

he  will  sue 


By  Pamela  Sherrid 

Apex  Oil  Co.,  one  of  the  nation's 
biggest  petroleum  traders,  just 
k  learned  the  dangers  of  short- 
selling — the  hard  way. 

Last  winter  the  secretive  St.  Louis 
firm  barely  avoided  default  on  $158 
million  worth  of  heating  oil  futures. 
Apex  paid  a  premium  of  roughly  $20 
million  to  cover  its  position,  but  the 
story  doesn't  end  there.  Apex  claims 
it  was  the  victim  of  a  manipulated 
squeeze — that  the  longs  conspired  to 
make  it  pay  an  artificially  high  price 
to  meet  its  obligations. 

The  company  is  suing  a  dozen  oil 
marketers  that  were  on  the  buy  side  of 
its  February  contracts,  along  with  six 
major  commodity  brokers  and  the 
New    York    Mercantile  Exchange, 


where    the    futures    were  traded. 

The  litigation  highlights  the  risks 
in  high-stakes  commodity  specula- 
tion and  raises  serious  questions 
about  the  Merc's  four-year-old  fuel-oil 
contract,  which  now  accounts  for 
over  50%  of  the  exchange's  trading 
volume.  It  also  puts  an  unaccustomed 
spotlight  on  Apex,  and  many  of  its 
competitors  are  enjoying  the  sight  of 
its  discomfort.  "A  lot  of  people  don't 
like  them,"  says  one  broker.  "They 
play  real  hardball." 

Few  argue  with  that  assessment. 
Apex  is  controlled  by  two  tough  en- 
trepreneurs, Samuel  Goldstein  and  P. 
Anthony  Novelly,  who  have  a  reputa- 
tion for  squeezing  the  last  penny  of 
profit  out  of  every  barrel  of  oil  they 
handle.  Goldstein's  father-in-law  set 
up  Apex  in  the  Thirties,  but  profits 


exploded  in  the  early  Seventies,  when 
the  residual  oil  the  company  had  in 
storage  surged  in  price.  By  1980,  rev- 
enues topped  $6  billion,  and  lately  the 
partnership  has  been  diversifying.  Re- 
cently, Apex  has  acquired  consider- 
able commercial  real  estate,  a  tanker 
fleet  and  Clark  Oil  &.  Refining,  a  lead- 
ing independent  gasoline  marketer. 

After  filing  its  charges  about  the 
heating  oil  conspiracy,  however,  Apex 
is  staying  characteristically  mum.  So, 
too,  are  most  of  the  defendants— a 
roster  that  includes  Belcher  Oil,  Con- 
ticommodity  and  E.F.  Hutton.  All  the 
same,  it's  clear  that  in  February  the 
longs  did  benefit  from  an  idiosyncrasy 
in  the  delivery  terms  of  the  ex- 
change's heating  oil  contract. 

According  to  those  terms,  the  seller 
gets  to  decide  where  in  New  York 
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Harbor  to  deliver  the  heating  oil,  but 
the  buyer  has  the  right  to  say  exactly 
when  in  the  delivery  month  he  wants 
to  pick  it  up.  Those  vague  terms  rep- 
resent a  compromise:  Oil  companies 
want  the  sort  of  flexibility  that  exists 
in  the  spot  market;  brokers,  who  are 
on  the  hook  for  their  customers'  com- 
mitments, want  language  specific 
enough  to  hold  up  in  court. 

On  fan.  29,  the  last  trading  day  for 
the  February  contracts,  Apex  held  a 
short  position  for  a  whopping  4.2  mil- 
lion barrels  of  heating  oil.  As  the  ma- 
jor short,  Apex  had  made  a  big  bet  that 
oil  prices  were  going  to  go  down,  and 
it  was  definitely  on  the  profitable  side 
of  the  market.  The  contract  went  off 
the  board  at  89.7  cents  a  gallon,  down 
from  a  contract  high  of  well  over  $1. 
Apex  was  sitting  on  an  estimated  $20 
million  in  profits. 

The  next  business  day,  Apex  an- 
nounced that  it  would  deliver  its  oil 
to  the  GATX  terminal  in  Carteret, 
N.J.  According  to  the  contract,  the 
longs  then  had  until  Feb.  5  to  say 
which  day  they  wanted  to  take  deliv- 
ery. Typically,  delivery  is  staggered 
over  the  course  of  the  month.  But  not 
this  time.  Many  of  the  longs,  most  of 
whom  had  lost  money,  demanded  de- 
livery at  1  a.m.,  Feb.  6,  the  earliest 
they  were  entitled  to  it.  No  one  will 
say  exactly  how  much  oil  Apex  had  in 
New  York  Harbor  in  time  to  meet 
that  deadline,  but  it  certainly  wasn't 
enough  to  satisfy  the  longs'  demands. 
The  company  probably  had  intended 
to  deliver  gradually  over  the  month  to 
maximize  its  profits. 

Instead,  the  prospect  of  a  default 
meant  Goldman,  Sachs — Apex' 
broker — might  have  had  to  pay  not 
only  the  value  of  the  contracts  but 
nearly  $100  million  in  penalties  as 
well.  To  avoid  such  a  disaster,  for  two 
days  before  the  Feb.  6  deadline  Gold- 
man executives  haggled  angrily  with 
brokers  for  the  other  side  at  the 
Merc's  offices  in  the  World  Trade 
Center.  Exchange  officials  were  deter- 
mined to  avoid  a  default.  "We  told 
Goldman,  Sachs  they'd  better  meet 
their  obligations,"  says  John  Treat, 
the  Merc's  new  president. 

Apex,  meanwhile,  went  into  the 
spot  market  to  buy  some  of  the  heat- 


ing oil,  briefly  driving  prices  up  8%,  to 
97  cents  a  gallon.  In  the  end,  it  settled 
most  of  the  contracts  by  delivering  oil 
at  other  locations  and  paying  a  hand- 
some cash  bonus.  Result:  A  potential 
$20  million  profit  was  dissolved  by  a 
nearly  equivalent  loss. 

All  this  does  not  prove,  of  course, 
that  the  longs  got  together  beforehand 
and  agreed  to  ask  for  deliveries  on  the 
first  day  possible — even  though  mo- 
tives for  a  gang-up  reach  as  far  back  as 
September.  Since  then,  the  company 
had  been  a  mammoth  short  seller  of 
fuel  oil,  to  the  point  where  some  trad- 
ers felt  that  the  huge  company  was 
forcing  the  market  down.  "A  lot  of 
people  were  hurt  by  the  fall  in  product 
prices,"  says  a  trader  at  one  New  York 
fuel  oil  firm.  "Gets  to  be  they'd  like 
any  sort  of  revenge."  A  Wall  Street 
broker  agrees.  "The  trade  just  had 
enough  and  called  Apex'  bluff,"  he 
explains. 

The  longs,  of  course,  had  a  good 
reason  to  want  their  oil  as  soon  as 
possible  in  February.  Prices,  histori- 
cally, melt  with  the  winter's  snow. 
Still,  Apex  alleges  its  adversaries 
went  so  far  as  to  tie  up  shipping  capac- 
ity to  prevent  it  from  delivering.  "We 
did  tell  them  to  forget  it  when  they 
came  to  us  for  help  in  February,"  says 
one  barge  owner.  "Not  because  other 
people  told  us  to,  but  because  Apex 
doesn't  pay  its  bills  on  time." 

One  result  of  all  this  is  that  oil 


companies  are  increasingly  wary  of 
counting  on  the  futures  market  to 
meet  their  supply  needs.  That  is  fine 
with  the  regulators  at  the  Commodity 
Futures  Trading  Commission.  They 
think  that  oil  traders  should  realize 
that  the  main  function  of  futures  is 
price-hedging,  not  delivery.  The 
Merc,  meanwhile,  is  drafting  a  better 
contract — and  worried  all  the  more 
about  looming  competition  from  the 
Chicago  Board  of  Trade. 

Still,  of  course,  there  is  the  tantaliz- 
ing question  of  why  Apex  decided  to 
try  to  deliver  its  giant  short  position — 
when  its  inventory  in  New  York  was 
inadequate — instead  of  merely  cover- 
ing in  the  futures  market.  "Arro- 
gance," says  Thomas  McKiernan, 
commodities  expert  at  Drexel  Burn- 
ham.  "They  thought  they  could  buy 
spot  oil  later  in  February,  after  prices 
fell,  and  make  even  more  money." 

There's  something  else  involved, 
too.  When  prices  are  falling,  purchas- 
ers tend  to  walk  away  from  forward 
contracts  in  the  spot  market,  and  for 
months  Apex  had  been  using  the  fu- 
tures market  to  make  deliveries  as  a 
way  of  guaranteeing  payment.  After 
all,  a  commodity  contract  puts 
brokers  and  the  prestige  of  the  Merc 
on  the  line  instead  of  just  an  unwill- 
ing spot  buyer.  In  February,  however, 
the  sharp  traders  at  Apex  learned  that 
when  you  take  on  the  establishment, 
legal  niceties  can  work  both  ways.  ■ 
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How  do  you  create  an  environment 
for  people  who  create  the  future? 

You  nourish  the  mind  as  well  as  the  body. 
You  recognize  the  power  of  ingenuity. 
You  encourage  it.  You  reward  it. 
Bendix  creates  this  environment  for  its  people. 
So  their  ingenuity  can  thrive.  And  create. 


The  power  of  ingenuity 


YOU 

deserve 
National 
attention 


r 


National  Car  Rental 


As  a  business  traveler,  you 
deserve  service  that's  not 
only  fast  but  f  riendly. 
A  lot  of  respect.  And 
extra  help  whenever 
you  need  it.  That's 
"National  attention.SM" 

Contact  your  travel 
consultant.  Or  call  800 
328-4567.  In  Minnesota 
call  800-862-6064.  In 
Alaska  and  Hawaii  call 
800-328-6321.  In  Canada 
call  collect  612-830-2345 


We  feature  GM  cars  like  this 
Oldsmobile  Cutlass  Ciera. 


©1982,  National  Car  Rental  System,  Inc.  In  Canada  it's  Tilden.  In  Europe,  Africa,  and  the  Middle  East,  it's  European 


The  folks  who  run  Dollar  General  move  in 
and  out  of  town  fast.  They  don 't  want  to  be 
fashionable.  Just  profitable,  thank  you. 


"Renegade 
retailers" 


By  Jeff  Blyskal 


I KNOW  THIS  IS  GOING  tO  SOUnd 
corny,"  says  Cal  Turner  Jr.,  as  he 
wheels  his  big  white  Cadillac  de- 
Ville  through  Scottsville,  Ky.,  "but  I 
really  believe  that  running  this  com- 
pany and  practicing  the  Protestant 
work  ethic  is  my  calling."  Turner, 
who  delivers  an  occasional  sermon 
and  plays  the  organ  at  the  local  Meth- 
odist church,  has  felt  that  way  for  a 
while.  About  20  years  ago,  in  fact,  he 


opted  for  Vanderbilt  University's 
business  school  over  the  divinity 
school  so  he  could  take  over  the  fam- 
ily business,  Dollar  General  Stores. 

Turner's  father  and  grandfather 
founded  the  company  in  1939  with 
$10,000  in  capital,  and  profits  have 
grown  handsomely.  Last  year  Dollar 
General  earned  $7.2  million  on  rev- 
enues of  $245  million.  The  growth 
formula  is  simple:  DG's  850  stores  are 
located  in  small  rural  communities 
ranging  from  Atoka,  Okla.  to  Poco- 


moke,  Md.  The  company  strives  to  be 
a  no-frills  discounter  of  everything 
from  clothing  to  housewares  to  shoes. 

Cal  Jr.,  who  became  president  five 
years  ago,  stops  his  car  dead  in  the 
heart  of  Scottsville  (pop.,  4,300)  and 
points  across  the  intersection  of  West 
Main  and  U.S.  Highway  31.  "That 
store  there  opened  the  day  I  came 
back  from  college.  Last  year  unit  vol- 
ume was  up  over  9% . "  In  fact,  DG  as  a 
whole  managed  an  earnings  gain  of 
23%  in  1981,  while  most  retailers 
were  hurt  by  the  recession. 

The  company  is  well  above  the  in- 
dustry average  in  other  ways,  too.  Its 
return  on  equity  is  close  to  15%,  and 
net  margins  are  a  fat  3% — twice  as 
good  as  giant  K  mart's.  "We  just  use  a 
good  ol'  country  commonsense  ap- 
proach," says  Turner,  whose  family 
owns  over  50%  of  DG's  shares. 

The  Turners'  nothin'-fancy  outlets 
are  something  of  a  retailer's  dream. 
Rural  rents  average  a  bargain-base- 
ment $1.43  per  square  foot.  The  self- 
service  facilities  can  be  run  by  just 
two  or  three  modestly  paid  clerks. 
What's  more,  DG  doesn't  build  any  of 
those  modern  glass-and-steel  empori- 
ums. It  picks  cut  the  cheapest  brick- 
and-wood  storefronts  available,  usual- 
ly near  the  center  of  town. 

Simple  fixtures  let  the  company  set 


President  Cal  Turner  Jr.  outside  Dollar  General's  Scottsville,  Ky.  store 
"Just  a  good  ol'  country  commonsense  approach." 
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From  corn  to  cattle  to  T- bills  to 
securities,  no  bank  commits  mow 
muscle  than  First  Chicago. 


For  maximum  impact  on  world  markets,  First 
Chicago  combines  its  agribusiness,  commodi- 
ties and  securities  professionals  into  a  single 
group.  They  not  only  know  your  market.  They 
know  all  the  markets  that  influence  it.  They're 
your  First  Team,  and  they  work  together  to 
give  you  the  support  you  need. 

"Wide  market  swings  have  become  a 
regular  occurrence."  says  Robert  R.  Yohanan. 
Senior  Vice  President/Group  Head.  "The  First 
Team  provides  the  consistent  support  demanded 
in  today's  changing  agricultural  and  financial 
environments.  We  apply  our  advantage 
of  combined  expertise  to  help 
customers  respond  faster  and 
more  decisively  to  market 
opportunities!' 

Peter  W.  Bartol.  Vice 
President/Commodities  Division 


Head  expands  on  First  Team  effectiveness: 
"Our  clients  count  on  us  to  help  them  capital- 
ize on  developing  opportunities  such  as 
financial  futures.  We  receive  up  to  the  minute 
information  worldwide  as  a  member  of  com- 
modity futures  exchanges  in  the  major  world 
trading  centers. 

Your  Relationship  Manager  focuses  the 
entire  First  Team's  capabilities  on  your  goals. 
Katherine  L.  Updike.  Vice  President/Agri- 
business Team  Leader  sums  up:  "From  specially 
structured  credit  to  complete  cash  manage- 
ment, we  can  mobilize  every  financial  service 
a  growing  business  needs!' 

Get  The  First  Team  behind  you.  Call 
Robert  R.  Yohanan,  (312)  732-6810. 

First  Chicago  Worldwide 

Atlanta  —  Baltimore — Boston  —  Chicago — Cleveland  - 
Dallas  -  Houston  —  Los  Angeles  -  Miami  —  New  York  - 
San  Francisco -Washington.  D.C.— Abu  Dhabi- Athens  - 
Beijing  —  Beirut  —  Brussels—  Buenos  Aires  -  Cairo — 
Calgary — Caracas  -  Cardiff — Dubai  -  Dublin — 
Dusseldorf  -  Edinburgh  -  Frankfurt  -  Geneva  - 
Guernsey  -  Hong  Kong —Jakarta  —  Kano  —  Kingston  — 
Lagos— London  -  Madrid  -  Manila  -  Mexico  City  -  Milan  - 
Munich  -  Nairobi  —  Panama  City  -  Pans— Port-au-Prince  - 
Port  Harcourt  — Rome -Rotterdam -Sao  Paulo— 
Seoul — Sharjah — Singapore  -  Stockholm  -  Sydney  - 
Tokyo  -  Toronto  -  Warsaw  -  Zurich 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


up  shop  in  nothing  flat— which  is  why 
Turner  calls  his  family  "renegade  re- 
tailers." Two  years  ago,  for  example, 
DG  converted  15  stores  bought  from 
the  Haffner's  discount  chain  and 
opened  them  all  at  once  as  DG  outlets 
in  just  five  days.  With  short,  two-to- 
three-year  leases,  the  Turners  can 
close  just  as  quickly.  If  a  store  doesn't 
start  running  in  the  black  by  the  sec- 
ond year,  "they'll  just  pick  up  their 
tent  and  move,"  says  Kathie  Gambill 
of  Nashville's  Equitable  Securities. 

"Shucks,"  explains  Cal,  "that's  just 
simple  redeployment  of  assets."  fust 
as  simple,  in  fact,  is  the  Turners'  ap- 
proach to  buying — something  that 
used  to  be  handled  personally  by  the 
66-year-old  Cal  Turner  Sr.  but  now 
has  been  passed  on  to  his  second  son, 
Steve.  "My  grandfather  used  to  tell 
dad,  'If  it's  bought  right,  it's  half 
sold,'  "  says  Cal  Jr. 

To  make  sure  that  happens,  DG 
goes  after  name-brand  production 
overruns  and  discontinued  lines.  In 
DG's  backwoods  markets,  price  sells 
a  lot  better  than  fashion.  "They 
bought  15,000  dozen  pairs  of  girls' 
knee-high  socks  for  23  cents  a  pair 
last  year,"  says  Bonnie  Pasek  of  Un- 
derwood, Neuhaus  &  Co.  "They  were 
then  able  to  mark  them  up  226%,  to 
75  cents  per  pair — still  a  bargain.  And 
all  because  the  manufacturer  had  sim- 
ply discontinued  that  particular  pat- 
tern and  color." 

Since  manufacturers  always  pro- 
duce about  3%  of  their  merchandise 
with  some  imperfections,  DG  has  a 
continuing  source  of  bargains,  which 
account  for  nearly  25%  of  softgoods 
inventory.  Sharp  buying  means  the 
company  can  sell  much  of  this  mer- 
chandise at  50%  below  retail  and  still 
command  impressive  margins.  "Not 
all  of  this  stuff  has  imperfections  ei- 
ther," says  Turner,  stopping  off  to 
look  over  the  sales  items  in  the 
Scottsville  store.  "A  lot  of  times  the 
manufacturers  just  mark  it  irregular 
because  they  have  to  get  rid  of  their 
overstock." 

Even  though  DG  has  prospered  on 
homespun  retailing  wisdom,  three 
years  ago  the  Turners  realized  the 
company  was  getting  too  big  to  be  run 
completely  as  a  family  business.  "The 
entrepreneur  does  what  he  does  natu- 
rally," says  Turner,  pacing  near  his 
window  at  company  headquarters  on 
the  east  edge  of  town.  "But  retailers 
aren't  good  at  planning,  and  I  had  be- 
come sold  on  the  impact  strategic 
planning  could  have  on  our  future." 
Since  then,  several  outside  profes- 
sionals have  come  to  Dollar  General. 

This  brought  new  ideas.  Managers, 
for  example,  used  to  get  a  percentage 


of  store  sales  built  into  their  bonuses; 
they  still  do,  but  now  those  percent- 
ages are  based  on  return  on  assets  to 
take  into  account  the  incremental 
cost  of  new  business.  And  DG  stores 
are  stocking  lower-margin  items  like 
detergents,  health  and  beauty  aids  and 
paper  products  just  to  build  traffic. 

The  company  is  also  filling  in  size 
gaps  created  by  its  unusual  buying 
methods.  Much  of  Wrangler's  line,  for 
example,  can  be  purchased  as  over- 
runs or  irregulars.  But  to  offer  custom- 
ers a  complete  selection,  DG  will  pay 
full  price  for  the  missing  sizes  in  the 
budget-priced  Rustler  line  and  aver- 
age the  additional  cost  over  the  entire 
selection.  Merchandise  gaps  in  top-of- 
the-line    bargains    like  Sedgefield 


By  Carol  E.  Curtis 

BEFORE  HIS  COMPANY  hit  $250 
million  in  annual  sales,  Alan 
Anixter  posted  the  slogan 
"Think  250"  in  all  his  warehouses.  In 
1979  that  goal  was  met,  and  up  went 
new  signs  proclaiming  "Fight  for 
Five."  This  year  there  is  another 
change.  Anixter's  new  message  reads, 
"Five  is  done — let's  go  for  one." 

Hokey,  you  say.  Sure — but  it  works. 
Anixter  Brothers,  Inc.  is  in  the 
unglamorous  business  of  distributing 
wire  and  cable  through  a  nationwide 
network  of  warehouses.  Since  1976, 
however,  earnings  have  grown  at  an 
impressive  20%  annually  and  return 
on  equity  has  more  than  doubled  to 
25%.  One  of  the  reasons  for  the  top- 
notch  performance  is  management's 
unusual  approach  to  morale.  "Every- 
body sells  m  this  joint,"  says  Anixter. 
"Nothing  is  beneath  our  dignity  to  get 
business." 

To  help  motivate  their  employees, 
the     Anixter     brothers — President 


slacks,  however,  won't  be  filled.  Too 
expensive. 

All  of  this  has  moved  the  Turners 
into  the  ranks  of  the  superrich — at 
least  by  Scottsville  standards.  The 
family's  stake  in  Dollar  General  is 
worth  upwards  of  $30  million.  Shares 
in  the  company,  though  they  com- 
mand a  modest  earnings  multiple,  are  ] 
trading  near  alltime  highs.  Part  of  the 
reason  is  that  investors  like  the  way 
the  Turners  run  things,  and  they 
aren't  expecting  any  surprise  diversi- 
fication. "All  of  Pennsylvania  has  just 
21  Dollar  General  stores,  so  there's 
plenty  of  room  for  expansion  doing 
just  what  we  do  now,"  says  Cal  Jr. 
with  a  smile.  "We're  going  to  stay 
right  in  our  niche."  ■ 


Alan,  61,  and  Executive  Vice  Presi- 
dent William,  57 — run  things  very 
much  like  a  small  family  business. 
The  Anixters  make  a  genuine  effort 
to  get  to  know  many  of  their  2,600 
staffers  on  a  first-name  basis.  When 
there  is  a  death  or  illness  in  a  work- 
er's family,  one  of  the  brothers  tele- 
phones. There  is  no  mandatory  re- 
tirement age,  and  firings  are  rare. 

That's  possible  because  after  25 
years  in  business  Anixter  Brothers  is 
still  virtually  the  only  game  in  town 
in  its  specialized  field.  Despite  cur- 
rent weakness  in  wire  and  cable 
prices,  sales  are  expected  to  hit  a  rec- 
ord this  year.  Earnings  may  well  top 
last  year's  $18.5  million,  despite  an 
1 1  %  decline  in  the  fiscal  first  half  that 
ended  in  January.  Prospects  for  the 
future  are  even  brighter,  since  the 
company  is  well  positioned  in  two 
huge  new  markets:  cable  television 
and  telephone  deregulation. 

The  Anixters  have  come  a  long  way 
in  a  relatively  short  time.  After  gradu- 
ating from  Wharton  with  an  M.B.A.  in 


Brothers  Alan  and  William  Anixter  are  in  a 
Plain  jane  business.  Thafs  why  they  work 
so  hard  to  make  it  exciting. 


Buy  by  the  mile, 
sell  by  the  foot 
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HOW  TO  KEEP  YOUR  BUSINESS' 
iREATEST  ASSET  FROM  WALKING  OUT  ON  YOU. 


<  to  Prudential  about 
jcutive  Compensation  Plans. 

ou  can't  keep  key  people  happy, 
i  can't  keep  them.  But  top  people 
■  top  taxes,  so  how  can  you 
/ard  them  with  something  they 
i  keep? 

For  selected  employees,  an 
;cutive  Compensation  Plan  is  a 
art  way  to  build  supplemental 
lef its.  Deferred  compensation 
i  be  more  valuable  than  a  raise 
Donus  because  it's  taxed  later, 


and  usually  in  a  lower  bracket.  And 
because  the  plan  can  be  custom- 
designed,  it  can  provide  disability 
compensation  and  death  payments 
as  well  as  retirement  income. 

For  you,  Executive  Compen- 
sation is  a  way  to  attract  and  keep 
key  people.  It  can  be  less  costly 
than  big  raises— less  inflationary, 
too.  Plan  funds  are  business  assets, 
and  can  be  used  as  emergency 
working  capital.  Benefit  payments 
can  be  deducted  from  business 


income  as  long  as  they're  reason- 
able compensation.  And  you  don't 
need  IRS  approval  to  set  up 
the  plan. 

All  you  do  need  is  the  profes- 
sional guidance  of  your  Prudential 
representative.  Call  today,  and  find 
out  how  to  keep  your  top  talent 
sitting  pretty. 

M  Prudential 

'^Jg^F'     —^^——11 1  WW  1 1 

life  Health  Auto  Home 


ur  Prudential  agent  knows  a  lot  more  than  insurance. 


Wire  distributors  Alan  ( left )  and 
William  Anixter  with  signs  they  post  in 
company  warehouses 
Two  huge  new  markets  are 
opening  up  in  cable  TV  and. 
telephone  deregulation,  so  the 
Anixters  have  already  picked  out 
their  next  slogan:  "One  is 
through — on  to  two." 


1943,  Alan  went  to  work  as  a  sales- 
man for  now-defunct  Rhode  Island  In- 
sulated Wire  Co.  After  two  years  An- 
ixter's  superiors  told  him  he  alone  had 
been  responsible  for  generating  $2 
million  in  annual  sales — two-thirds  of 
the  company's  volume. 

With  that  kind  of  flair,  Anixter  de- 
cided to  run  his  own  show.  As  a  sales- 
man, Anixter  noticed  that  he  spent  an 
inordinate  amount  of  time  locating 
specific  wire  and  cable  for  customers' 
needs.  He  knew  that  if  he  could  set  up 
a  one-stop  warehouse — a  Sears,  Roe- 
buck of  wire— he  could  fill  a  void  in 
the  market. 

Alan  persuaded  brother  William,  a 
Northwestern  University  liberal  arts 
graduate,  to  join  him,  and  in  1957  the 
two  pitched  in  $5,000  each  and  set  up 
shop.  To  save  money,  Alan  decided  to 
skip  personal  sales  calls:  "It  was  gutsy 
to  think  we  could  sell  wire  and  cable 
over  the  telephone,"  says  Alan,  "but 
it  worked." 

The  brothers  built  inventory  as 
they  got  customers.  First-year  sales 
were  $300,000,  and  Anixter  stocked 
250  different  kinds  of  cable.  "We  were 
really  off  to  the  races,"  says  William, 
"when  we  bought  a  New  York  distrib- 
utor in  1968  with  $1.5  million  worth 
of  inventory." 

Anixter  now  operates  60  ware- 
houses in  the  U.S.,  Canada  and  Eu- 
rope. It  stocks  6,000  different  kinds  of 
wire  and  cable,  with  an  inventory  val- 
ue of  $60  million.  Customers  include 
most  of  the  country's  major  utilities, 
telephone  companies,  cable  television 
systems,  mining  concerns — anyone 
who  needs  cable  in  a  hurry. 

How  did  Anixter  grow  so  fast?  Un- 
like    high-technology  industries, 


where  constant  change  is  the  key  to 
success,  distribution  businesses 
thrive  by  doing  the  same  things  over 
again — only  better  each  time.  "Con- 
ceptually, this  is  not  a  difficult  busi- 
ness," says  William.  "You  just  need 
the  right  attitude." 

Working  with  wire  and  cable  manu- 
facturers, such  as  Anaconda  and  Pi- 
relli, Anixter  maintains  the  broadest 
product  line  in  the  industry  and  offers 
quick  delivery  times.  Salesmen  then 
hammer  away  at  the  simple  idea  that 
buying  from  Anixter  is  cheaper  for 
customers  than  keeping  their  own  in- 
ventory. Those  family  signs  admon- 
ish the  faithful  to  include  the  phrase 
"Use  our  inventory — it's  cheaper  than 
your  cash"  at  least  once  in  every  sales 
pitch.  "We  buy  by  the  mile  and  sell  by 
the  foot,"  says  William. 

Selling  convenience  means  Anixter 
doesn't  try  to  compete  on  price.  "We 
educate  customers  that  their  costs 
will  be  less  if  they  deal  with  us,"  says 
Alan.  He  also  points  out  that  soaring 
interest  rates  can  work  to  his  advan- 
tage. Anixter  has  no  short-term  debt, 
but  customers  are  more  eager  than 
ever  to  pare  inventories. 

Anixter,  however,  can  be  quick  to 
change  when  it  sees  opportunity.  In 
1969,  to  get  in  on  the  cable  TV  boom, 
the  company  acquired  Pruzan,  a  sup- 
plier of  products  for  cable  TV,  tele- 
phones and  earth  stations.  Sales  to  the 
cable  TV  industry  now  account  for 
$140  million  of  corporate  revenues, 
and  Anixter  is  the  nation's  largest  dis- 
tributor of  wire  and  cable  for  the  cable 
television  industry. 

It  is  in  the  telephone  business,  how- 
ever, that  growth  opportunities  may 
be  greatest.  Under  the  terms  of  the 


recent  AT&T  settlement,  Ma  Bell's 
local  operating  units  will  no  longer  be 
required  to  use  Western  Electric  as 
sole  supplier.  It  sold  them  $13  billion 
worth  of  equipment  last  year  and  pur- 
chased some  $3  billion  of  that  from 
outside  companies.  "God  forbid  we 
should  get  just  25%  of  that  $3  bil- 
lion!" exclaims  Alan  Anixter.  He  ex- 
pects telephone  equipment  eventual- 
ly to  become  the  major  segment  of  his 
business. 

For  the  moment,  however,  Wall 
Street  is  on  hold.  Anixter's  stock, 
which  is  23%  family-owned,  has  been 
under  pressure  because  of  the  reces- 
sion. Shares  traded  recently  at  $14, 
near  a  52-week  low.  Part  of  the  reason 
is  tough  competition  caused  by  weak 
demand  in  two  key  cable  markets, 
autos  and  housing.  Prices  on  some 
product  lines  have  dropped  25%. 

Stanley  Schwartz,  who  follows  the 
industry  at  Oppenheimer  &  Co.,  re- 
cently reduced  his  fiscal  1982  earn- 
ings estimate  to  just  under  the  1981 
record — but  Schwartz  is  still  telling 
his  customers  to  buy  Anixter.  Why- 
During  the  recession,  the  company  is 
increasing  market  share:  Sales  rose 
30%  in  the  past  six  months,  when 
industry  volume  was  flat. 

Ever  the  salesman,  Alan  Anixter  is 
quick  to  seize  on  the  bad  numbers  as 
a  good  omen.  "Look  at  it  this  way," 
he  says:  "Under  the  most  adverse 
conditions,  we  are  in  the  black  and 
making  a  little  money."  Instead  of 
worrying  about  the  recession,  he  is 
thinking  up  yet  another  slogan  to 
encourage  sales  gains. 

"One  is  through — on  to  two"  is 
what  he  has  in  mind  for  the  mid- 
Eighties.  ■ 
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EXPRESS  MAIL  INTRODUCES 
MORE  FOR  LESS. 


THE  2-POUND  PAK 

EXTREMELY  URGENT 

RUSH  TO  ADDRESSEE 


The  2-Pound  Pttk. 
$9.35  overnight. 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  new  flat  rate  that  lets  you 
send  up  to  2  pounds  overnight,  anywhere  we 
go,  for  only  $9.35. 

It's  called  the  2-Pound  Pak,  and  it  actu- 
ally costs  less  than  some  carriers  charge  to 
send  a  few  ounces.  And  a  lot  less  than  the 
$20.00  or  so  they  charge  to  send  2  pounds.  So 
you  save  on  everything  from  the  lightest  let- 
ter to  a  big  2-pound  report. 

But  saving  is  just  one  reason  people  use 
Express  Mail  Next  Day  Service.  Reliability  is 


another.  We  now  deliver  70,000  overnight 
packages  and  letters  on  time,  every  day. 

And  Express  Mail  Service  is  easy  to 
use,  too.  We  have  convenient  drop  off  boxes 
in  dozens  of  locations  around  town.  You 
can  also  find  us  in  over  3,000  Post  Offices  in 
1,200  cities. 

So  for  important  overnight 
letters  and  packages,  try  the  new 
Express  Mail  2-Pound  Pak.  It  lets 
you  send  a  lot  more  overnight. 
For  less. 


)USPS  1982 


The  Up  &  Comers 


Fearless  Jim  Sorenson  knows  he  can  make 
a  buck  in  almost  anything — medical 
equipment,  land  deals,  generators,  optical 
lasers  or  ladies  lingerie. 

"Something  new 
and  wonderful" 
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James  LeVoy  Sorenson  at  Sorenson  Resources 
Making  a  business  out  of  thin  air. 


By  EUyn  Spragins 


I't  is  still  dark  at  5:30  in  the 
morning  as  James  LeVoy  Sorenson 
istarts  his  daily  three-mile  run.  As 
he  pounds  up  Immigration  Canyon 
near  Salt  Lake  City  heading  for  the 
sunrise,  he  gives  himself  a  little  talk. 
"You've  got  to  keep  reminding  your- 
self that  you're  something  new  and 
wonderful  and  different  in  the  world," 
he  says  with  conviction.  "And  that 
what  you're  pumping  out  of  yourself 
is  more  important." 

Sorenson,  60,  shouldn't  have  much 
trouble  admiring  himself  these  days. 
By  his  own  reckoning  he's  already  the 
richest  man  in  Utah  (although  the  far- 
flung  Eccles  clan  might  dispute  that). 
He's  the  largest  individual  sharehold- 
er in  Abbott  Laboratories,  with  a  3% 
position  currently  worth  some  $90 
million.  He  owns  200  million  tons  of 
coal.  He  holds  50  patents  for  medical 
equipment  inventions.  And  he  is  dab- 
bling in  a  biogenetic  testing  company, 
an  investment  company,  a  revolu- 
tionary oxygen-enrichment  generator 
and  a  thriving  ladies'  lingerie  com- 
pany he  started  that  is  moving  into 
cosmetics  and  self-help. 

What  makes  Jim  Sorenson  run? 
Son-in-law  Gary  Crocker  thinks  his 
Mormon  upbringing  has  a  lot  to  do 
with  it.  "The  Mormon  Church  really 
emphasizes  the  ability  of  anyone  to 
progress  indefinitely,"  he  explains. 
Sorenson  sees  it  in  simpler  terms. 
"Entrepreneurs  are  just  glorified  gam- 
blers," he  says.  "It's  just  a  matter  of 
where  you  are  placing  your  bets." 

Sorenson  didn't  have  much  to  bet 
with  in  the  beginning.  From  the  age 
of  ten  he  sold  magazines  and  worked 
in  a  fruit  cannery  to  help  support  the 
family.  After  two  years  of  college, 
another  two  years  preaching  the  Mor- 
mon way  in  New  England  and  a  brief 
stint  as  an  ensign  in  the  Maritime 
Service,  he  landed  a  job  as  a  detail 
man  for  Upjohn  in  Salt  Lake  City. 
With  some  cash  in  his  pockets  at  last, 
Sorenson  didn't  waste  any  time  solic- 
iting business  from  doctors  over  fan- 
cy luncheons.  Instead  he  ate  tuna  fish 
sandwiches  and  hiked  around  the 
foothills,  buying  up  goat  pastureland 
on  the  outskirts  of  town  at  $25  to  $50 
an  acre. 

"I  was  betting  the  town  would  de- 
velop in  that  direction,"  he  says.  And 
like  any  high  roller,  Sorenson  figured 
he  could  beat  the  odds.  "The  odds 
were  in  my  favor,"  he  insists.  "It 
wasn't  like  going  to  Las  Vegas."  But  it 
was  just  like  Vegas  when  Sorenson  hit 
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TAKE  CONTROL 
OF  YOUR  INVESTMENTS 


It  takes  more  than  instinct  and  hard  work  to  be  a  suc- 
cessful investor,  lb  really  take  control  of  your  invest- 
ment future,  you  need  fast,  accurate  information  from  a 
reliable  source.  The  kind  of  information  that  comes  only 
from  Dow  Jones,  the  world's  leading  provider  of  busi- 
ness and  financial  news.  Now  the  publisher  of  The  Wall 
Street  Journal  and  Barron  s  gives  you  instant,  electronic 
access  to  this  exclusive  information  in  the  convenience 
of  your  home  or  office. 

Here's  all  you  need  to  take  control.  All  it  takes  is  a 
personal  computer  —  such  as  Apple,  Commodore,  IBM, 
or  Radio  Shack-  and  DOW  JONES  NEWS/RETRIEVAL®. 
The  same  service  that's  the  number  one  choice  of  active 
investors  and  major  corporations,  including  9  of  the  top 
10  U.S.  financial  institutions. 

Track  Stock  quotations.  Current  stock  quotes  (de- 
layed 15  to  30  minutes  from  the  floor  of  the  exchange) 
for  over  6,000  companies.  Yesterday's  closing.  Today's 
opening.  Plus  high/low  data,  volume  traded,  and  his- 
torical quotes  back  to  1978. 

Save  time  managing  your 
portfolio.  Dow  Jones'  financial 
software  makes  portfolio  manage- 
ment fast  and  simple.  Monitor,  evalu- 
ate, graph  and  update  your  portfolio 
instantly.  Compute  your  stocks'  gains 
and  losses  based  on  the  very  latest 
prices. 


A  powerful  investment  research  tool.  Review 
news  that  could  affect  your  current  and  future  holdings. 
Receive  constantly  updated  news  from  The  Wall  Street 
Journal,  Barron's  and  the  Dow  Jones  News  Wire  (as  re- 
cent as  90  seconds,  as  far  back  as  1979).  Examine  corpo- 
rate and  industry  profiles,  complete  with  vital  10-K  data; 
corporate  earnings  forecasts;  detailed  current  and  his- 
torical financial  statistics;  weekly  economic  updates; 
and  other  important  financial  data. 

It's  easy  and  inexpensive.  You  need  no  specialized 
computer  skills  or  technical  know-how  and  it's  surpris- 
ingly inexpensive.  Ask  for  a  free  demonstration  at  your 
nearest  computer  store  or  call  the  toll-free  Dow  Jones 
Hotline. 

Don't  be  confused.  Others  may  offer  stock  quotes,  but 
there's  only  one  Dow  Jones.  This  is  the  only  service  that 
gives  you  access  to  the  entire  Dow  Jones  data  base.  The 
only  service  that  gives  you  total  control  over  your 
investments. 

Call  Toll  Free  800-257-5114 

(In  New  Jersey  609-452-1511) 


DOW  TONES 


DOW  JONES  NEWS/RETHIEVAL  is  a  registered  trademark  nf  Dow  Jones  &  Company,  Inc. 


the  jackpot  a  few  years  later.  He  fig- 
ured out  how  to  ride  the  coattails  of 
the  uranium  boom  in  1956.  After 
teaching  traveling  pharmaceuticals 
salesmen  how  to  stake  and  register 
claims  in  his  name,  Sorenson  paid 
them  $50  a  shot  to  claim  public  prop- 
erty around  the  ore.  Claims  in  hand, 
he  turned  around  and  sold  them  to 
uranium  penny-stock  promoters  for 
$3,000  to  $6,000  apiece.  The  profits 
were  plowed  into  pastureland  that  to- 
day, populated  by  split-level  ranches 
instead  of  goats,  goes  for  $10,000  to 
$40,000  an  acre. 

Then  something  happened  that 
called  forth  the  real  entrepreneur  in 
him.  He  walked  into  a  hospital  emer- 
gency room  one  day  after  a  sales  call. 
"I  saw  them  working  on  a  little  boy, 
an  accident  case,"  he  recalls  in  a  quiet 
voice.  "They  were  trying  to  pump 
blood  back  into  this  kid,  and  it  was 
going  out  as  fast  as  they  were  getting 
it  into  him.  He  finally  died.  The  au- 
topsy showed  air  had  gotten  into  the 
flow  of  donor  blood." 

Shocked  by  the  wasted  life,  Soren- 
son decided  to  try  to  solve  the  prob- 
lem. After  two  months  he  created  a 
device  that  not  only  eliminated  air 
bubbles  but  whistled  when  the  blood 
supply  was  depleted,  an  equally  cru- 
cial safety  factor.  How  did  Sorenson, 
with  no  engineering  background, 
manage  to  do  all  this?  "It's  a  matter  of 
left  brain,  right  brain,"  he  replies,  lift- 
ing his  hands  expansively.  "You've 
got  to  keep  your  intuition  going  with 
your  pragmatic  sense.  All  of  a  sudden, 
you  get  an  intuitive  feeling." 

At  36,  Sorenson  and  two  pharma- 
cists launched  Deseret  Pharmaceuti- 
cals. The  pharmacists  would  come  up 
with  new  drug  formulations,  and  Sor- 
enson, not  trained  in  pharmacy, 
would  turn  out  medical  devices.  Soon 
Sorenson  was  spending  all  his  time  at 
hospitals,  talking  with  patients  in  the 
wards  or  in  the  emergency  rooms, 
with  doctors  and  hospital  workers, 
even  with  an  occasional  nun.  He  dis- 
covered what  looked  to  him  like  a 
gold  mine.  "Everybody  else  is  so  pre- 
programmed in  a  hospital — they  went 
to  school  to  get  this  or  that  bit  of 
knowledge,"  Sorenson  observes  with 
a  grin.  "You  spot  opportunities  that 
are  right  there  in  front  of  you  just 
begging  somebody  to  do  something 
about  them." 

Oscar,  a  geriatric  patient,  turned  out 
to  be  one  of  those  opportunities.  He  was 
getting  intravenous  feeding  through  a 
metal  needle  taped  to  his  arm.  Custom- 
ary at  the  time,  such  hookups  were 
extremely  uncomfortable,  frequently 
became  dislodged  and  often  required 
new  punctures  daily.  "The  needle  was 


constantly  moving,  causing  irritation 
and  sometimes  phlebitis,"  explains 
Sorenson,  quickly  sketching  an  illus- 
tration on  a  blank  piece  of  paper.  "Os- 
car was  black  and  blue." 

Again  Sorenson's  inventive  muse 
talked  to  him.  What  if  he  took  the 
usual  needle,  ran  a  flexible  polyethyl- 
ene tube  or-catheter  down  through  the 
end  of  it  and  built  a  shield  around  the 
other  end?  That  would  permit  doctors 
to  make  the  injection,  withdraw  the 
needle  and  still  leave  the  catheter  in 
the  vein.  The  disposable  $1  inter- 
cath,  as  it  was  called,  did  more  than 
make  patients  comfortable.  It  made 
new  treatments  like  long-range  che- 
motherapy possible  for  the  first  time. 
Deseret's  sales  exploded,  almost  dou- 
bling within  six  months.  Before  long 
the  "pharmaceuticals"  in  Deseret's 
name  was  forgotten. 

With  the  confidence  of  a  gambler 


"I  had  a  chance  to  become 
a  doctor"  Sorenson  re- 
flects, "but  that  would  have 
narrowed  my  scope  tremen- 
dously. The  more  of  a  spe- 
cialist you  become,  the  less 
chance  you  have  of  becom- 
ing an  entrepreneur." 


riding  a  lucky  streak,  Sorenson  decid- 
ed to  raise  the  stakes.  Though  he  had 
17,000  shares  out  of  300,000,  worth 
some  $6  million  of  Warner-Lambert's 
stock  today,  he  wanted  something  all 
his  own.  So  he  sold  his  share  in  the 
business  to  his  partners  for  $137,000 
and  agreed  not  to  compete  with  Des- 
eret for  two  years. 

What  would  he  do  in  the  mean- 
time? Remember,  this  is  a  man  who 
sees  opportunity  everywhere.  Un- 
daunted by  the  prospect  of  entering 
the  rough-and-tumble  rag  trade,  Sor- 
enson hired  some  seamstresses  to 
make  underwear  based  on  a  concept 
of  "the  elegance  of  modesty — con- 
touring the  body,"  explains  Sorenson, 
"but  still  leaving  something  to  the 
imagination."  Today,  LeVoy's,  as  he 
dubbed  the  enterprise,  pulls  in  a  tidy 
$4  million  in  sales  a  year. 

But  Sorenson's  heart  was  in  medi- 
cal devices.  So  he  installed  two  tech- 
nicians at  LeVoy's — one  a  next-door 
neighbor  who  had  worked  in  the  fam- 
ily stamp  business  before  and  the  oth- 
er a  sewing  machine  repairman  from 
up  the  street.  They  worked  on  devel- 
oping his  concepts  into  prototypes. 

In  1974,  when  this  burgeoning  busi- 
ness, now  called  Sorenson  Research, 
was  spun  out  of  LeVoy's,  it  could  have 
been  a  textbook  study  on  what  not  to 


do.  While  the  two  technicians 
cranked  out  prototypes,  Sorenson 
conducted  haphazard  market  research 
with  local  doctors.  Sales  frequently 
rolled  in  long  before  the  company  had 
the  materials  to  assemble  the  prod- 
ucts, much  less  an  assembly  line.  But 
Sorenson  got  away  with  it  because 
nobody  else  made  what  he  did. 

"Running  a  company  on  back  or- 
ders is  a  death  strategy  unless  you 
have  total  proprietary  niches,"  says 
Gary  Crocker,  Sorenson's  Harvard- 
trained  son-in-law,  now  director  of 
marketing  at  SR.  "They  had  the  abili- 
ty to  use  the  customer  base  as  a  line  of 
credit  and  abuse  it  indefinitely." 

But  Sorenson  was  learning  that  in- 
novation wasn't  the  answer  to  every- 
thing. On  one  occasion  he  conceived  a 
way  to  return  a  patient's  own  blood  to 
his  body — necessary  in  surgery  be- 
cause too  many  operations  were  com- 
plicated by  yellow  jaundice  or  hepati- 
tis resulting  from  the  use  of  donor 
blood.  "Everybody  told  me  it 
wouldn't  work,"  Sorenson  recalls.  But 
he  came  up  with  a  novel  blood  recov- 
ery system,  which  collected  blood 
from  body  cavities  during  surgery. 
Still,  the  doctors  weren't  convinced 
that  the  prototype  would  work.  What 
if  it  malfunctioned  right  in  the  middle 
of  an  operation?  It  wasn't  until  Johns 
Hopkins — "a  pretty  good  outfit,"  Sor- 
enson says  with  a  wink — tried  the 
blood  recovery  system  and  approved 
it  that  the  product  found  acceptance. 

By  its  fifth  year,  Sorenson  Re- 
search's sales  hit  S6  million  and  began 
growing  by  45%  a  year.  Sorenson  con- 
tinued to  home  in  on  unique  patented 
devices,  rejecting  products  that  could 
provide  high  volume  but  would  eat  up 
working  capital  needed  for  R&D  and 
that  carried  lower  margins.  Each  pat- 
ent could  spawn  dozens  of  proprietary 
products.  That  ready  supply  of  novel 
items  allowed  Sorenson's  salesmen  to 
develop  special  relationships  with 
hospitals  and  doctors.  "Let's  see  what 
the  little  geniuses  have  come  up  with 
now,  the  customers  used  to  say,"  re- 
members Sorenson,  with  a  laugh. 

With  all  his  intense  interest  in 
things  medical,  why  didn't  Sorenson 
become  a  doctor?  "I  had  a  chance  to 
become  a  doctor,"  Sorenson  reflects, 
leaning  back  in  his  chair.  "But  that 
would  have  narrowed  my  scope  tre- 
mendously. The  more  of  a  specialist 
you  become,  the  less  chance  you  have 
of  becoming  an  entrepreneur." 

Sorenson  also  thinks  that  special- 
ized training  and  narrow  attention  to 
detail  prevent  big  companies  like  Bax- 
ter Travenol  Laboratories  and  Ameri- 
can Hospital  Supply  from  inventing 
more  products.  "They  prove  every- 
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If  your  business 
ships  freight  over 
the  road,  Transcon  has  a  new 
service  you  can't  afford  to  miss. 
Discount /Plus.™ 
No  other  carrier  offers  savings 
this  great  -  at  performance  levels 
this  high. 

20%  discount.  Applies  to  all 
class  rated  LTL  shipments.  Any- 
where in  the  country. 

Transcon's  On -Time  Guaran- 
tee. The  most  successful  performance 
package  in  the  industry.  We'll  deliver 


your  LTL  shipment 
on  time  -  or  pay  you  back, 
up  to  20%  of  the  invoice  on  top 
of  the  discount. 

All  points  delivery  with 
full  discount.  When  other 
carriers  use  off-line  connections, 
they  drop  their  discount.  Not 
Transcon.  As  long  as  we  pick  up 
or  deliver,  you  get  full  discount 
over  Transcon's  routes. 

All  this  and  service  too. 
Transcon  does  something  no 
other  major  carrier  dares.  We  dis 
patch  our  trucks  on  schedule, 
whether  they're  fully  loaded 
or  not. The  result  is  the  best 
on -time  performance  in  the 
industry.  92%  system- wide. 


35%  one  to 
three  days  early. 
President  Allan  B.  Foy : 

Compare  that  to  the  service  you're 
getting  from  your  current  carriers. 
Compare  prices.  Compare  discount 
restrictions.  Nobody  tops  Transcon's 
Discount  /  Plus™  service. 

"Call  me  on  my  personal  line 
at  (800)  421-5920.  In  California, 
(800)  262-1790.  PU  be  glad  to 
explain  details. 

"Now,  more  than  ever,  Transcon 
'puts  the  hammer  down' 
for  service'.' 


43-t 


ran  scon  lines 

P.O.  Box  92220,  Los  Angeles,California  90009 


The  Up  &  Comers 


Sandy  Sanders  may  have  been  sacked  by 
both  the  companies  he  started,  but  to  him 
thafs  just  the  price  of  being  a  pioneer. 

"An  arrow 
in  the  back" 


thing  with  numbers.  They  defend  ev- 
erything with  numbers.  The  better 
they  get  at  running  with  the  numbers, 
the  less  innovative  they  become." 

Sorenson  speaks  from  some  experi- 
ence. He  got  excited  about  the  sales 
numbers  for  his  cardiac  patient  moni- 
toring systems  and  tried  to  duplicate 
the  success  with  urological  monitor- 
ing. He  created  a  number  of  balloon 
catheters  and  other  devices  for  mea- 
suring urological  pressure  data,  but 
found  out  too  late  that  most  urol- 
ogists did  not  need  the  same  kind  of 
precision  in  their  equipment.  There 
was  no  significant  market. 

Even  with  such  minor  failures,  Sor- 
enson stayed  in  the  money  as  long  as  he 
held  all  the  cards.  But  he  finally 
bumped  into  something  he  couldn't 
control.  In  mid- 1980,  when  annual 
sales  at  SR  were  $50  million,  Sorenson 
decided  that  an  interest  rate  of  9%  was 
expensive  money  and  elected  to  post- 
pone capitalizing  his  mushrooming 
short-term  debt.  Based  on  a  character- 
istically positive  outlook,  that  deci- 
sion turned  out  to  be  a  critical  mistake. 

SR  was  growing  fast  and  working 
capital  requirements  were  skyrocket- 
ing. "Having  that,  plus  a  tripling  in 
interest  rates  over  your  planned  ex- 
pectations," says  Gary  Crocker,  "led 
to  a  set  of  circumstances  where  merg- 
er was  the  only  really  positive  feasible 
option  in  order  to  get  more  outside 
capital." 

With  short-term  debt  of  $12  million 
costing  20%,  only  $3  million  or  $4 
million  in  long-term  debt  and  an  ever 
increasing  need  for  funds,  Sorenson 
jumped  at  an  offer  from  Abbott  to  buy 
SR  for  $100  million  in  Abbott  stock. 
"It  was  a  good,  nice  round  number," 
he  reflects.  "I  never  was  really  in- 
clined to  get  the  top  dollar,  only  a 
darn  good  game." 

With  SR  behind  him  Sorenson  has 
found  some  new  games.  Recently  he 
was  batting  around  his  son-in-law's 
suggestion  that  the  Hunt  brothers 
might  want  to  trade  some  of  their 
silver  for  some  of  Sorenson's  200  mil- 
lion tons  of  coal.  He  has  also  hired 
researchers  to  explore  applications  for 
optical  lasers. 

But  Sorenson  is  most  excited  by  a 
process  he's  developing  that  will  alter 
the  ratio  of  oxygen  to  nitrogen  in  air. 
A  5%  increase  in  oxygen,  he  claims, 
jumping  up  to  draw  another  chart, 
would  increase  the  energy  output  of  a 
combustion  engine  by  25%.  Fuel 
would  also  burn  cleaner.  And,  of 
course,  it  could  revolutionize  indus- 
trial and  automotive  fields. 

"It  looks  good,"  he  says  with  typi- 
cal gusto.  "I  think  we're  really  on  to 
something."  ■ 


By  Harrison  Moore 

STRUGGLING,  LITTLE  $2  million 
(sales)  Santec  Corp.,  until  last 
month  Sanders  Technology  Sys- 
tems, and  well-established  $364  mil- 
lion Sanders  Associates,  a  leading  sup- 
plier of  military  electronics,  have  a 
couple  of  things  in  Common:  Both  are 
situated  in  southern  New  Hampshire, 
less  than  ten  miles  from  each  other;  and 
both  booted  founder  Royden  (Sandy) 
Sanders  out  of  the  chairman's  office. 

Sanders,  now  64,  is  a  gentle  soul 
with  horn-rimmed  glasses  and  a 
bushy  light-brown  mustache  that 
crawls  across  an  expressive  face.  Now 
demoted  to  chief  technologist  at  San- 
tec, which  is  working  its  way  out  of 
Chapter  1 1  after  four  years  of  losses, 
Sanders  takes  it  all  in  stride.  "I  guess 
if  you're  going  to  be  a  pioneer,  then 
every  once  in  a  while  you're  going  to 
get  an  arrow  in  the  back,"  he  says 
philosophically. 

Sanders'  credentials  as  an  inventor 
are  impeccable.  Although  he  never  fin- 
ished college,  he  holds  about  a  hun- 
dred patents.  During  World  War  II  he 
developed  the  first  radio  altimeter  for 
RCA  and  then  started  the  missile  and 
radar  division  at  Raytheon,  which  de- 
signed the  first  antiaircraft  missiles. 
With  a  group  from  Raytheon,  in  1951, 
he  founded  Sanders  Associates  to 
adapt  computer  technology  to  mili- 
tary applications.  Sanders  Associates 
went  public  in  1957,  raising  about  $1.5 
million,  then  had  two  more  public 
offerings  in  1968  and  1969,  raising 
$100  million  more.  As  the  economy 
turned  sour  in  1974,  the  company 
plunged  over  $19  million  into  the  red. 
Although  the  company's  military 
business  was  thriving,  its  commercial 


data  systems  division  was  losing  mon- 
ey. As  Sanders  remembers  it,  on  Feb. 
26,  1975  three  directors  walked  into 
his  office  and  informed  him  that  at  the 
board  meeting  48  hours  later  a  major- 
ity of  its  members  would  vote  for  his 
ouster.  Sanders  was  flabbergasted.  "I 
thought  they  were  all  my  friends,"  he 
says  sadly.  "It  was  a  perfectly  executed 
coup.  I  was  relieved  that  I  wasn't 
shot!" 

Sanders  says  he  was  never  given  a 
reason  for  the  palace  revolt,  but  Harold 
W.  Pope,  chairman  of  Sanders  Asso- 
ciates, says  Sanders  was  asked  to  re- 
sign because  he  would  not  act  to  stem 
the  flow  of  red  ink  from  the  company's 
data  systems  division.  A  Vial/  Street 
Journal  story  in  October  1975  went 
further  than  that,  implying  that  some 
members  of  the  board  might  have  been 
upset  by  Sanders'  personal  lifestyle 
and  alleged  "romantic  peccadilloes." 
Says  Sanders:  "I  would  hope  that  my 
personal  life  wouldn't  have  been  their 
concern." 

He  left  Sanders  Associates  and 
spent  several  months  doing  consult- 
ing work  for  Memorex  in  California, 
where  the  idea  for  his  next  invention 
first  glimmered.  He  saw  the  potential 
in  applying  new  technology  to  com- 
puter printers.  Memorex  advanced 
him  $50,000  to  develop  the  product, 
and  in  return  it  had  the  right  of  first 
refusal  on  Sanders'  printer.  Sanders 
purchased  a  defunct  computer  termi- 
nal manufacturer  in  Hackensack,  N.J. 
He  moved  the  operation  back  to 
southern  New  Hampshire,  named  it 
Sanders  Technology  and  hunkered 
down  to  create  a  superprecise  matrix 
computer  printer,  which  has  pins  that 
are  magnetically  propelled  through  a 
ribbon  to  produce  the  tiny  dots  that 


74 


FORBES,  MAY  24,  1982 


CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"Our  clients  expect  more  of  us 
as  professionals;  mat's  why  we  need 
an  insurance  company  like  CNA.  cari,  jr.,  is  our 

life  and  pension  specialist  and  David  is  our  property  and  casualty 
expert.  We  have  always  accepted  total  responsibility  for  all  of  our 
clients7  insurance  needs.  I'm  convinced  it  gives  them  more 
confidence  in  us.  We  rely  on  CNA  for  life,  auto,  home  and  business 
insurance — because  our  clients  rely  on  us  for  a  well- integrated 
insurance  program  they  can  understand."  p, 

[iiZlwk^ — 

J  Carl  R.  Schlotman,  Sr. 

Independent  Insurance  Agent 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 

CNA  Insurance  Companies/CNA  Plaza/Chicago  Illinois  60685 


Our  profits  will  be  down  in 
1982  after  two  record-setting 
years. 

The  recession  is  one  of  the 
reasons  why. 


The  other  reason  is  we're 
iving  up  some  of  our  earn- 
lgs  to  invest  more  heavily  in 
Jture  growth. 

We  could  add  more  than  $2 
share  to  1982  earnings  just 
>y  holding  research  and 
levelopment  and  oil  and  gas 
xploration  spending  at  1981 
jvels. 

But  we're  not  going  to  do 
lat.  We're  going  to  spend 
loreon  research  and  develop- 


ment than  ever  before.  About 
$200  million.  32%  more  than 
last  year. 

We're  also  increasing  our 
capital  spending  to  about 
$700  million.  Up  from  $609 
million  in  1981. 

And  we've  budgeted 
almost  $3  billion  for  oil  and 
gas  exploration  and  devel-^| 
opment  over  the  next  five  i\| 
years.  J)  1 

The  way  we  figure  it,  ( 


the  choices  we're  making 
now  are  going  to  pay  off 
later. 

In  the  next  decade,  we 
expect  our  growth  to  be  more 
*  and  more  profitable. 
J       Then  we'll  have  nothing 
w  to  tell  you  but  good  news. 


$  /Allied 

Jto  J/        ( ^~ Corporation 


We  mean  business. 


The  Up  &  Comers 


Sanders  and  Chu  of  Santec  Corp. 
"I  have  no  regrets. ," 


make  up  each  character. 

The  financing  was  easy.  Sanders' 
reputation  lured  about  $1  million 
from  venture  capitalists.  He  himself 
anted  up  about  $700,000  from  his  con- 
sulting fees  and  the  sale  of  his  Sanders 
Associates  stock. 

Shortly  thereafter,  Fleischhauer,  a 
large  German  office  equipment  man- 
ufacturer that  had  read  about  Sanders' 
developing  technology  in  industry  re- 
ports, approached  Sanders.  Fleisch- 
hauer wanted  exclusive  European 
rights  and  claimed  it  could  give  the 
company  all  the  business  it  could 
handle.  Sanders  signed  a  contract  for 
$57  million  with  the  German  con- 
glomerate, essentially  locking  up  pro- 
duction— once  it  started — for  the  next 
four  years. 

"It  was  not  a  break  to  turn  down," 
he  says. 

Three  years  later,  despite  the  fact 
that  Sanders  still  hadn't  perfected  the 
software  in  his  printer  and  had  run  up 
losses  totaling  over  $2  million,  the 
great  potential  of  the  Fleischhauer 
deal  generated  enough  investor  appeal 
to  go  public  in  July  1979.  Selling  less 
than  one-quarter  of  the  equity  at  $9 
per  share,  the  company  hauled  in  $3.5 
million.  In  addition,  this  lucrative 
contract  opened  lines  of  credit  for 
over  $1  million  at  Boston's  two  larg- 
est banks.  Then  things  soured. 

With  development  behind  sched- 
ule, Fleischhauer  backed  out  of  the 
deal.  All  too  soon  it  became  apparent 
that  Sanders  had  not  molded  a  solid 


management  team.  He  had  appointed 
his  29-year-old  wife/former  secretary 
from  Sanders  Associates  as  chief  ad- 
ministrator and  treasurer.  Few  of  the 
officers  at  Sanders  Technology  had 
much  battlefield  experience. 

By  March  1980  Sanders  Technology 
was  strapped  for  cash.  A  new  group 
headed  by  Frederick  Adler  and  Henry 
Burkhardt  III,  the  money  men  behind 
Data  General,  jumped  in  with 
$800,000  in  return  for  a  big  chunk  of 
equity.  The  new  venture  capitalists 
stipulated  that  Burkhardt  take  over  as 
president  and  chief  operating  officer. 

"It  was  bitter  medicine,"  says  Sand- 
ers. "But  what  was  my  alternative?" 

With  his  wife  and  new  baby,  Sand- 
ers fled  to  the  British  Virgin  Islands 
for  a  vacation.  He  had  hoped  to  lie 
on  the  beach  for  three  weeks,  but 
after  just  six  days  a  phone  call 
snatched  him  back  to  reality.  A 
small  metalworking  shop,  whose 
overdue  bills  totaled  no  more  than  a 
couple  of  thousand  dollars,  was  de- 
manding immediate  payment  from 
Sanders  Technology. 

On  Saturday  Sanders  flew  back, 
met  with  the  board,  and  Monday,  May 
5,  1980,  Sanders  Technology  sought 
court  protection  under  Chapter  11. 
Adler  and  Burkhardt  resigned. 

Says  Adler:  "The  financial  state- 
ments we  saw  were  misleading.  The 
state  of  receivables,  payables  and  in- 
ventory was  different  from  what  we 
believed.  Nothing  could  be  done  after 
Burkhardt  took  over.  Burkhardt  with- 
drew because  he  didn't  want  his  name 
associated  with  the  company." 

Affairs  were  bleak  and  getting 
worse.  A  pair  of  turnaround  artists 
moved  in,  but  they  stayed  only  a  few 
months.  Finally,  the  company's 
shareholders  sued.  Says  Sanders:  "To 
be  in  Chapter  1 1  less  than  12  months 
after  you  have  a  public  offering  is  very 
hard  to  justify." 

But  Royden  Sanders  wasn't  about  to 
quit  without  a  fight.  He  sought  the 
backing  of  Urban  National  Corpora- 
tion (UNC),  a  Boston  venture  capital 
outfit — whose  20-odd  shareholders 
include  colleges,  churches,  pension 
funds  and  corporations — that  requires 
an  ethnic-minority  chief  executive. 
Sanders  would  have  to  step  aside. 

Sanders  thought  of  J.  Chuan  Chu. 
They  met  when  Chu  contacted  Sand- 
ers after  reading  about  his  new  printer 
in  a  magazine.  Chu  had  worked  for 
Univac,  Honeywell  and  Wang  Labora- 
tories and  was  now  wrapped  up  in  a 
pet  project:  introducing  capitalism  to 
his  homeland,  the  People's  Republic 
of  China.  Chu  was  intrigued  with 
Sanders'  proposal,  and  UNC  was  sat- 
isfied with  Sanders'  selection.  Chu 


structured  a  $2.5  million  refinancing 
that  included  $500,000  from  both 
himself  and  UNC  in  return  for  about 
30%  of  the  equity.  He  reorganized 
management  with  a  handful  of  veter- 
ans, then  arranged  a  licensing  agree- 
ment with  Diablo  Systems,  a  comput- 
er-printer subsidiary  of  Xerox.  On 
Mar.  26,  1981  Sanders  Technology 
emerged  from  bankruptcy. 

Chu  wanted  to  combine  Sanders' 
technology  with  the  engineering,  fi- 
nancial and  marketing  strength  of  the 
Xerox  subsidiary.  But  still,  develop- 
ment lagged  behind  schedule,  and 
Sanders  Technology  again  exhausted 
its  cash.  In  early  February  1982  the 
company  arranged  a  $2.75  million  eq- 
uity financing  with  two  venture  cap- 
ital groups.  At  about  the  same  time, 
the  first  new  printers  were  shipped. 

First  reports  have  been  favorable. 
The  machine  can  produce  letter-qual- 
ity type  from  a  daisy-wheel  printer  yet 
switch  to  the  high  speed  of  a  matrix 
printer  for  data  processing.  Says  Reiny 
Sell,  the  marketing  vice  president:  "I 
could  sell  10,000  printers  if  I  had 
them." 

Sanders  shipped  200  printers  by  the 
end  of  March  and  expects  to  be  manu- 
facturing 1,000  a  month  by  the  end  of 
1982.  Somewhat  predictably,  given 
Chu's  contacts,  Santec  is  negotiating 
to  manufacture  printers  in  China.  Al- 
ready China  is  supplying  the  com- 
pany with  a  few  prototype  parts. 

Good  as  the  printer  may  be,  howev- 
er, it  faces  an  uphill  battle  because  of 
Sanders  Technology's  recent  bank- 
ruptcy. As  Sell  puts  it:  "No  one  wants 
to  operate  expensive  orphans." 

Despite  Chu's  predictions  of  a  prof- 
it for  1982,  the  reaction  is  equally 
wary  on  Wall  Street,  where  the  stock, 
trading  at  around  $2,  down  from  $6  in 
June,  is  sitting  near  its  lowest  level 
since  emergence  from  bankruptcy. 

To  boost  the  company's  credibility, 
Chu  felt  forced  to  strip  Sanders  of  all 
his  responsibilities  except  for  product 
development. 

Sanders  is  philosophical  about 
missing  out  on  his  second  shot  at  run- 
ning a  big  company.  He  has  learned  to 
measure  his  life's  work  in  other  ways. 
"I've  spent  my  professional  life  devel- 
oping new  technologies,"  he  says, 
"and  it's  taken  a  fair  amount  of  tenac- 
ity." That  Sanders  has  plenty  of.  He 
and  his  wife  are  expecting  their  sec- 
ond child  late  this  month,  and  after 
the  baby  is  delivered  Sanders  says  he's 
leaving  to  start  his  own  consulting 
firm,  Sanders  Design.  "Sure  I  made 
some  mistakes,  "  he  says,  "but  I  have 
no  regrets.  I  took  risks  but  not  foolish 
ones.  Breaking  new  ground  requires 
taking  risks."  ■ 
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Are  you  and  your  small  copier 
giving  each  other  breakdowns? 


It's  a  vicious  circle. 

You  get  a  small  copier  without  realizing  how  many 
copies  you'll  be  making. 
You  overwork  the  copier  and  it  has  a  breakdown 
Then  you  can't  get  your  work  done  and  you  feel 
like  you're  ready  for  a  breakdown 

It's  nobody's  fault,  certainly  not  the  small  copier's. 
It  just  wasn't  built  to  handle  big  work  loads. 

Which  brings  us  to  the  Minolta  EP  530R  It  can 
take  on  work  loads  that  would  overwhelm  an  ordi- 
nary small  copier 

And  it  takes  big-copier  options.  Like  a 
sorter.  A  document  feeder.  And  a  counter 
to  keep  track  of  how  many  copies 
you've  made.  ^ 

It  has  a  self-diagnostic  system  to  catch  *W 
small  problems  before  they  become 
big  headaches  The  EP  530R. 

The  bigger  small 


It  makes  copies  up  to  1 1  x  17"  And  it  has  Minolta's 
exclusive  micro-toning  system  for  crisp,  clear  copies. 
From  edge  to  edge  It  even  makes  reduced  copies. 

If  you  don't  need  copy  reduction,  you  can  get  the 
EP  530R  without  the  R.  The  Minolta  EP  530. 

So  get  the  bigger  small  copier.  And  give  yourself  a 
break  instead  of  a  breakdown 

For  the  name  of  your  nearest  authorized  Minolta 
dealer,  look  under  our  trademark  in  the  Yellow 
Pages.  Or  call  toll-free  800-526-5256.  In 
New  Jersey,  201-797-7808. 


i>\9ts2  Minolta  Corporation 


copier. 
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The  Up  &  Comers 


Many  young  boys  dream  of  running  away 
to  join  the  circus.  Doug  Holwadel  went  a 
step  further.  He  bought  one. 


"You  can't  let  the 
lions  go  hungry" 


As  a  child  in  suburban  Cincin- 
nati, Douglas  Holwadel  would 
t  stand  and  stare  for  hours, 
watching  the  great  circus  trains  un- 
load and  set  up  their  shows  on  the 
edge  of  town.  When  he  grew  up  and 
became  a  vice  president  of  marketing 
of  the  Santee  Cement  Co.  in  South 
Carolina,  he  devoted  a  full  room  of  his 
house  to  an  elaborate  miniature  cir- 
cus he  built  to  scale.  Earlier  this  year, 
Holwadel's  dream  came  true.  He 
bought  a  real,  live  circus. 

"It's  not  as  crazy  as  it  sounds,"  he 
says  somewhat  defensively. 

Holwadel  didn't  just  buy  a  bunch  of 
jittery  fleas.  He  and  John  Pugh,  the 
show's  manager  who  runs  day-to-day 
operations,  are  now  the  proud  owners 
of  the  nearly  100-year-old  Clyde  Beat- 
ty-Cole  Bros.  Circus,  which  boasts  3 
rings,  13  elephants,  a  pride  of  lions 


and  about  240  workers  and  perform- 
ers with  enough  feats  of  derring-do  to 
fill  a  2 'A-hour  show.  About  the  only 
thing  the  circus  doesn't  do  is  make 
much  money.  It  has  not  shown  a  prof- 
it since  1979.  Yet  Holwadel,  5.1,  is 
convinced  he  can  take  the  S4  million 
(revenues)  circus  and  produce  a  25% 
return  on  working  capital.  Consider- 
ing the  SI. 5  million  deal  he  swung, 
that  dream  might  come  true,  too. 

Holwadel  didn't  even  have  to  put  a 
down  payment  on  the  purchase.  All 
he  and  two  relatives  had  to  come  up 
with  was  S200,000  in  working  capital 
to  get  the  traveling  circus  on  the  road. 
He  talked  the  seller,  Florida  State 
University  Foundation,  into  giving 
him  20  years  to  pay  $1.5  million  at  an 
attractive  10%  interest  rate.  The  uni- 
versity was  given  the  circus  last  year 
as  a  tax-deductible  gift  from  Florida 


dog-track  owner  and  millionaire  Jerry 
Collins  and  was  scared  to  death  it 
would  get  stuck  with  it.  Laughs  Hol- 
wadel: "It  was  costing  SI,  100  a  week 
just  to  feed  the  elephants." 

The  key  to  making  money  with  a 
three-ring  circus,  thinks  Holwadel,  is 
marketing.  He  wants  the  circus  to 
play  more  dates  in  shopping  centers 
and  fewer  in  the  fields  at  the  edge  of 
town.  And  he  is  trying  to  talk  more 
companies  into  hiring  the  circus  for 
company  picnics  and  conventions. 
IBM  and  American  Express  have  been 
customers  in  the  past. 

"There's  great  potential  in  selling  a 
little  bit  of  nostalgia,"  he  says.  "The 
American  public  still  wants  to  buy 
Americana  and  nostalgic  entertain- 
ment, and  this  is  it."  They  may  dis- 
card the  wooden  bleacher  seats  and 
replace  them  with  more  easily  set  up 
mechanical  seat  wagons,  but  they 
won't  discard  such  cherished  tradi- 
tions as  the  raising  of  the  tent  by 
Helen,  Sue  and  Pete,  circus  elephants. 
"I've  seen  as  many  as  3,000  people 
show  up  with  their  kids  to  watch." 

The  circus  caravan  to  over  100 
cities  in  33  weeks  started  last  month. 
To  cover  S15,000-a-day  expenses, 
Holwadel  must  fill  half  the  4,000 
seats  at  prices  up  to  $7  each.  Every- 
thing after  that  is  pure  profit.  "But  if  it 
rains  and  we  sit  there  stuck  in  the 
mud,  or  no  one  comes  out,  that's  our 
tough  luck,"  Holwadel  adds.  "The 
acrobats  and  clowns  still  get  paid,  and 
you  can't  let  the  lions  go  hungry." 

What  if  Holwadel,  still  a  Santee 
vice  president,  can't  pack  the  tent? 
"At  worst,  I  could  default  on  the  notes 
to  Florida  State,  but  I  consider  this 
risk  nominal.  We're  already  operating 
at  a  profit  despite  bad  weather."  Hol- 
wadel's brother,  Kent,  a  Merrill  Lynch 
senior  account  executive  and  a  minor 
investor,  views  it  as  a  bit  of  a  lark: 
"We  don't  have  to  be  practical  about 
everything  we  do." — John  A.  Byrne 


Getting  listed 

When  S210  million'  (sales) 
Thermo  Electron  Corp. 
moved  from  the  over-the- 
counter  market  to  the  New  York 
Stock  Exchange  late  in  1980,  the  com- 
pany hoped  to  lower  the  cost  of  rais- 
ing equity  capital.  Now  John  Hatso- 
poulos,  Thermo's  vice  president  of 
corporate  strategy,  has  his  doubts:  "If 
I  had  to  do  it  all  over  again,  I'm  not 
sure  I  would,"  he  says  with  a  sigh. 

The  American  and  New  York  stock 
exchanges  claim  that  listing  with 
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them  lowers  the  cost  of  equity  capital 
because  investors  perceive  the  stock 
as  less  dicey  and  so  are  willing  to  pay 
more  for  it.  The  National  Association 
of  Securities  Dealers  (NASD),  the 
over-the-counter  people,  says  listing 
on  the  Amex  or  NYSE  doesn't  mean  a 
thing.  Naturally,  both  sides  have 
studies  to  prove  their  points. 

The  latest  volley  began  in  1980, 
when  the  SEC  published  a  study  by 
Dan  Dhaliwal,  an  accounting  profes- 
sor at  the  University  of  Arizona,  as 
part  of  its  Capital  Market  Working 
Papers  series.  Using  a  highly  theoreti- 
cal model,  he  concluded  an  NYSE  or 
Amex  listing  lowers  the  cost  of  cap- 
ital. Amex  was  delighted  and  mailed 
copies  to  some  NASD  firms,  hoping 
they  would  switch.  Gordon  Macklin, 
NASD's  president,  hit  the  ceiling. 
"That  big  government  eagle  on  the 
cover  was  competitively  unfair  to 
us,"  he  says,  arguing  that  Amex  made 
it  look  as  if  the  SEC  endorsed 
Dhaliwal's  findings.  The  commission 
does  not  comment  on  the  merits  of 
any  of  its  working  papers. 

To  redress  this  alleged  slight,  the 
SEC  agreed  to  publish  a  study  critical 
of  Dhaliwal's  work.  So  Macklin  now 
has  his  own  report — complete  with 
eagle — "proving"  a  move  to  the  big 
exchanges  has  no  discernible  effect. 
NASD  paid  for  that  report.  Says  Amex 
President  Robert  Birnbaum,  "1  think 
it  is  fairly  obvious  those  results  were 
mandated  [by  NASD]." 

About  the  time  the  NASD-spon- 
sored  report  came  out,  a  second — not 
associated  with  NASD — was  released; 
it  came  to  the  same  conclusion.  The 
Amex  is  not  impressed  by  that  one 
either.  It  is  preparing  a  critique  that 
will  attack  the  conclusions  in  both 
studies  point  by  point.  In  their  de- 
fense, the  authors  said  they  did  their 
reports  only  because  of  the  "flaws"  in 
Dhaliwal's  work.  Clearly  this  sort  of 
thing  can  go  on  forever. 

What  should  you  consider  if  you  are 
thinking  of  listing  your  stock  on  an 
exchange?  Well,  the  NYSE  has  indis- 
putable prestige.  Some  institutions 
and  foreign  investors  won't  touch  a 
stock  not  listed  on  the  Big  Board.  The 
Amex  has  a  reputation  for  aggressive- 
ly marketing  its  group  of  companies; 
it  sponsors  many  seminars  for  mem- 
bers on  the  problems  of  small  and 
middle-size  companies.  NASD  has  a 
nationwide  system,  where  an  average 
of  seven  market  makers  for  each  stock 
compete,  as  opposed  to  the  specialists 
at  Amex  and  NYSE,  who  are,  in  effect, 
licensed  monopolists. 


But  the  critical  difference,  Thermo 
Electron's  Hatsopoulos  now  thinks,  is 
the  higher  commissions  that  market 
makers  get  on  NASD  as  compared 
with  Amex  or  NYSE.  "In  our  case 
their  commissions  were  as  much  as 
30  cents  to  40  cents  a  share  higher.  If 
it  were  me,  I'd  push  the  stock  harder  if 
I  made  $1  million  than  I  would  if  I 
made  $100,000."— Jane  Carmichael 

Thanks,  but  no  thanks 

How  much  does  it  cost  to  give 
away  $960  million  annually? 
Answer:  $38  million.  This 
partially  explains  the  opposition  to  a 
congressional  proposal  to  set  aside 
1%  to  3%  of  the  $40  billion  federal 
research  and  development  budget  just 
for  small  companies. 

A  surprising  lobby  trying  to  block 
the  bill  is  the  American  Electronics 


Association.  Even  though  80%  of  its 
1,900  members  are  small  high-tech 
companies  that  would  benefit  from 
the  proposal,  the  group  says  the  red 
tape  involved — everything  from  appli- 
cation forms  to  statements  showing 
the  recipient  is  complying  with  the 
grant's  guidelines — would  far  out- 
weigh the  potential  benefits. 

The  size  of  the  bureaucratic  morass 
can  be  seen  by  the  program's  projected 
cost.  The  Congressional  Budget  Of- 
fice estimates  the  government  will 
spend  $38  million  per  year  to  admin- 
ister the  program. 

Despite  the  costs  and  opposition, 
Congress-watchers  give  the  bill  a  good 
chance  to  pass.  Why?  Because  the  pro- 
gram would  increase  the  power  of  the 
House  and  Senate  small  business  com- 
mittees. After  all,  when  you  are  hand- 
ing out  $960  million  a  year,  you  are  a 
powerful  fellow. — Beth  Brophy 


An  American  executive  works  wonders  for 
a  staid  old  British  company.  So  what  does 
he  get  in  return  for  his  efforts? 


Some  thanks! 


By  Rosemary  Brady 


T|  he  British  have  always  been 
ambivalent,  if  not  downright 
hostile,  toward  commercial  suc- 
cess. They  still  are.  Witness  the  case 
of  a  talented  American  executive, 
Richard  V.  Giordano.  Last  year,  two 
years  after  he  took  the  helm  of  Brit- 
ain's BOC  Group,  Giordano  brought 
forth  some  very  good  results  for 
BOC's  long-suffering  shareholders: 
The  company's  pretax  profits  were  up 
by  50%  from  1980,  to  $185.4  million; 
dividends  were  up  by  10%.  BOC's 
shares,  traded  on  the  London  Stock 
Exchange,  rose  50%. 

So  what  did  Giordano  get  for  his 
trouble?  A  lot  of  flak,  as  it  turned  out. 
At  the  company's  annual  meeting  in 
London  in  February,  shareholders 
griped  that  Giordano's  salary,  at 
$954,000,  was  the  highest  known  sal- 


ary paid  to  a  British  executive  last 
year.  "Obscene,"  one  shareholder 
yelled  from  the  floor. 

But  Giordano  bears  no  ill  will.  "On 
the  whole,"  he  says  diplomatically, 
"the  publicity  for  the  company  has 
been  favorable." 

Favorable  it  certainly  should  be. 
With  sales  of  nearly  $3  billion,  the 
BOC  Group  (formerly  British  Oxygen) 
is  Britain's  largest  and  oldest  industri- 
al gases  producer  and  its  33rd-biggest 
company.  Founded  in  London  in 
1886,  the  company  has  long  projected 
a  traditionally  British  image:  over- 
manned and  stuffy,  with  a  profound 
sense  of  class  structure.  Although 
profits  did  keep  pace  with  inflation  in 
the  1970s  (rising  from  $36  million  to 
$120  million),  the  stock  languished.  If 
the  company  was  solid,  it  was  also 
deadly  dull. 

In  1978,  however,  BOC  Chairman 
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What  Giordano  found  when 
he  moved  into  his  tenth- 
floor  office  overlooking  the 
drab  London  suburb  of 
Hammersmith  was  a  group 
plagued  by  directionless 
overdiversification.  During 
the  late  1960s  BOC  manag- 
ers .  .  .  invested  in  new  ven- 
tures wildly. 


Sir  Leslie  Smith  made  a  smart  move 
by  fighting  a  protracted  court  battle  in 
order  to  acquire  $785  million  (1978 
sales)  Airco  Inc.  (formerly  Air  Reduc- 
tion) of  Montvale,  N.J.  The  merger 
doubled  BOC's  size  and,  more  impor- 
tant, brought  with  it  Richard  Gior- 
dano, who  had  been  Airco's  president 
and  chief  executive.  The  share  price, 
now  $3,  has  more  than  doubled  since 
his  arrival. 

At  the  time  of  the  merger,  Giordano 
recalls,  "I  thought  I  was  leaving 
Airco."  But  Sir  Leslie  was  not  a  man 
to  hold  a  grudge.  Giordano,  now  48, 
had  impressed  Smith,  63,  with  his 
energetic  efforts  to  resist  BOC's  take- 
over bid.  Giordano  had  also  served 
well  on  BOC's  board  since  1973,  when 
the  British  company  acquired  its 
original  35%  stake  in  Airco.  So,  when 
the  British  executive  originally  slated 
to  become  BOC's  managing  director 
had  a  heart  attack,  Smith  offered 
Giordano  the  job.  The  hard-bargain- 
ing American  also  got  Smith's  own 
title  of  chief  executive  officer  and  is 
now  considered  heir  to  the  chairman- 
ship when  Sir  Leslie  retires,  possibly 
in  1986. 

What  Giordano  found  when  he 
moved  into  his  tenth-floor  office  over- 
looking the  drab  London  suburb  of 
Hammersmith  was  a  group  plagued 
by  directionless  overdiversification. 


During  the  late  1960s  BOC  managers 
thought  they  perceived  the  imminent 
demise  of  industrial  gases  as  a  growth 
business.  So  they  invested  in  new 
ventures  wildly.  Some  projects  fit  in 
with  the  group's  mainstream  busi- 
nesses, but  others  were  peripheral  and 
trendy:  A  frozen-pizza  operation, 
trout  farming  and  pea  farming  are  a 
few  examples. 

The  managers  miscalculated.  By 
the  late  1970s  new  applications  were 
being  found  for  industrial  gases,  a 
business  now  growing  10%  to  15%  a 
year.  The  trendy  sidelines,  by  con- 
trast, hurt  productivity,  pulled  down 
profits  and  wasted  too  much  manage- 
ment time.  Although  the  divestment 
process  had  begun  before  Giordano's 
arrival,  he  sped  things  up.  Since  1979 
Giordano  has  sold  or  closed  down 
some  30  businesses.  In  Britain,  the 
target  area  for  most  reductions,  the 
BOC  work  force  has  been  cut  back  by 
over  25%,  to  14,000:  Value  added  per 
employee  has  jumped  39% .  Largely  as 
a  result,  European  profits  alone  soared 
35%  during  the  three  months  ending 
last  December. 

A  major  reason  behind  Giordano's 
"obscene"  salary  last  year,  as  any 
American  would  understand,  was  his 
incentive  bonus,  a  system  Giordano  is 
extending  throughout  BOC.  Overall, 
Giordano  aims  to  concentrate  on  the 


BOC  Group's  four  main  product 
areas:  industrial  gases  ($1.3  billion), 
welding  products  ($509  million),  car- 
bon graphite  ($322  million)  and 
health  care  ($416  million).  To  build 
up  the  latter,  Giordano  early  this  year 
paid  $14.9  million  for  14%  of  Glas- 
rock  Medical  Services,  an  Atlanta- 
based  company  specializing  in  home 
medical  care  equipment.  Giordano 
will  probably  increase  that  holding. 
The  company  invested  $300  million 
last  year  for  plant  expansion  and  plans 
to  spend  another  $500  million  this 
year,  financing  most  of  the  expansion 
from  BOC's  surge  in  cash  flows,  about 
$315  million  last  year. 

One  cloud  on  Giordano's  horizon  is 
BOC's  faltering  welding  division, 
which  represented  some  18%  of  sales 
last  year  but  only  3.4%  of  the  Group's 
operating  profits.  "We  are  losing  mon- 
ey in  welding  in  both  the  U.K.  and  the 
U.S.,"  says  Giordano.  "But  we  are  try- 
ing to  tackle  it  in  50  different  ways." 
Through  structural  changes  inside 
plants,  new  production  processes  and 
management  shifts  (a  manager  from 
the  profitable  Australian  welding  di- 
vision has  moved  to  Britain  to  share 
his  expertise),  Giordano  hopes  to 
bring  returns  from  the  welding  divi- 
sion up  to  the  Group's  average  12% 
return  on  capital.  If  he  succeeds,  BOC 
could  be  earning  as  much  as  80  cents  a 


BOC's  Giordano 

Sir  Leslie  was  not  a  man  to  hold  a  grudge. 


share  by  1985 — which  of  course  will 
probably  mean  another  obscene  salary 
for  Dick  Giordano. 

Giordano,  a  onetime  Wall  Street  law- 
yer, remains  generously  philosophical 
about  the  criticism.  "There  is  always 
some  feeling  of  nationality  welling 
beneath  the  surface,  and  there  are  style 
and  language  differences,"  he  says. 


But  Chairman  Sir  Leslie  Smith  put 
it  far  less  diplomatically  at  the  annual 
meeting:  Isn't  British  management 
held  in  such  low  regard,  Sir  Leslie 
wondered  from  the  podium,  largely 
because  it  is  paid  so  poorly?  American 
Richard  Giordano  may  be  a  first  step 
in  remedying  that  particular  British 
disease.  ■ 


Many  in  Congress  and  in  the  credit  indus- 
try think  a  new  law  will  reverse  the  upward 
trend  in  personal  bankruptcy. 


Rush 
to  reform 


followed  by  bankruptcies  that  wipe 
out  individuals'  obligations  to  pay  for 
what  they  have  purchased.  "One  bank 
discovered  that  over  one-third  of  the 
people  who  filed  for  bankruptcy 
would  have  been  granted  credit  one 
day  earlier,"  says  Drew  Tidwell,  gen- 
eral counsel  of  the  Consumer  Bankers 
Association. 

Under  the  most  commonly  used 
provision  of  the  1978  law,  Chapter  7, 
an  individual  may  discharge  all  debts 
while  retaining  assets,  because  of 
broad  exemptions  for  homes,  auto- 
mobiles or  personal  proper 
ty — with  the  exemption 
amounts  depending  on 
state  law.  Bankruptcy,  in 
short,  "has  ceased  to  be  a 
result  of  economic  hard- 
ship and  is  now  a  result 


By  Allan  Dodds  Frank 


F|  or  every  action  there  is  a  re- 
action. Three  years  ago  Con- 
gress put  into  effect  a  law  allow- 
ing people  to  hang  on  to  more  of  their 
assets  while  declaring  bankruptcy  to 
get  out  from  under  the  burden  of  their 
debts.  Since  then  personal  bankrupt- 
cies have  doubled — to  456,514,  in- 
volving $6  billion  of  unpaid  debt  last 
year.  And  lenders  have  been  scream- 
ing about  abuses  and  lobbying  for  a 
stiffer  law.  So  Congress  is  moving 
toward  passage  of  a  new  bankruptcy 
law  that  would  give  lenders  power  to 
force  consumers  to  "reaffirm"  their 
bad  debts  and  guarantee  repayment. 

Under  a  bill  that  stands  a  good 
chance  in  the  Senate  and  a  similar 
measure  with  260  cosponsors  in  the 
House  of  Representatives,  debtors 
could  have  to  keep  paying  their  bills 
for  as  long  as  five  years,  bankrupt  or 
not,  because  creditors  would  have  a 
lien  on  future  income.  In  addition, 
creditors  would  gain  a  "security  inter- 
est" in  a  debtor's  personal  property 
and  could  force  seizure  and  sale  of 
books,  pots  and  pans  and  other 
"nonessential"  belongings. 

Banks,  finance  companies,  credit 
unions  and  retailers  who  have  banded 
together  in  the  National  Coalition  for 
Bankruptcy  Reform  are  looking  for  an 
immediate  payoff.  "Of  the  $6  billion 
that  was  discharged  last  year,  prob- 
ably $1.6  billion  could  have  been  re- 
paid," says  Representative  Billy  Lee 
Evans  (D-Ga.),  chief  sponsor  of  the 
House  bill.  But  more  important,  the 
credit  industry  wants  to  reverse  what 
it  sees  as  a  worrisome  trend  toward 
rakish  dissolution  resulting  from  the 
Bankruptcy  Reform  Act  of  1978. 

The  industry  sees  lawyers  advertis- 
ing bankruptcy  services  for  $200  to 
$500  in  fees;  sees  credit  card  sprees 


of  economic  financial  planning,"  says 
Chairman  Finn  Caspersen  of  Benefi- 
cial Corp.,  the  nation's  largest  con- 
sumer finance  company.  "The  prob- 
lem is  we  have  the  affluent  bankrupt, 
the  individuals  who  could  pay  back 
their  debts  but  choose  not  to  do  so." 

But  House  Judiciary  Chairman  Pe- 
ter Rodino  (D-N.f.),  coauthor  of  the 
1978  law  and  the  man  whose  commit- 
tee must  report  out  the  proposed  new 
law,  disagrees.  He  believes  the  big  in- 
crease in  bankruptcy  is  tied  to  the 
equally  great  expansion  of  consumer 
credit  (see  chart)  plus  the  recession. 
Rodino  fears  that  the  credit  industry 
may  try  to  use  the  federal  courts  to 
bail  out  its  own  failures  at  screening 
bad  risks,  while  creating  new  and  con- 
troversial legal  precedents  to  do  so. 

The  proposal  to  attach  future  in- 
come departs  from  traditional  bank- 
ruptcy law,  which  is  based  on  wheth- 
er a  person  has  the  assets  to  pay  debts 
today,  not  if  he  might  earn  enough  to 
pay  tomorrow.  Even  the  credit  indus- 
try admits  that  over  50%  of  those 
filing  personal  bankruptcy  need  the 
"clean  slate"  start  provided  by  cur- 
rent law.  This  has  brought  into  the 
controversy  scholars  such  as  Harvard 
Law  School's  Vem  Countryman,  who 
calls  the  future-income  provisions 
"involuntary  servitude,"  and  Purdue 
University's  Robert  Johnson,  who  ar- 
gues in  a  study  paid  for  by  the  credit 
industry:  "Many  consumers — perhaps 
25%  to  35%  of  the  petitioners — 
seem  to  be  in  a  position 
where  they  could  have  re- 
paid 50%  or  more  of 
their  debts." 


The  bankruptcy  boom 


Lenders  say  default  is  soaring  because 
borrowers  and  their  lawyers  are  no 
darn  good.  Not  so,  say  critics,  bank- 


ruptcies are  up  because  you're  lending 
more  money  and  aren't  too  careful 
about  who  qualifies  for  it. 
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Leaseway 
Transportation 


With  our  name  behind 
you,youVe  miles  ahead. 


Full  service  truck  leasing,  car 
fleet  leasing,  logistics  consulting, 
specialized  or  dedicated  trucking, 
warehousing,  manpower  leasing, 
fleet  maintenance,  supporting 
services.  Whether  you  need 
one,  all,  or  anything  in  between, 
tell  us.  We'll  custom-tailor  our 
services  to  your  needs. 

If  it  involves  moving  materials 
and  products  for  your  company, 
Leaseway  Transportation  can 
do  it  for  you.  Usually  better, 
faster  and  at  less  total  cost  than 
you  can  do  it  yourself. 

And  that's  the  way  it  ought  to  be. 


Leaseway  Transportation 

3700  Park  East  Drive.  Cleveland.  Ohio  44122.  (216)  464  3300 


So  will  we  get  a  new  law?  There's  a 
strong  possibility.  The  industry's  lob- 
bying has  corralled  Senate  Finance 
Chairman  Robert  Dole  (R-Kans.)  and 
minority  leader  Robert  Byrd 
(D-W.Va.)  and  pitted  260  cosponsors 
against  Rodino's  foot-dragging  lack  of 
desire  for  changing  the  law. 

Do  we  really  need  a  new  law?  No. 
There  is  a  provision  in  the  1978  law, 
Chapter  13,  that  calls  for  a  repayment 


schedule  to  be  set  up  from  future  in- 
come— at  the  same  time  exempting 
even  more  of  the  real  estate  asset. 
Probably  the  most  intelligent  solu- 
tion would  be  to  amend  the  1978  law, 
stiffening  terms  on  deadbeats  and  try- 
ing to  bring  down  the  cost  of  credit  to 
the  creditworthy. 

The  temptation — among  lobbyists 
and  congressmen — to  pass  sweeping 
legislation  is  an  unhealthy  one.  The 


Numbers  Game 


Big  corporations — like  the  rest  of  us — aren  V 
always  sticklers  for  consistency.  Here's  the 
new  view  of  much-maligned  FASB-8. 


On  second 
thought . . . 


By  Paul  B.  Brown 
with  Theodore  Lowes 


F|  OR  THE  PAST  THREE  YEARS  the 
Financial  Accounting  Stan- 
dards Board  struggled  to  fix 
FASB-8 — the  rule  governing  foreign 
currency  transactions — which  has 
been  roundly  and  rightfully  attacked 
for  distorting  financial  statements. 
When  the  dollar  was  weak,  as  it  was 
for  so  long,  the  rule  made  companies 
with  large  foreign  interests  look 
much  worse  than  they  really  were.  So 
FASB  finally  comes  up  with  a  new 
rule,  FASB-52,  which  addresses  all  the 
problems.  The  FASB  even  allowed 
companies  to  switch  to  the  new  stan- 
dard this  year  (the  change  becomes 
mandatory  next  year).  Guess  what? 
Most  companies — including  such  gi- 
ants as  Socal  and  Union  Carbide — 
have  decided  not  to  switch  this  year. 

All  told,  about  half  the  Forbes  500s 
will  wait  as  long  as  possible.  Why? 
Awful  as  FASB-8  seemed  when  the 
dollar  was  weak,  when  the  dollar  is  as 
strong  as  it  is  now,  FASB-8  allows 
some  companies  to  report  better  earn- 
ings. How  is  this  possible?  Just  watch. 

Under  FASB-8,  profits  and  losses 
from  a  company's  foreign  operations 
are  recorded  directly  on  the  profit  and 


loss  statement.  So  when  exchange 
rates  fluctuate,  so  does  the  dollar  val- 
ue of  these  profits  and  losses.  Fair 
enough.  Trouble  is,  FASB-8  does  not 
stop  there.  It  also  adjusts  certain  bal- 
ance sheet  items  for  exchange  fluctu- 
ations. Here's  how: 

Under  FASB-8,  property,  plant, 
equipment  and  inventory  are  translat- 
ed at  historical  cost  and  are  not  ad- 
justed for  exchange  rates.  Fine.  This 
keeps  with  the  old  accounting  theory 
that  says  if  you  don't  know  for  sure 
what  an  asset  is  worth  today,  don't 
mark  it  up  or  down.  But  while  assets 
are  recorded  at  historical  costs,  liabili- 


consequences  are  often  unforeseen. 
The  1978  law  may,  for  example,  have 
increased  the  cost  of  credit  to  the  lit- 
tle guy  who  rents  a  home  and  there- 
fore lacks  collateral.  And  the  results 
of  such  exuberant  lawmaking  are  of- 
ten as  futile  as  Calvin  Coolidge's 
1925  hard  line  against  defaulting  Eu- 
ropean borrowers:  "They  hired  the 
money,  didn't  they?"  He  didn't  col- 
lect either.  ■ 


ties  are  translated  at  current  exchange 
rates  on  the  ground  that  you  clearly 
know  how  much  you  owe,  even  if  you 
don't  know  as  clearly  exactly  the  val- 
ue of  what  you  own. 

When  the  dollar  is  strong,  compa- 
nies love  FASB-8.  Suppose  a  company 
owes  100  million  German  marks,  bor- 
rowed when  the  mark  was  worth  60 
cents  U.S.;  that  comes  to  U.S.  $60 
million.  Then  the  mark  drops  to  45 
cents;  now  the  debt  is  only  U.S.  $45 
million.  The  company  gets  to  report  a 
"gain"  of  $15  million. 

But  when  the  dollar  is  weak — forget 
it!  An  example  will  make  this  clear. 
Consider  ABC  Corp.  and  its  wholly 
owned  German  subsidiary,  where  the 
currency  is  the  mark.  As  the  year  be- 
gins, each  mark  equals  45  cents. 
When  we  start,  the  subsidiary  has  as- 
sets of  100  million  marks,  liabilities 
of  50  million  marks  and  shareholders' 
equity  of  50  million  marks. 

The  dollar  is  weakening.  By  year's 
end,  the  mark  has  appreciated  to  the 
point  where  it  is  worth  60  cents. 

At  the  end  of  the  year,  when  ABC 
Corp.  makes  up  its  financial  state- 
ment, it  must  consolidate  the  subsid- 
iary's earnings.  Under  FASB-8  the  as- 
sets are  still  valued  at  historical  rates, 
or  $45  million.  But  the  debt  is  trans- 
lated at  the  current  rate  and  has  in- 
creased in  U.S.  dollars  from  $22.5  mil- 
lion to  $30  million.  Result:  a  $7.5 
million  pretax  loss  for  the  year  that  is 
eventually  subtracted  from  the  par- 
ent's income  statement. 

Here  is  an  actual  case :  By  the  time  the 
$  1 .3  billion  (sales)  Norton  Co.  finished 
adjusting  the  balance  sheets  of  its  100 
foreign  subsidiaries  last  year,  it  faced  an 
$18.7  million  "loss"  in  income  caused 
by  the  foreign  currency  translations. 
No  wonder  companies  screamed. 

So  FASB  made  a  new  rule.  Now 
watch  what  happens  under  FASB-52. 
Everything  is  translated  at  current  lev- 
els: assets,  liabilities,  earnings.  But  if 
there  is  a  pretax  gain  or  loss,  the  in- 
come statement  is  not  affected;  the 
change  is  debited  or  credited  directly 
to  stockholders'  equity.  FASB-52  rec- 
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Want  to  see  freight  costs 
kept  on  the  right  track? 


Borg-Wamer's  Traffic  Services  helps  freight  company  users  by  expertly  auditing,  analyzing  and 
handling  payment  of  their  shipping  bills.  Result?  Millions  saved  in  overcharges.  That's  Borg-Warner 
today.  And  there's  more  to  come.  In  eight  major  markets,  Borg-Wamer  is  a  company  to  watch. 


Watch 
Borg-Wamer 


For  an  annual  report  write:  Borg-Wamer.  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


What  are  you  going  to  do 
when  you  can't  charge  anymore 
for  your  products  ? 


If  you  pass  on  too  many  cost  in- 
creases, it  won't  take  too  long  be- 
fore your  customers  will  pass  up 
what  you're  trying  to  sell. 

If  you  don't  pass  on  cost  in- 
creases, you  start  losing  money. 

It's  a  tough  problem.  But  fortu- 
nately, there's  a  good  way  to  solve 
it.  With  a  Bodine  assembly  ma- 
chine. 

A  Bodine  machine  is  designed  to 
increase  your  productivity  by  au- 
tomating the  one  place  where  you 
can  probably  save  the  most-your 
small  parts  assembly  operation. 
The  fact  is,  a  Bodine  machine  just 
may  be  able  to  cut  the  cost  of  small 


parts  assembly  by  95%  or  more. 

At  the  same  time,  it  can  cut  war- 
ranty and  liability  costs.  Because  a 
Bodine  machine  can  provide  100% 
inspection  and  verification  of  all 
parts. 

The  result  is  a  higher  quality 
product  at  lower  cost.  If  that 
sounds  like  the  kind  of  thing  you'd 
like  to  hear,  call  Frank  Riley,  our 
Vice  President.  He'll  tell  you  even 
more.  The  Bodine  Corporation,  317 
Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 


Mine 


Numbers  Game 


ognizes  that  there  really  isn't  any  cash 
involved,  so  the  gain  remains  in 
shareholders'  equity. 

When  the  corporate  community 
was  squawking  its  loudest  about 
FASB-8,  the  dollar  was  weak.  But  by 
the  time  the  FASB  got  around  to  fix- 
ing it,  the  dollar  had  recovered  with  a 
vengeance.  No  wonder  a  large  number 
of  companies  have  elected  not  to 
switch.  With  a  strong  dollar,  FASB-8, 
the  old  rule,  produces  higher  earnings 
on  the  profit  and  loss  statement. 

S.N.  (Mike)  Roseberry,  controller  of 
Engelhard  Corp.,  is  frank  about  the 
whole  thing.  "I  still  think  '8'  was  a 
terrible  rule,"  he  says.  "It  caused  a 
mishmash  of  distortions  and  caused 
violent  earnings  swings."  Then  he 
adds,  candidly:  "But  we  could  stand  to 
have  an  earnings  gain  on  the  profit 
and  loss  statement." 

Companies  are  also  concerned 
about  the  effect  a  switch  would 
have  on  shareholders'  equity,  because 
it  can  distort  profitability.  (Obvious- 
ly, if  equity  goes  up,  return  on  equity 
falls,  and  vice  versa.)  "Some  of  us  like 
to  do  our  accounting  on  a  more  order- 
ly, rational  basis,"  says  Louis  Pelou- 
bet,  controller  of  Union  Carbide. 
"The  switch  to  a  new  standard  last 
year  would  have  caused  a  sudden  de- 
crease in  the  equity  portion  of  a  com- 
pany's balance  sheet,  which  would 
have  been  hard  to  explain." 

Other  firms,  particularly  those  with 
complicated  foreign  exchange  situa- 
tions like  Standard  Oil  of  California, 
say  they  want  time  to  study  the  likely 
effect  of  the  new  rule. 

So,  where  does  this  leave  us?  As 
long  as  the  dollar  stays  strong,  there 
won't  be  any  rush  to  switch  to 
FASB-52.  In  December,  when  every- 
one has  to  switch,  there  may  be  distor- 
tions of  shareholders'  equity  and 
hence  profitability.  But  on  balance, 
most  executives  find  that  less  oner- 
ous than  distortions  of  net  income. 

Listen  to  Stephen  Wiley,  controller 
of  Kimberly-Clark,  who  switched  to 
FASB-52,  even  in  the  face  of  a  strong 
dollar:  ."I  think  the  greatest  effect  of 
the  new  standard  is  that  it  can  knock 
the  heck  out  of  your  shareholders' 
equity,"  he  says.  "But  we  spoke  to 
some  security  analysts  to  see  their 
perception  of  the  change.  Most  don't 
look  too  closely  at  book  value  any- 
way, so  we  decided  to  switch." 

Forbes  thinks  Kimberly  did  the 
right  thing.  If,  like  most  investors, 
you  are  primarily  interested  in  earn- 
ings, the  new  rule  makes  more 
sense.  ■ 
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CHANGE A 
WINNING 


At  Transamerica,  good  enough  isn't 
good  enough.  We  try  to  keep  topping 
ourselves.  Through  ups  and  downs,  thicks 
and  thins,  year  after  year  after  year. 

In  1981,  for  instance,  despite  a  tough 
economic  environment,  we  managed 
to  outdo  ourselves.  Again.  With  operating 
income  from  continuing  operations  of 
$221.8  million  ($3.43  per  share) —our  sixth 
such  record  increase  in  a  row. 

But  that  was  last  year.  We  can't  rest 
on  our  laurels.  Nor  on  year-old  ideas.  So 
we're  changing.  By  introducing  new  serv- 
ices and  products.  By  tying  our  related 
businesses  closer  together.  And  by  placing 
extra  emphasis  on  long-term  strategic 
planning.  Because  competitive  edges  can 
only  be  honed  by  continuing  change. 

And— year  after  year  after  year  — 
we  intend  to  keep  Transamerica's  sharper 
than  ever. 


I 

Mail  to: 
Transamerica 
Corporation, 
Corporate  Relations 
Department, 
P.O.  Box  7648, 
San  Francisco,  CA  94120. 

Please  send  me  a  copy  of  your  1981  annual  report. 


Name. 
Title  _ 


Company. 

Address  

City  


State/Zip. 
Phone  


Transamerica 
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Taxing  Matters 


Are  tax  credits  for  business  really  the  right 
way  to  achieve  self-sufficiency  in  energy? 


Credits  where 
credits  are  due? 


By  Ellyn  Spragins 


IT  SEEMED  SIMPLE  ENOUGH  in  1978. 
The  U.S.  economy  had  been 
slapped  silly  by  zooming  foreign 
oil  prices.  To  get  the  country  off  its 
imported  oil  fix  Congress  gave  tax 
credits  to  businesses  that  conserved 
fuel  or  developed  alternative  energy 
sources. 

But  now,  glutted  with  oil,  the  Ad- 
ministration has  proposed  that  energy 
tax  credits  begun  under  the  1978  En- 
ergy Tax  Act  be  repealed.  Since  oil 
prices  are  no  longer  controlled  at  be- 
low-market  prices,  says  the  Treasury, 
a  supporter  of  the  repeal,  there  is  suffi- 
cient incentive  for  business  to  con- 
serve energy  without  assistance  from 
the  government. 

"The  decision  as  to  how  to  make 
those  energy  conservation  in- 
vestments should  be  left  up  to 
businesses,"   asserts  Moshe 
Schuldinger  of  the  Treasury. 

Sounds  reasonable.  But 
there  are  many  who  disagree. 
"We  don't  have  what  you 
could  call  a  free  market  in  en- 
ergy," says  John  Wilson,  ex- 
ecutive director  of  the  Renew- 
able Energy  Institute.  "Any- 
one who  says  that  hasn't  been 
spending  much  time  in  the  en- 
ergy marketplace." 

He  has  a  point.  Natural  gas 
is  still  subsidized  by  price  con- 
trols, and  generous  helpings  of 
Treasury  benefits  are  ladled 
out  to  the  petroleum  and  coal 
industry  every  year.  Tax  bene- 
fits, like  allowing  companies 
to  expense  exploration  and  de- 
velopment costs,  giving  deple- 
tion allowances  and  granting 


special  capital  gains  treatment  for 
royalty  income  from  coal  leases, 
saved  the  industry  just  over  $3  billion 
in  1979.  Compare  that  with  the  $254 
million  in  tax  credits  that  found  its 
way  to  solar,  wind,  geothermal  and 
other  qualifying  alternative  energy 
developments. 

That's  why  tax  credits  have  proved 
decisive  in  triggering  energy-saving 
investments  by  a  number  of  large 
firms  like  Ford  Motor  and  Great 
Northern  Nekoosa.  Certainly  these 
credits  helped  persuade  GNN  to  build 
a  $40  million  bark-burning  boiler  at 
one  of  their  mills  in  East  Millinocket, 
Me.  That  investment  alone  saved 
228,000  barrels  of  oil  in  1981  and 
should  eventually  save  400,000  bar- 
rels annually. 

Wayne  Van  Dyck  of  Windfarms 


Ltd.,  for  another  instance,  is  putting 
the  finishing  touches  on  a  $250  mil- 
lion 80-megawatt  wind  energy  proj- 
ect, which  will  provide  8.5%  of  Hono- 
lulu's electricity  when  it  is  finished. 
Says  Van  Dyck,  a  former  investment 
banker  at  Donaldson,  Lufkin  &  Jen- 
rette,  "If  the  energy  tax  credits  were 
not  available,  then  we  could  not  do 
the  project  at  all." 

Solar  energy  has  also  been  basking 
under  the  warm  light  of  the  tax  cred- 
its. Bob  Mawhinney,  president  of 
Acurex  Solar  Corp.,  will  soon  start 
construction  of  a  12-megawatt  elec- 
tric generation  plant,  which  will  sell 
electricity  to  Southern  California  Edi- 
son. Without  the  tax  credit,  he  says, 
that  $75  million  project  cannot  go 
forward.  Yet  that  is  exactly  the  kind 
of  repeal  the  Administration  proposed 
earlier  this  year. 

If  the  credits  are  repealed,  those 
who  had  not  contracted  to  buy  all  of 
their  equipment  before  Reagan's  Feb. 
26  announcement  will  probably  see 
their  projects  collapse.  There  are  a  lot 
of  people  who  could  be  left  hanging. 
Some  are  two  years  along  and  still 
haven't  been  able  to  arrange  financing 
to  buy  their  equipment. 

"The  issue  isn't  whether  oil  prices 
go  up  or  down,"  says  John  Wilson. 
"Even  if  they  are  giving  it  away,  if 
they  stop  giving  it  away,  we  are  in  just 
as  deep  trouble  as  we  would  have  been 
otherwise." 

The  Strategic  Petroleum  Reserve 
offers  scarce  comfort  in  such  an  even- 
tuality. It  now  holds  about  253  mil- 
lion barrels  of  oil — just  about  the 
amount  that  would  be  needed  by  the 
military  for  16  months  in 
peacetime. 

At  this  point  the  credits 
have  a  chance  to  escape  repeal. 
Even  a  large  segment  of  Rea- 
gan's own  party  has  protested 
the  proposal. 

Even  if  everyone  agrees  that 
development  of  alternative 
sources  of  energy  should  be  en- 
couraged, doing  that  through 
the  tax  code  may  not  be  the 
best  way.  The  Treasury  points 
out  that  tax  credits  also  dis- 
criminate against  other  new 
technologies  that  may  be  even 
more  efficient.  But  if  energy 
tax  credits  are  abolished,  there 
will  be  no  federal  assistance  for 
alternative  energy  projects.  So, 
on  balance,  imperfect  vehicle 
though  they  may  be,  tax  credits 
look  like  something  worth 
holding  on  to  for  a  while.  ■ 
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At  every 
Lenox  setting 
Wausau  prows 
its  objectivity 

Lenox  —  renowned  for  fine  china  and  crystal  — 
has  16  locations,  from  Lawrenceville,  New  Jersey 
to  Austin,  Texas.  At  each,  they  need  an  objective 
insurer  —  one  that  concentrates  on  essential 
services.  And  at  each,  the  local  Wausau  service 
people  have  estab- 
lished effective  day-to- 
day relationships  with 
the  Lenox  people. 

Lenox  Treasurer 
Bill  Clark  notes,  "As 
soon  as  we  switched 


to  Wausau,  I  saw  a  significant  difference  m  tne  way 
our  insurance  programs  were  handled.  Wausau 
focuses  on  our  important  exposures,  not  routine 
'  inspections'  or  fussing  over  trivia. 

"Wausau's  objectivity,"  says  Mr.  Clark, 
"identifies  our  problems  and  helps  us  eliminate 
them.  That's  what  makes  each  plant's  cost-reduc- 
tion effort  more  pro- 
ductive. We're  very 
pleased." 

It's  crystal  clear. 
The  partnership  be- 
tween Lenox  and 
Wausau  works. 


WAUSAU 
INSURANCE 
COMPANIES 

Wausau  Wisconsin 54401 


To  do  business  between  one  country  and 
another,  you  need  to  build  bridges. 

Between  different  languages,  regulations, 
cultures,  and  currencies. 

There's  one  bank  that  can  help  you  to  build 
your  bridges.  Barclays  Bank. 

SPAN  THE  WORLD. 
Barclays  has  a  truly  international  banking 
network -covering  83  countries,  and  all  the 

BARCLAYS  BANK  INTERNATIONAL.  NEW  YORK,  14  OFFICES  IN  THE  USA  /  BARCLAYS  BANK 


world's  key  financial  and  business  centers. 

So  wherever  you're  doing  business,  there 
branch  waiting  to  help  you. 

Altogether,  you've  got  over  5,300  branche 
choose  from -all  run  by  Barclays. 

FOUNDATIONS  AT  BOTH  ENDS. 
All  are  staffed  by  highly-trained, experien 
people.  People  who  really  know  what's  going 
That  means  you  get  detailed,  accurate,  uj 

OF  CALIFORNIA,  SAN  FRANCISCO,  5  7  BRANCHES  /  BARCLAYS  BANK  OF  NEW  YORK,  64  8 


late  information.  And,  equally  important, 
.'11  find  that  since  Barclays  people  are  speaking 
Barclays  people,  communications  are  simpler, 
er,  more  reliable. 

NO  WEIGHT  LIMIT. 
You  would  expect  a  bank  with  so  large  an 
:rnational  network  to  have 
rong  asset  base. 
Even  so,  you  might  be 

AMERICANCORPORATION  AND  BARCLAYSAMERICAN  /  BUSINESS  CREDIT,  364 


surprised  to  learn  that  Barclays'  total  assets  run 
to  over  US$93  billion  (as  at  Dec.  31, 1981). 

Which  is  enough  to  take  care  of  any  project 
you've  got  in  mind -from  the  smaller  deals  to 
the  very  largest. 

So  next  time  you  need  finance,  information  or 
advice,  talk  to  Barclays  Bank 

They'll  help  you  build  your 
bridges  -and  cross  to  the  other  side. 

OFFICES  IN  35  STATES  /  BARCLAYS  BANK  OF  CANADA,  TORONTO,  9  OFICES  IN  CANADA. 
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Lone  Star  Chairman  James  Stewart  al- 
ready has  all  his  eggs  in  one  very  heavy 
basket.  Why  is  he  tossing  in  one  more? 


"Cement  is 
like  bread11 


By  Barbara  Rudolph 


T|hree  years  ago  James  Stewart, 
the  chairman  of  Lone  Star  In- 
dustries, decided  to  commit  his 
company  to  one  notoriously  cyclical 
business — cement.  Wall  Street  called 
him  rash,  even  foolish,  but  Stewart 
nonetheless  sold  off  nearly  all  his  un- 
related divisions.  That  included  his 
home  improvement  group,  then 
considered  a  company  gem. 

Today,  selling  building  sup- 
plies is  hardly  glamorous. 
Wickes,  which  bought  some 
Lone  Star  operations,  recently 
filed  for  bankruptcy.  Vindicat- 
ed— on  that  front  at  least — 
Stewart  is  wading  ever  deeper 
into  cement.  Last  month  Lone 
Star,  which  earned  $56  million 
on  sales  of  $9 1 7  million  in  1981, 
paid  $267  million  to  buy  Mar- 
quette Co.  from  Gulf  &  West- 
ern. Marquette's  3.5  million 
tons  boosts  Lone  Star's  total  ca- 
pacity to  13  million  tons. 

That  is  14%  of  the  domestic 
industry— and  a  big  acquisition 
to  take  on  in  the  midst  of  a 
severe  recession  in  housing  and 
construction.  Last  year's  ce- 
ment shipments  were  70  mil- 
lion tons,  down  16%  from  1979, 
and  experts  predict  that  this  year  will 
be  even  weaker.  Capacity?  It's  cur- 
rently 50%  greater  than  demand. 

Quite  simply,  Stewart  is  gambling 
that  demand  for  cement  will  return  by 
1984.  The  deal  he  struck  with  G&W's 
Charles  Bluhdorn  gives  Lone  Star  two 
years  of  breathing  space.  G&W  gets  a 
sizable  equity  stake.  That  way,  if  the 
business  comes  back  strong,  Bluhdorn 
won't  be  empty-handed.  Stewart  put 
up  just  $112  million  in  cash.  There's 
$60  million  in  preferred  stock,  with 
half  the  shares  convertible  after  three 


years  and  half  after  five.  Finally,  Lone 
Star  is  issuing  $95  million  in  notes, 
with  no  interest  paid  for  the  first  two 
years  and  interest  of  two  points  below 
prime  after  that. 

The  result:  Stewart  coughs  up  a 
minimum  of  cash  up  front.  "I've  got 
confidence.  We'll  wait  it  out,"  he  ex- 
plains. Still,  while  Stewart  waits, 
Lone  Star  is  left  with  a  minimum  of 


Lone  Star's  James  Stewart 
Cycles  or  no,  he  Wees  his  cement. 


$400  million  in  long-term  debt.  Stan- 
dard &  Poor's  figures  total  debt  at  over 
55%  of  capital,  and  has  just  placed  the 
company  on  its  CreditWatch. 

Stewart,  who  controls  13.5%  of 
Lone  Star  common  through  his  21.4% 
stake  in  Bangor  Punta,  remains  un- 
fazed.  He  is  snaring  one  of  the  most 
efficient  cement  facilities  in  the 
country — Marquette's  Cape  Girar- 
deau plant  in  Missouri,  which  gives 
him  a  lock  on  the  Missouri  and  south- 
ern Illinois  market.  There  is  one 
catch,  though:  Marquette's  five  other 


plants  bring  Lone  Star  more  heavily 
into  the  Northeast,  which  is  hardly 
full  of  boomtowns.  "I'd  rather  see 
them  in  Texas  than  in  the  Catskills," 
says  one  analyst. 

"There  was  nothing  else  for  sale," 
Stewart  explains  with  a  chuckle.  But 
that's  not  the  whole  story.  Lone  Star 
tends  to  carve  out  territories  that 
won't  attract  other  manufacturers. 
After  all,  in  cement  you  can  be  in  a  so- 
so  market  with  only  mediocre  plants 
and  still  make  good  money — if  you're 
the  only  game  in  town.  "I'd  be  less 
enthusiastic  about  our  Pittsburgh 
plant  if  it  were  in  California,  but  I 
know  no  one  else  is  coming  to  Pitts- 
burgh," says  Lone  Star's  Executive 
Vice  President  Carmine  Muratore. 

Indeed,  Stewart  voices  nothing  but 
scorn  for  a  competitor,  Kaiser  Ce- 
ment, which  concentrates  heavily  on 
the  Texas  and  California  markets. 
"Kaiser  is  small;  it's  located  in  one 
part  of  the  country,  and  it's  done  poor- 
ly there,"  he  says.  Perhaps  because 
the  recession  is  so  severe,  the  Federal 
Trade  Commission  allowed  Stewart's 
acquisition  to  go  through  without  any 
plant  divestitures.  Then  too,  by  an- 
other measure,  Lone  Star,  which  is 
the  nation's  largest  cement  pro- 
ducer, doesn't  look  quite  so 
huge:  Canada  Cement  LaFarge, 
based  in  Montreal,  has  slightly 
more  capacity  and  has  been  ag- 
gressively expanding  in  the  U.S. 

There  is  still  no  guarantee 
that  Marquette  will  make  any 
money  for  Lone  Star  in  the  short 
term.  Stewart  allows  that  even 
though  Marquette  just 
"squeaked  by"  in  1981,  it  will 
do  better  this  year.  But  Wall 
Street  is  skeptical.  "It's  got  to  be 
a  drain — possibly  for  the  next 
several  years,"  says  Smith  Bar- 
ney's Barbara  Alexander. 

Then  there's  the  turmoil  in 
Argentina.  Last  year  Lone  Star's 
Argentine  operations  kicked  in 
almost  30%  of  operating  in- 
come. Profits  there  fell  50%  for 
the  first  quarter  of  1982,  and 

  Merrill  Lynch's  Jeanne  Terrile 

estimates  that  Argentina  will  gener- 
ate less  than  $20  million  in  operating 
profits'  this  year — a  decline  of  over 
35%.  Stewart,  however,  exudes  his 
usual  optimism:  "I  have  faith  that  the 
people  of  Argentina  will  find  a  way  to 
make  a  fine  country.  ..." 

A  little  blind  faith  can't  hurt,  of 
course,  and  Stewart  has  it  in  quantity. 
"Cement  is  like  bread  and  water," 
Stewart  concludes.  "It's  a  basic  need; 
demand  for  cement  has  to  bounce 
back."  There's  just  one  looming  ques- 
tion: When?  ■ 
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WESTINGHOUSE  TECHNOLOGY: 

Strengthening  America's  defense 

and  making  tax  dollars  more  productive. 


One  Wfestinghouse  radar  technology 
six  different  service  applications. 

In  the  early  1970's  Westinghouse  developed  an 
innovative  modular  radar  technology  designed  to 
anticipate  future  requirements  for  more  sophisticated, 
more  reliable  defense  systems.  At  half  the  size,  weight 
and  cost  of  previous  electronic  sensors,  this  advanced 
fire  control  radar  has  demonstrated  an  unprecedented 
combination  of  performance,  reliability,  and 
maintainability. 

And,  thanks  to  a  modular  design  approach,  it  is  also 
saving  tax  dollars  by  meeting  a  wide  range  of  service 
applications. 


Adaptable  to  air,  land  and  sea. 

This  high  performance  radar  has  helped  make  the  U.S. 
Air  Force  F-16  the  world's  best  multimission 
fighter.  Its  ten  operating  modes  give  the  F-16  the 
flexibility  to  be  both  a  superior  air-to-air  fighter 
and  ground -strike  threat. 

Westinghouse  has  applied  this  versatile  radar 
concept,  with  minimal  modification,  to: 

•  Aim  and  fire  the  Army's  new  Sergeant 
York  air  defense  gun  system  to  protect 
men  and  equipment  against  enemy 
helicopters,  ground-attack  aircraft  and 
missiles; 

•  Give  the  new  B-l  bomber  low-level, 
high-speed  penetration  capability; 

•  Upgrade  hundreds  of  existing  F-4  fighters 
to  extend  their  service  life  well  into  the 
90'S; 

•  Enhance  all-weather  search  and  track 
capability  of  fast  patrol  boats. 

This  radar  technology  even  helps  the  U.S.  Customs 
Service  keep  illegal  drugs  off  America's  streets. 
Low-flying  planes  and  small  ships  often  used  by  drug 
smugglers  are  now  detected  and  intercepted. 

Higher  quality.  Lower  cost.  Simplified  maintenance. 

This  modular  design  improves  reliability  and  reduces 
the  costs  normally  associated  with  developing  and 
manufacturing  separate  radar  systems  for  each 
requirement. 

Maintenance,  training  and  spare  parts  are 
standardized,  reducing  the  cost  and  complexity  of 
support  systems. 

And  modular  technology  has  shortened  the  lead 
time  required  to  field  new  weapons  systems  by  as 
much  as  one  half. 


Westinghouse  technology... 
making  significant  contributions 
in  major  defense  and 
aerospace  programs. 


AWACS 


Nuclear  Submarines 


Integrated  Command 
and  Control  Systems 


For  more  information,  call  toll  free:  800-245-4474 

In  Pennsylvania,  call  800-242-2550.  Or  write: 

Six  Gateway  Center,  Department  10,  Pittsburgh,  PA  15222. 


ASK  WESTINGHOUSE  ® 


You  want  a  recession-proof  business? 
Think  about  emptying  your  wastebasket. 


Who  needs 
glamour? 


By  William  Harris 


Recession  may  be  wasting  auto 
sales,  but  President  Sydney  Ro- 
senberg's American  Building 
Maintenance  Industries  is  still  taking 
out  the  trash  from  New  York's  Gener- 
al Motors  Building.  Just  as  it  is  from 
Watergate  Complex  in  Washington, 
D.C.,  Transamerica's  headquarters  in 
San  Francisco  and  a  lot  of  places  in 
between. 

San  Francisco-based  ABM 
(1981  sales,  $272.8  million) 
is  the  U.S.'  largest  janitorial 
service  outfit,  mopping  up 
after  100,000  clients  in  200 
cities,  while  squeezing  out 
better  margins  than  competi- 
tors— such  as  Allied  Mainte- 
nance Corp.  and  Prudential 
Building  Maintenance  Corp. 

Cleaning  may  lack  glam- 
our, but  Rosenberg  notes  it's 
recession-proof.  ABM  sales 
and  profits  have  grown  about 
12%  annually  in  the  past  de- 
cade despite  two  severe  re- 
cessions. In  fiscal  1981  it 
earned  $6.1  million — $2.81  a 
share — and  Rosenberg  has  in- 
creased dividends,  now  at  $1, 
every  year  since  1967.  "Of- 
fices need  to  be  cleaned," 
says  Rosenberg,  67,  "in  good 
times  and  bad." 

His  father,  ABM's  founder, 
discovered  that  76  years  ago. 
Morris  Rosenberg  started  out 
washing  windows  in  San 
Francisco  in  1907,  often 
swapping  his  services  for 
meals  at  coffee  shops. 
"You'll  never  starve  washing 
windows,"  says  Sydney.  But 
Morris  didn't  stop  at  win- 
dows. He  figured  his  custom- 
ers might  want  their  floors 


swept  as  well.  It  was  a  good  hunch. 

Today  Sydney  Rosenberg,  although  a 
Stanford  economics  graduate  whose 
hands  are  more  accustomed  to  tennis 
rackets  than  broom  handles,  follows 
Morris'example.  After  ABM's  cleaning 
service — now  70%  of  sales — gets  him 
in  the  door,  Rosenberg  tries  to  peddle 
higher-margined  services,  like  pest 
control,  rent-a-cop  or  elevator  repair. 

Rosenberg  concedes  he  can't  scrub 


ABM's  Sydney  Rosenberg 
"You'll  never  starve  washing  windows. 


a  toilet  any  better  or  cheaper  than  his 
competitors.  But  what  he  lacks  in  el- 
bow grease  he  makes  up  for  in  glad- 
handing.  He  scours  real  estate  sec- 
tions for  new  construction  leads,  then 
hustles  developers  over  lunch  or  on 
the  tennis  court.  And  he  understands 
the  value  of  an  occasional  house  call. 
"Believe  me,  if  Mr.  Taubman  called," 
he  says,  referring  to  the  owner  of  a 
new,  900,000-square-foot  Los  Angeles 
shopping  mall  that  ABM  cleans,  "and 
asked  if  I  could  send  a  couple  of  guys 
to  his  house  to  wash  windows,  I'd  say, 
hell  yes.  It's  a  pain,  but  I've  got  to 
maintain  personal  contacts  in  this 
business." 

Customers  pay  by  the  square  foot, 
anywhere  from  65  cents  in  Houston, 
where  Rosenberg's  nonunion  cleaners 
earn  a  bit  more  than  the  minimum 
wage,  to  the  more  typical  $1.20  in 
New  York,  where  ABM's  unionized 
employees  earn  up  to  $14  an  hour. 
Surprisingly,  Rosenberg  says  he  has 
no  trouble  finding  good  help  willing 
to  work  cheaply  at  odd  hours — a  fact 
he  attributes  to  the  recession. 

Rosenberg  never  enters  a  new  mar- 
ket cold,  because  building  reputation 
takes  too  much  time.  Instead,  he  has 
acquired  150  local  service  companies 
in  related  businesses  since 
becoming  president  in  1937. 
And  ABM  follows  develop- 
ers, for  whom  it  is  already 
working,  around  the  country. 

Why,  if  it  has  been  around 
for  75  years,  isn't  ABM  big- 
ger? Because  Rosenberg  isn't 
interested.  "We  could  have 
been  a  billion  dollar  business 
by  now,"  he  claims.  "I  could 
have  issued  stock  and  bought 
all  kinds  of  companies."  He 
diversified  his  investments, 
not  his  company.  A  longtime 
stock  market  addict,  he  man- 
ages a  closed-end  fund  called 
OPTIC  or  Old  Presidents 
Telepathic  Investment  Club 
(Forbes,  Nor.  24,  1980)  for 
some  well-heeled  friends. 
"ABM  is  the  fun  of  my  life, 
but  it's  not  my  biggest  in- 
vestment," says  Rosenberg, 
who  has  five  children,  none 
in  the  company. 

As  for  ABM,  Rosenberg  has 
issued  stock  twice,  when  he 
took  the  business  public  in 
1962  and  again  in  1968.  He 
and  his  brother,  Theodore, 
ABM's  chairman,  control 
30%  of  the  2.2  million 
shares,  which  even  in  these 
parlous  times  are  selling 
close  to  their  1981  high  of  22. 
Now  that's  glamour.  ■ 
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Swapping  real  estate  for  stock  is  a  great 
deal  for  the  promoters  and  the  investment 
bankers.  Everybody  else  watch  out. 


A  $1  billion 
landslide 


By  Pamela  Sherrid 


HAVE  YOU  EVER  WONDERED  if  an 
investment  banker  is  capable 
of  a  troubled  conscience? 
Shame  on  you.  Listen  in  on  these 
stricken  musings  from  a  leading  Wall 
Street  firm:  "There's  a  ton  of  money 
for  us  in  these  deals.  But  we're  strug- 
gling to  get  over  the  feeling  that  we'd 
not  be  creating  value,  just  taking  it 
away." 

What  occasions  all  this 
soul-searching  is  some- 
thing called  a  real-estate- 
for-stock  swap.  With  tra- 
ditional corporate  finance 
business  in  the  doldrums, 
the  potential  fees  generat- 
ed by  these  innovative 
deals  have  many  invest- 
ment bankers  lining  up 
for  a  swing. 

First  at  bat  are  Donald- 
son, Lufkin  &  Jenrette  and 
Drexel  Burnham  Lambert. 
They  are  the  dealer-man- 
agers for  MCO  Equities, 
the  brainchild  of  Charles  Hurwitz,  an 
ingenious  Houston-based  financier. 
Hurwitz  ran  a  successful  hedge  fund 
in  the  Sixties,  stumbled  in  insurance, 
then  emerged  with  control  of  McCul- 
loch  Oil  Corp.,  now  called  MCO 
Holdings.  With  the  real  estate  experi- 
ence he  has  gathered  along  the  way, 
he  has  come  up  with  a  no-lose  propo- 
sition— for  him,  at  least — that  has  in- 
dustry professionals  shaking  their 
heads  in  wonder. 

The  idea  behind  MCO  Equities  is 
simple.  Hurwitz  is  offering  to  swap 
one  share  of  a  new  public  corporation 
in  exchange  for  $10  worth  of  real  es- 
tate. Instead  of  holding  an  illiquid  in- 
vestment, the  new  shareholders  of 
MCO  Equities  will  have  a  marketable 
security  in  a  diversified  property  hold- 


ing and  development  company. 

The  numbers  are  staggering.  Hur- 
witz is  aiming  to  garner  assets  valued 
at  nearly  $1  billion,  which  would 
make  MCO  Equities  one  of  the  largest 
real  estate  entities  in  the  country.  For 
managing  a  deal  of  that  enormity, 
Hurwitz'  bankers  stand  to  make  as 
much  as  $15  million. 

The  deal's  direct  ancestors  are 
those  oil-and-gas  swaps,  with  stock 


trading  for  hydrocarbon  reserves,  that 
were  all  the  rage  last  year  as  a  way  of 
extricating  investors  from  tax  shel- 
ters. Wall  Street,  however,  is  already 
experiencing  a  falloff  in  the  millions 
in  fees  from  those  deals  because  most 
of  the  issues  were  busts.  They  now 
trade  for  just  a  small  fraction  of  their 
exchange  values. 

Despite  the  current  vogue,  don't  ex- 
pect the  real  estate  swaps  to  fare 
much  better.  The  problems  start  with 
the  fact  that  stocks  of  even  long-es- 
tablished and  respected  REITs  and 
real  estate  companies  sell  well  below 
underlying  asset  values.  Everyone 
who  tenders  property  to  MCO  can 
expect  to  lose  about  35%  of  his  mon- 
ey right  there.  Take  away  from  that 
the  15%  that  Hurwitz  is  skimming  off 


the  top  as  a  promoter's  fee,  and  that 
discount  looks  more  like  50%. 

But  that's  only  the  beginning.  Hur- 
witz is  giving  himself  preferred  stock 
for  a  total  of  43%  voting  control  of 
MCO.  Then  there's  the  question  of 
yield.  REITs  and  most  real  estate 
companies  pay  hefty  dividends  that 
support  their  stock  price.  Hurwitz 
plans  to  pay  zip. 

Finally,  there  are  the  tax  implica- 
tions. The  MCO  deal  has  been  widely 
touted  as  a  tax-free  exchange.  This 
ignores  a  possible — immediate — tax 
liability  for  swappers  who  have  a  neg- 
ative basis  on  their  properties.  This 
happens  whenever  debt  exceeds  their 
purchase  price,  adjusted  downward  by 
depreciation.  In  the  high-leveraged 
world  of  real  estate,  negative  bases  are 
as  natural  as  breathing  in  and  out. 

MCO's  promoters  say  that  only  a 
few  of  its  swappers  will  have  this  tax 
problem.  But  those  who  do  will  pose 
an  additional  burden  on  MCO  stock. 
They  may  have  to  cash  out  at  once  to 
pay  Uncle  Sam.  "The  MCO  stock  can 
only  go  straight  to  hell,"  concludes 
one  shopping-center  owner  who  stud- 
ied the  deal  and  decided  not  to  tender. 

MCO's  original  target  was  limited 
partners  of  the  large  public  real  estate 
tax  shelter  syndicators, 
who  hold  billions  of  dol- 
lars of  investments  for 
which  there  is  little  sec- 
ondary market.  But  the 
exchange  seems  to  be  at- 
tracting very  few  of  those 
properties.  Sponsors  such 
as  JMB  and  Balcor  are  re- 
luctant to  steer  their  own 
clients  to  another  promot- 
er. What's  more,  the  tax 
shelter  investor  currently 
takes  the  sponsor's  word 
as  to  his  partnerships' 
value.  If  someone  saw 
his  $10,000  investment 
shrink  to  $4,000  overnight  in  the 
stock  market,  he  would  hardly  be 
eager  to  put  still  more  money  into 
tax  shelter  syndications. 

So  who  does  that  leave  willing  to 
swap?  The  names  will  show  up  in  the 
next  month  or  so  when  MCO  releases 
its  list  of  desired  properties,  but  in- 
dustry-experts say  most  of  the  players 
are  real  estate  developers  dying  for 
liquidity.  It's  no  secret  that  many  de- 
velopers are  overextended,  that  cash 
for  real  estate  has  dried  up  and  that 
sellers  often  have  to  take  a  below- 
market  note  if  they  want  out.  As  an 
alternative,  gambling  on  MCO's 
stock  can  look  attractive  indeed. 

Every  developer,  of  course,  will  try 
to  stick  only  his  cats  and  dogs  in  Hur- 
witz' kennel.  "I  can't  imagine  people 
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JAMES  IS  HERE 

PARTNERS  IN  PROTECTING  AND  MOTIVATING 
YOUR  GREATEST  RESOURCE-YOUR  EMPLOYEES. 


With  employee  benefits  and 
incentive-compensation  plans 
averaging  more  than  40  percent 
of  payroll  many  companies  are 
seeking  specialized  help  in 
designing,  funding  and  adminis- 
tering their  programs. 

James  is  here  to  help  you 
with  all  these  services  and  more. 
Because  this  field,  which  utilizes 
both  insurance  and  self-insur- 
ance, is  so  complex,  James  has 
set  up  a  specialized  team  for 
all  forms  of  health,  disability 


and  death  benefits  as  well  as 
tax-qualified  retirement  and 
employee-compensation  plans. 

In  addition,  we  continually 
monitor  the  social,  economic, 
and  legal  changes  in  health-care 
and  industry  organizations.  Thus, 
we  can  advise  you  of  the  latest 
developments  in  the  benefit  and 
compensation  fields  and  better 
serve  your  changing  needs. 

To  help  you  decide  how  to 
manage  your  benefits  and  com- 
pensation plans  more  cost- 


effectively,  we  suggest  a  feasibility 
study.  Please  call  your  nearest 
Fred. S.James  office  or  write  to 
Daniel  V.  Malloy,  Director,  James 
Employee  Management  Services 
Company,  230  West  Monroe 
Street,  Chicago,  IL  60606. 


FRED  S  JAMES  &  CO.,  INC. 

YOUR  PARTNERS 
IN  RISK  MANAGEMENT 

Member  Nohonol  Association  ot  Insurance  Brokers 


Energy&Communications: 
the  single-system  solution. 

The  Bell  System  offers  you  a  single  solution  to  two  critical 
problems:  how  to  reduce  energy  consumption  and  how  to  improve 
communications  capabilities. 

Energy  Communications  with  Dimension"  PBX  is  an  innovative 
service  that  makes  use  of  any  building's  telephone  lines,  so  you  also  save 
considerably  on  the  cost  of  installation.  It  is  easy  to  operate  and  doesn't 
require  a  special  technical  staff. 

At  Chicago's  650-room  McCormick  Inn,  the  system  paid  for 
itself  in  eight  months.  In  a  single  month,  it  saved  $9,000  in  electricity 
costs  alone. 

The  system  also  provides  businesses  with  new  communications 
flexibility,  improving  overall  productivity  by  providing  greater  control  over 
internal  and  external  communications. 

Your  Bell  Account  Executive,  an  industry  specialist,  is  ready  now 
to  discuss  the  application  that  meets  your  unique  needs. 

Put  our  knowledge  to  work  for  your  business. 


The  knowledge  business 


Edward  Gay  lord,  one  of  Oklahoma  s  rich- 
est men,  is  expanding  throughout  the  West. 
Who  is  Edward  Gaylord? 


His  father's  son 


with  quality  properties  putting  them 
in,"  says  Martin  Bucksbaum  of  Gen- 
eral Growth  Cos.,  a  respected  Mid- 
west developer.  In  addition,  if  what's 
pushing  the  swappers  is  the  need  for 
liquidity,  not  portfolio  diversity,  then 
that's  yet  more  bad  news  for  MCO 
share  prices.  "Liquidity  is  not  owning 
stock,  it's  owning  money,"  says  one 
real  estate  man.  "These  guys  are  going 
to  dump  the  stock  fast." 

The  developers  will  also  try  to  get 
as  much  of  Hurwitz'  paper  as  possible 
before  trading  begins.  Until  then  the 
reality  principle  is  only  feebly  at 
work.  Hurwitz  has  hired  Landauer 
Associates,  a  respected  appraisal  firm, 
to  guarantee  that  tendered  real  estate 
is  within  10%  of  market  value.  But 
market  value  for  property  that  isn't 
actually  sold  is  notoriously  difficult 
to  nail  down.  If  the  exchange  value 
Hurwitz  is  putting  on  a  property  is 
really  equal  to  the  cash  market  value, 
why  would  any  seller  take  risky  MCO 
stock?  "Everyone  knows  that  Hur- 
witz will  give  him  a  much  higher 
nominal  price  than  he  is  likely  to  get 
elsewhere,"  says  Robert  Stanger,  a  tax 
shelter  specialist  familiar  with  oil- 
and-gas  swaps  that  gave  similarly  in- 
flated valuations. 

Some  critics  think  the  MCO  deal  is 
so  ill  conceived  that  it  will  never 
close.  All  the  same,  Shearson  has  al- 
ready filed  a  copycat  called  Rexmoor 
Properties  with  the  Securities  &.  Ex- 
change Commission,  and  investment 
bankers  see  as  many  as  half  a  dozen 
similar  proposals  coming  out  of  the 
woodwork  in  the  next  three  months. 
This  competition  will  be  good  for  in- 
vestors. For  instance,  Rexmoor's  pro- 
moters will  take  only  10%  of  the  eq- 
uity, instead  of  Hurwitz'  15%. 
There's  also  the  possibility  that  fu- 
ture swaps  will  not  have  a  corporate 
structure.  Other  firms  are  working  to 
devise  a  new  publicly  traded  vehicle 
for  real  estate  ownership  that  will 
keep  the  tax  and  cash-flow  advantages 
of  a  partnership. 

Drexel  and  DLJ,  meanwhile,  are 
telling  prospective  shareholders  of 
MCO  Equities  that  the  stock  has  the 
potential  to  appreciate  significantly 
from  its  exchange  price — and  there 
may  even  be  some  real  estate  owners 
who  believe  them.  More  cynical  on- 
lookers, however,  believe  that  Hur- 
witz is  just  waiting  for  the  stock  to 
collapse  so  that  he  can  buy  in  shares,  a 
tactic  he  has  used  in  the  past.  "Hur- 
witz will  wind  up  getting  the  proper- 
ties for  free,"  says  a  competing  invest- 
ment banker  in  injured  tones.  As  we 
said,  the  MCO  deal  has  even  the  most 
jaded  Wall  .  Street  pros  feeling 
guilty.  ■ 


By  Toni  Mack 

A takeover  battle  for  Standard 
Metals  Corp.,  a  small  company 
i  with  a  Colorado  gold  and  sil- 
ver mine,  has  brought  some  unaccus- 
tomed publicity  to  the  name  Edward 
L.  Gaylord. 

The  $24  million  (revenues)  mining 
company  has  fought  off  Gaylord  and 
an  associate  for  three  years  now,  ma- 
neuvering so  doggedly  that  at  one 
point  this  year  Gaylord  seemed  to  be 
throwing  in  the  towel,  calling  his 
company's  25%  interest  in  Standard 
"a  bad  investment."  But  with  re- 
newed determination  Gaylord  aims  to 
force  a  showdown  on  Standard  Metals 
this  month. 

What's  the  big  deal?  It's  hard  to  say. 
The  mining  company  is  small  beans 
to  Edward  Gaylord,  one  of  the  richest 
men  in  Oklahoma,  a  state  thick  with 
wealthy  oilmen  (see  box,  p.  107).  His 
Oklahoma  Publishing  Co.  owns  seven 
television  stations,  three  radio  sta- 
tions, three  newspapers,  farm  jour- 
nals, a  film  production  company  and 
the  TV  show  Hee  Haw.  Gaylord  also 
runs  freight,  commercial  printing  and 
oil  companies  and  a  real  estate  subsid- 
iary with  property  across  the  Sunbelt. 
The  Oklahoma  City  papers,  the  Times 
and  Daily  Oklahoman,  are  probably 
worth  well  over  $100  million,  the  ra- 
dio and  TV  stations  $375  million — 
largely  unhampered  by  debt,  it  is  said. 

Gaylord  is  a  power  in  Oklahoma 
politics:  Ronald  Reagan  questioned 
whether  it  was  news  when  "some  fel- 
low out  in  South  Succotash  some- 
where has  just  been  laid  off"  during  a 
visit  to  Gaylord  at  the  Daily  Oklaho- 
man. And  yet  Gaylord,  62,  is  a  reclu- 
sive man,  not  given  to  chatting  about 
his  properties,  even  to  the  minority 
shareholders  of  Oklahoma  Publish- 


ing. At  annual  meetings  he  used  to 
hand  out  annual  reports  that  were 
numbered  and  carefully  collected  at 
the  end  of  the  meeting.  Now  there  are 
no  reports;  the  statements  are  merely 
read  aloud.  Gaylord,  through  trusts, 
controls  over  half  the  stock,  and  the 
many  minority  shareholders,  it 
seems,  represent  an  annoyance.  "He'd 
buy  them  all  out  if  he  could  do  it 
cheaply,"  says  Oklahoma  City  banker 
and  close  friend  Charles  Vose.  "He's  a 
loner." 

Years  of  waiting,  among  other 
things,  probably  made  him  so.  For  Ed- 
ward Gaylord  didn't  get  to  run  the 
family  business  until  1974,  when  his 
father,  Edward  King  Gaylord,  died  at 
101.  While  Edward  L.  Gaylord  has 
built  and  broadened  the  family  busi- 


Oklahoma  Publishing's  E.K.  Gaylord 
His  son  chafed  for  control. 
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What  do  you  call  a  company 
that's  paid  a  dividend  every  year  for  the 
past  45  years? 

SONAT 

When  you're  looking  for  outstanding  financial 
performance,  look  at  a  company's  long-term  record. 

Does  the  performance  go  back  5, 10,  or  20 
years?  Or  even  further? 

Sonat's  does.  Our  dividends  have  grown  at  a 
compound  annual  rate  of  19%  over  the  past  5  years. 
And  our  uninterrupted  dividend  record  goes  back 
45  years. 

Earnings  show  the  same  combination  of 
strong  recent  and  consistent  long-term  perfor- 
mance. Our  earnings  increased  18%  in  1981.  The 
5-  and  10-year  rates  of  increase  are  16%  and  15% 
respectively.  Earnings  per  share  increased  each 
year  from  1959  to  1981,  growing  at  a  compound 
annual  rate  of  14%. 

Sonat  has  revenues  and  assets  of  over  $2.6 
billion.  Our  operations  across  the  U.S.  and  overseas 
include:  Southern  Natural  Gas,  Sonat  Exploration, 
Sonat  Offshore  Drilling,  Sonat  Marine,  and 
Southern  Forest  Products. 

To  learn  still  more  about  us,  write:  Sonat  Inc., 
Corporate  Communications,  Dept.  FB-5/24, 
P.O.  Box  2563,  Birmingham,  Alabama  35202. 
Telephone:  205/325-3800  or  212/344-7955. 
Ask  for  our  annual  report. 


Put  A&A's  environmental 
risk  planning  to  the  acid  test 


Alexander  &  Alexander's  special 
National  Environmental  Action  Team  can 
help  safeguard  your  company's  assets. 
We  view  financial  nsk  through  your  eyes. 
Look  beyond  the  treatment,  transportation 
and  stonng  of  hazardous  wastes  to  the  en- 
tire spectrum  of  pollution  liabilities— from 
generation  to  disposal. 

With  A&A,  you'll  have  access  to 
expert  environmental  scientists  who  do 
detailed  on-site  nsk  assessments.  And  we'll 
integrate  insurance  coverage  with  an 
ongoing  pollution  loss  control  program. 
That's  important.  Especially  now,  when 
businesses  must  comply  with  new,  more 
stringent  EPA  regulations  and  protect  them- 
selves against  environmental  liabilities, 
particularly  those  resulting  from  gradual 
and  non-sudden  pollution. 

Only  by  working  from  the  client's 
point  of  view  can  we  be  sure  a  company  gets 
the  most  comprehensive,  cost-efficient  pro- 
grams possible. 

Full  pollution 
liability  coverage 

This  insider's  vantage  point  enables  us 
to  be  in  the  vanguard,  formulating  contracts 
that  go  beyond  hazardous  waste  coverage 
to  full  pollution  liability  protection. 

Because  we  anticipated  such  cover- 
age would  burgeon  in  importance,  our  88 
U.S.  offices  have  environmental  insurance 
coordinators  with  ready  access  to  our 
corporate  expertise.  We  maintain  strong 
contacts  in  Washington  to  stay  up-to-the- 
minute  in  this  rapidly  evolving  field.  And 
help  insurers  develop  pollution  coverages  to 
assure  you  of  adeguate  capacity  and  com- 
petitive terms. 

We  are  ready  to  look  at  any  business 
—medium  or  large— in  any  industry  and 
help  create  a  total  compliance  program. 

We  think  a  big  reason  A&A  has 
become  one  of  the  largest  and  most  trusted 
insurance  brokers  worldwide  is  that  we 
work  the  same  way  with  every  client. 
From  the  client's  point  of  view.  And  in  our 
business,  that's  the  acid  test 


Alexander 
gAjexander 

From  the  client's  point  of  view. 


Experts  from  Advanced  Environmental  Technology  Corp  of  Morns  Plains,  New  Jersey, 
cleaning  up  improperly  handled  hazardous  wastes. 


While  governors  of  almost  all  the  50  states  are 
straining  to  meet  operating  expenses,  Oklahoma 
this  year  has  so  much  money  (some  estimates  place 
the  budget  surplus  at  $500  million)  that  the  state 
legislature  is  working  overtime  to  figure  out  how  to 
spend  it. 

"It's  a  reverse  Grapes  of  Wrath.  It's  our  turn,"  cries 
Governor  George  Nigh.  His  once-dusty  state,  whose 
drought  and  crop  failures  pushed  Okies  westward 
during  the  Depression,  now  has  an  unemployment 
rate  of  4.8%,  tied  for  lowest  with  Wyoming. 

Underlying  the  prosperity,  of  course,  is  oil  and  gas. 
In  1981  an  average  698  rigs  in  use  made  Oklahoma  the 
nation's  fifth-largest  oil  producer  and  its  third-largest 
gas  producer.  Moreover,  activity — spurred  by  the 
search  for  the  state's  deep  gas  deposits — is  not  slowing 
in  Oklahoma  so  much  as  it  is  in  other  states.  In  the 
past  two  years  oil  and  gas  production  has  doubled,  and 
severance  taxes  last  fiscal  year  put  $559  million  into 
state  coffers,  up  38%  from  fiscal  1980. 

Clouds  in  the  windswept  skies?  As  rising  energy 
prices  in  the  Seventies  have  boosted  Oklahoma's  per 
capita  income  to  $10,210 — 97%  of  the  U.S.  average — 
falling  energy  prices  will  be  chipping  away  at  the 
state's  severance  tax  revenues.  For  every  $1  fall  in  the 
oil  price,  Oklahoma  loses  over  $15  million  in  revenue. 
But  the  longer-term  problem  is  water — or  the  lack  of 
it.  Oklahoma's  main  aquifer,  in  the  northwestern  part 
of  the  state,  is  draining.  In  40  years,  by  one  estimate, 
57%  of  the  water  will  be  gone,  leaving  330,000  acres 
in  the  crop-heavy  Panhandle  too  dry  to  cultivate. 


Hopes  are  that  farmers — agriculture  contributes  3.3% 
of  gross  state  product — will  develop  the  main  cash 
crops  of  wheat,  corn  and  peanuts  on  rockier  but  more 
humid  lands  to  the  east. 

That,  of  course,  is  one  reason  for  the  capital  im- 
provements Governor  Nigh  and  his  legislature  are 
planning  right  now  to  enable  the  state  to  diversify  its 
economy  against  the  day  when  oil  and  gas,  like  water, 
begin  to  run  out.  But  for  the  time  being,  there's  no 
doubt  that,  as  Rodgers  and  Hammerstein  put  it,  you're 
doing  fine,  o-k-l-a-h-o-m-a. — Jessica  Greenbaum 


Oklahoma  Governor  George  Nigh 

With  a  $500  million  surplus,  doing  fine. 


ness,  he  has  borne  the  weight  of  being 
son  and  heir  to  a  living  legend. 

E.K.  Gaylord,  a  pioneer  of  Oklaho- 
ma City  (now  a  city  of  403,000  spread 
over  620  square  miles),  was  the  most 
powerful  man  in  the  state.  Short,  en- 
ergetic and  combative,  E.K.  came  to 
the  Oklahoma  Territory  in  1902  and 
with  two  friends  purchased  45%  of 
the  Daily  Oklahoman.  After  statehood, 
in  1907,  he  used  his  circulation  de- 
partment to  pass  around  petitions  to 
make  Oklahoma  City  the  state  cap- 
ital. When  the  Depression-weakened 
railroads  pruned  routes  in  Oklahoma, 
Gaylord  started  a  trucking  company 
to  ship  his  newspaper  around  the  state 
and  made  it  pay  by  carrying  movie 
reels  from  town  to  town. 

As  the  city  grew,  so  did  Gaylord's 
reach.  By  1939  he  had  absorbed  or  put 
out  of  business  other  Oklahoma  City 
papers  (though  another  later  started 
and  eventually  folded).  He  became  no- 
torious for  his  election-morn  front- 
page editorials.  The  story  is  told  of  one 
lambasted  state  legislator  who  be- 
moaned Gaylord's  longevity  thus:  "My 
God,  whatever  happened  to  the  law  of 
averages?"  He  used  that  political  pow- 
er to  lure  employers  like  Tinker  Air 
Force  Base  to  Oklahoma.  Meanwhile 
his  only  son  chafed  for  control. 


"It  was  terribly  hard  on  Edward," 
says  an  Oklahoma  City  oilman.  "Ev- 
eryone looked  on  him  as  Mr.  Gay- 
lord's little  boy.  He  had  to  be  tough." 
He  was.  Helen  Jeane  Cole,  who  wears 
a  diamond  pendant  commemorating 
over  50  years  as  E.K.'s  secretary,  says 
that  on  the  morning  after  her  boss 
died,  she  was  phoned  at  home  and  her 
services  "terminated."  Over  a  week 
later  she  was  allowed,  under  supervi- 
sion, to  clean  out  her  desk. 

Edward,  who  is  known  to  wield  a 
caustic,  heavy-handed  wit,  has 
achieved  widespread  unpopularity  in 
the  city  he  and  his  father  helped  to 
build.  "Whether  you  liked  E.K.  or  not, 
you  respected  him, "  says  a  staffer  who 
has  worked  under  both  men.  "He  was 
a  feisty  old  bastard.  The  general  opin- 
ion of  Eddie  is  that  he's  a  cold  fish." 

Where  his  father  brought  an  Air 
Force  base  to  Oklahoma  City,  Edward 
Gaylord  has  helped  to  bring  General 
Motors — in  the  form  of  a  three-year- 
old,  3,200-employee  assembly  plant. 
But  where  his  father  could  cut  an  un- 
questioned swath,  the  Oklahoma  In- 
dustries Authority,  a  development 
trust  of  which  Edward  Gaylord  has 
long  been  chairman,  has  been  pilloried 
on  television  for  self-dealing  (which  it 
denied)  and  has  run  into  opposition 


from  the  state  attorney  general.  A  local 
tabloid  printed  bumper  stickers  say- 
ing, "Will  Rogers  Never  Met  Eddie 
Gaylord,"  and  another  has  referred  to 
him  as  "the  incompetent  piffle." 

How  much  notice  Gaylord  takes  of 
such  ragging  in  his  hometown  is  un- 
known, but  he  does  seem  to  be  spread- 
ing his  business  across  the  West.  As 
one  of  former  Treasury  Secretary  Wil- 
liam Simon's  partners,  Oklahoma 
Publishing  has  purchased  11,200 
acres  in  Colorado  and  another  615 
acres  in  the  path  of  development 
north  of  Phoenix,  Ariz.  Five  years  ago 
his  company  bought  a  Colorado 
Springs  newspaper,  the  Sun,  and  he 
has  added  two  out-of-state  television 
stations,  a  radio  station  and  a  film 
production  company  to  Oklahoma 
Publishing's  fold. 

But  his  most  uncharacteristic  in- 
vestment is  also  the  most  revealing 
about  Edward  Gaylord.  He  is  part 
owner  of  a  California  thoroughbred 
stable  that  entered  a  horse  in  the  1980 
Kentucky  Derby.  The  stable  is  said  to 
be  an  indulgence  of  his  daughter  and 
his  son,  Edward  King  Gaylord  El,  who 
now  sits  on  Oklahoma  Publishing's 
board  of  directors.  Perhaps  Edward  L. 
Gaylord  is  kinder  to  E.K.  II  than  his 
father  was  to  him.  ■ 
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DrEXEL  BURNHAM  LAMBERT 
THINKS  IT'S  TIME  TO  TAKE  A  SOBER 
LOOK  AT  THE  ECONOMY.  Big  spenders 
wind  up  with  big  headaches. 

Led  by  the  big  spenders  in  government, 
we've  been  through  an  intoxicating  era  of 
raging  inflation.  Now  it's  the  morning  after. 

We  at  Drexel  Burnham  Lambert  believe 
only  disinflation  can  cure  what  ails  us. 


MEDICINE  THAT  WORKS.  Disinflation  is 
the  lessening  of  inflationary  pressures.  It's 
underway.  And  it's  working. 

For  the  first  time  in  years, 
savings  earn  more,  after  taxes, 
than  inflation  takes  away. 

Our  outlook?  The  stabiliza- 
tion of  living  costs.  Stimulated 
economic  growth.  And  stocks 
and  bonds  at  price  levels  that 
reflect  real  values. 

Of  course,  disinflation  is 
painful.  For  we  must  pay  for  past 
excesses. 

High  interest  rates  mean 
high  interest  expense. 

But  ultimately— and  sooner 
than  most  believe— we  think  in- 
terest rates  will  drop. 

Meanwhile,  Drexel 
Burnham  Lambert  believes  in- 
vestors ought  to  consider  sev- 
eral points. 

NEW  RULES  FOR  A  NEW 
GAME.  First,  make  stocks 


THIS  ISN'T  A 
RECESSION. 

IT  ISN'T  A 
DEPRESSION. 

irsA 

HANGOVER. 


and  bonds  the  cornerstone  of  any  investment 
strategy. 

Second,  invest  in  earning  power.  Non- 
producing  assets— yesterday's  "inflation 
hedges"— should  be  reexamined. 

Third,  pay  special  attention  to  the  finan- 
cial health  of  the  corporations  you  invest  in. 

MAKING  DISINFLATION  WORK  FOR 
YOU.  At  Drexel  Burnham  Lambert,  we'll 
help  you  understand  disinflation— and  capi- 
talize on  its  opportunities. 

With  a  full  range  of  invest- 
ment products  and  services.  Re- 
search sophistication  that  stays 
alert  to  signals  indicating 
whether  the  inflation  battle  is  be- 
ing won  or  lost. 

Investment  tax  advice  based 
on  the  new  tax  policies. 

And  an  investment  ap- 
proach that's  tailored  to  your 
needs  and  your  objectives. 

For  a  complimentary  copy  of 
our  latest  report,  Investing  in  a 
Time  of  Disinflation,  call  or  write 
Drexel  Burnham  Lambert,  Box 
F-2,  60  Broad  Street,  New 
York,  NY 10004  (212)  480-6000. 
Drexel  Burnham  Lambert. 
Where  investment 
professionals  believe  a 
new  day  is  dawning. 

Drexel  Burnham  Lambert 


c.S. 


Copyright,  Drexel  Burnham  Lambert  Incorporated,  1982.  60  Broad  Street,  New  York,  N.Y.  10004.  Offices  in  principal  financial  centers  worldwide.  Member  S1PC. 


Everybody's  rushing  to  get  into  cable  TV  programming.  Like  all 
gold  rushes,  this  one's  going  to  leave  skulls  bleaching  in  the  desert. 


A  vaster 
wasteland? 


Y 


ou  have  heard  it  a  hundred 
times:  As  the  so-called  home 
video    revolution    picks  up 


By  Thomas 
and  Jay 


O'Donnell 
Gissen 


steam,  you  will  use  your  television  set  for  everything  from 
voting  in  presidential  elections  to  opening  your  garage 
door.  Your  kids  will  do  their  homework  on  it,  your  wife 
will  order  her  groceries  without  leaving  the  house.  On  a 
Sunday  in  January,  you  will  sit  back  and  watch  the  Super- 
bowl — commercial-free . 

Don't  hold  your  breath.  That  happy  vision  of  the  future 
is  a  long  way  off.  But  now  that  cable  TV  franchises  have 
been  awarded  in  many  big  cities — lately  at  sky-high 
prices — there  is  a  gold  rush  to  develop  programming  to  put 
over  those  wires.  And,  sure,  cable  will  fulfill  its  promise 
someday.  But  not  much  gold  will  be  mined  until  some 
pioneers  get  burned. 


Everybody  looks  at  Time  Inc.'s 
Home  Box  Office,  which  earned  an 
  estimated  $65  million  pretax  on  rev- 
enues of  $310  million  last  year.  Or  they  point  to  Ted 
Turner's  Atlanta-based  Superstation,  which  earned  $18 
million  in  1981  mainly  by  showing  movies,  sports  and 
syndicated  sitcoms.  These  are  "programmers,"  outfits  that 
make  money  producing  what  you  see  for  the  owners  of 
cable  hardware.  The  thinking  is  that  more  such  networks 
could  easily  be  set  up  because  cable's  appetite  for  program- 
ming is  enormous. 

Such  thinking  is  seductive  but,  right  now,  not  all  that 
sound.  At  present  it  isn't  the  programmers  calling  the 
shots  but  the  cable  operators — the  owners  of  the  hardware. 
They  deterrrftne  what  goes  out  to  subscribers.  As  competi- 
tion among  the  programmers  gets  hotter — some  30  pro- 
gramming networks  are  on  the  wire  and  35  are  planned — 
the  operators  will  be  driving  ever  harder  bargains. 

The  programming  networks  are  of  two  types:  The  major- 
ity are  the  so-called  basics  like  Turner's  Superstation, 
which  are  supported  by  ads  and  offered  free  to  viewers  who 
take  cable.  The  others,  pay  Tv  channels,  charge  viewers  an 
additional  monthly  fee  of  about  $10  and  mainly  show 
movies.  Pay  channels  are  what  everybody  wants  because 
their  potential  as  money  machines  is  far  greater.  HBO  is 
only  the  best  example.  Recently,  Showtime,  owned  by 
Westinghouse  and  Viacom,  broke  into  the  black.  Others — 
such  as  Warner  Amex'  The  Movie  Channel,  Westing- 
house's  Home  Theater  Network  and  the  newly  created 
Spotlight,  owned  by  five  cable  companies — can  be  expect- 
ed to  cut  into  HBO's  huge  lead. 

The  ad-supported  networks  are,  in  contrast,  facing  a 
shakeout,  but  the  major  ones  should  come  out  of  it  whole. 
They  include  Turner's  around-the-clock  Cable  News  Net- 
work (CNN)  and  his  Superstation  WTBS;  Entertain- 
ment and  Sports  Programming  Network  (ESPN);  the 
USA  Network;  and  "superstation"  WGN/Chicago. 
Among  some  20  such  networks,  only  Turner's  Super- 
station  is  making  big  bucks. 

Chances  for  the  newer  programming  networks'  get- 
ting their  material  on  cable  systems  are  only  partially 
bettered  by  the  50-  and  100-channel  hookups  now 
being  built.  The  unpleasant  fact  remains  that  about 
half  the  nation's  systems  have  no  more  than  12  channels 
and  won't  easily  be  upgraded.  (According  to  consultant 
Paul  Kagan,  it  will  cost  cable  operators,  as  distinct  from 
programmers,  $5  billion  to  modernize  these  12-channel 
systems  over  the  next  ten  years,  see  story,  p.  119)  For  now, 


FORBES,  MAY  24,  1982 


109 


There's  bad  news  for  those  who  have 
high  hopes  for  "narrowcasting,"  material 
aimed  at  small  audiences  interested  in 
specific  programs  and,  therefore,  prime 
audiences  for  specific  products — fit- 
ness, business,  cooking,  you  name  it.  As 
50-  and  109  channel  systems  come  into 
being,  narrowcasting  could  become  sliv- 
ercasting.  A  shrinking  audience  will 
limit  advertiser  interest. 


once  you  take  away 
commercial  channels 
and  local  programming,  the  average  system  has  about  5 
channel  slots  for  the  20  ad-supported  companies.  Pay  TV 
networks,  in  contrast,  have  far  less  trouble  getting  on  since 
they  split  revenues  with  operators. 

That's  the  bad  news.  The  good  news  is  that  only  28%  of 
U.S.  homes  are  now  hooked  up.  In  some  big  cities,  where 
signals  are  clear  and  TV  stations  are  plentiful,  the  figure  is 
less  than  1 0% .  That  means,  as  any  programming  executive 
will  be  happy  to  tell  you,  advertising  has  room  to  grow. 
Last  year  cable  ad  revenues  topped  $100  million  and 
should  more  than  double  this  year,  to  exceed  $250  million. 
But  that's  small  potatoes  compared  with  the  almost  $13 
billion  hauled  in  by  broadcasters. 

As  a  result,  many  programmers  are  predicting  an  ad- 
vertising boom  with  a  line  of  big-budget  advertisers 
beating  down  the  doors  to  get  in.  The  question  is  when. 
The  answer  often  given  is  when  30% — a  magic  num- 
ber— of  U.S.  homes  are  hooked  up.  Since  some  300,000 
homes  sign  up  every  month,  that  will  be  easily  exceeded 
by  year-end.  The  30%  figure,  however,  has  been  plucked 
out  of  the  sky  like  a  satellite  signal.  Nonetheless,  big 
companies  are  testing  the  waters.  Bristol-Myers,  for  ex- 
ample, is  funding  a  couple  of  beauty  programs.  An- 
heuser-Busch is  buying  time  on  ESPN  to  sell  beer.  And 
some  advertising  agencies  are  advising  clients  to  devote 
5%  of  their  ad  budgets  to  cable. 

But  how  many  big-spending  advertisers — in  addition  to 
how  soon — is  another  question.  It  could  be  that  cable  will 
grow  another  way,  the  way  radio  has  grown  since  TV  came 
along — as  a  local  medium  serving  local  advertisers. 

Another  problem  in  attracting  advertisers  is  that  there  is 
no  generally  accepted  way  to  measure  how  many  people 
are  watching  a  given  cable  channel.  Cable  programmers 
will  tell  you  that  the  quantity  of  viewers  does  not  really 
matter.  It's  better,  they  say,  to  have  several  thousand  self- 
selected  viewers  interested  in  the  product,  rather  than 
several  million  who  are  not.  At  this  point  not  many  big 
advertisers  are  willing  to  follow  that  argument.  "The 
advertisers  want  eyeballs,"  says  Lloyd  Werner,  head  of 
sales  for  Westinghouse  Group  W  Satellite. 

That's  bad  news  for  those  who  have  high  hopes  for 
"narrowcasting,"  material  aimed  at  small  audiences  inter- 
ested in  specific  programs  and,  therefore,  prime  audiences 
for  specific  products — fitness,  business,  cooking,  you 
name  it.  As  50-  and  100-channel  systems  come  into  being, 
narrowcasting  could  become  slivercasting.  A  shrinking 
audience  will  limit  advertiser  interest. 

Thus,  to  survive  the  shakeout,  programmers  will  gener- 
ally be  forced  to  go  after  the  largest  possible  audiences  to 
support  themselves.  The  inevitable  result:  the  same  sort  of 
stuff  you  are  getting  now  from  commercial  television.  "Do 
you  want  to  know  what  tomorrow's  cable  programming 
will  be  like?"  asks  Ted  Turner.  "Then  turn  on  your  TV  set 
now.  They're  one  and  the  same."  The  vast  wasteland  will 
be  divided  up,  but  it  will  remain  a  wasteland. 

So  what's  Turner's  answer?  He's  emphasizing  news  and 
developing  original  programming  in  Atlanta.  He  is  using 
profits  from  his  Superstation  to  subsidize  his  Cable  News 
Network.  CNN,  which  is  still  in  the  red  even  though  it  is 
carried  by  2,200  systems  with  12  million  subscribers,  is 
going  to  get  competition  from  another  outfit  that  believes 
in  news.  On  June  21  Westinghouse  Broadcasting  and  ABC 
will  jointly  launch  an  all-news  network  with  an  estimated 
$150  million  in  financing. 

Why  news?  "The  potential  revenues  to  be  made  are 
bigger  and  the  costs  are  smaller,"  explains  Westinghouse 
Broadcasting  Chairman  Dan  Ritchie.  Prestige-conscious 


no 
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The  cable  stable 

These  26  cable  programming  services  are  a  sample  of 
what's  now  on  the  market.  Half  show  mainly  movies. 
One-third  offer  some  sports.  Few,  however,  are  profit- 
able. Though  most  reach  several  million  homes,  none 

can  measure  with  certainty  just  how  many  viewers 
have  actually  tuned  in.  Still,  the  dial  is  getting  more 
crowded  all  the  time:  An  ABC/ Westinghouse  all- 
news  channel  debuts  in  June. 

Service 

Owners 

Cable 
affiliates 

t ■  t   ■  i  

Subscribers 

(thousands) 

Programming 
description 

ARTS 

ABC 

1,500 

7,000 

culture 

Black  Entertainment 

Black  Entertainment 

850 

9,200 

films,  sports,  variety 

Bravo 

Cablevision 

26 

48 

culture,  foreign  films 

Cable  News  Network 

Turner  Broadcasting 

2,200 

12,000 

news 

CBS  Cable 

CBS 

350 

4,000 

culture 

CBN  Satellite  Network 

Christian  Broadcast  Network 

3,000 

15,000 

religious  variety 

Cinemax 

Time  Inc 

900 

1,500 

classic  and  foreign  films 

Escapade 

Cablevision 

115 

206 

adult  films,  variety 

ESPN 

Getty  Oil 

3,545 

15,500 

sports 

Gala  Vision 

SIN,  Inc 

135 

100 

Spanish  films,  variety,  sports 

Home  Box  Office 

Time  Inc 

3,600 

9,000 

recent  films,  variety,  sports 

Home  Theater  Network 

Westinghouse 

250 

155 

recent  and  classic  films 

Modern  Satellite  Network 

Modern  Talking  Picture  Service 

310 

4,100 

women's  variety 

The  Movie  Channel 

Warner-Amex 

2,150 

2,200 

recent  films 

MTV 

Warner-Amex 

600 

4,000 

rock  videos  in  stereo 

Nickelodeon 

Warner-Amex 

1,725 

7,700 

youth-oriented  variety 

Satellite  News  Channel  1 

Westinghouse,  ABC 

NA 

2,000 

news 

Satellite  Program  Network 

Satellite  Program  Network 

471 

4,400 

films,  variety 

Showtime 

Westinghouse,  Viacom 

1,500 

3,000 

films,  culture,  variety 

SIN  Television  Network 

SIN,  Inc 

184 

2,700 

Spanish  variety,  news,  sports 

Sportschannel 

Cablevision 

16 

205 

sports 

Spotlight 

Cox,  Times  Mirror,  Cablevision,  Storer,  TCI  70 

300 

films 

USA  Network 

Time  Inc,  MCA,  Paramount 

1,750 

10,000 

sports,  variety 

The  Weather  Channel 

Landmark  Communications 

114 

3,000 

weather 

WGN/Chicago 

The  Tribune  Co 

2,550 

7,100 

films,  sports,  variety 

WTBS  Superstation 

Turner  Broadcasting 

4,097 

20,400 

films,  sports,  variety 
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Unlike  pay  TV  services,  which  charge 
monthly  fees,  pay-per-view  channels 
charge  one-time  fees  for  spectaculars 
such  as  a  title  fight  or  a  Rolling  Stones 
concert.  But  pay  per  view  has  one 
problem  as  a  business  proposition:  lack 
of  big  events.  The  talk  you  hear  about  big 
movies  bypassing  theaters  and  going  di- 
rectly to  TV  will  remain  mostly  talk  until 
pay-per-view  becomes  widespread.  But 
think  of  it:  1  million  homes  paying 
$10  apiece  to  see  a  film.  That's  a 
cool  $10  million  right  off  the  bat. 


advertisers  want  to  be 
associated  with  the 
news,  which  attracts  an  intelligent,  well-heeled  audience. 
That  means  higher  fees  for  commercial  time.  And  with  24- 
hour  news  you  need  no  guest  stars  or  exotic  sets.  Doing  it 
on  the  cheap,  you  need  a  minicamera  (filled  with  reusable 
tape),  a  wire-service  ticker  and  a  few  talking  heads. 

Turner  and  Ritchie  are  going  beyond  that  and  develop- 
ing first-class  news  operations  because  they  are  convinced 
that  cable  could  someday  replace  the  networks  as  the 
primary  news  source  of  most  Americans.  Maybe,  but  it 
will  be  a  long  wait.  The  first  homes  hooked  up  were  the 
easy  pickings,  situated  where  broadcast  signals  are  faint  or 
don't  reach  at  all.  From  now  on,  people  will  be  asked  to 
hook  up  where  signals  are  clear  and  channels  plentiful. 
Says  Ritchie:  "Fortunately,  we  have  the  resources  to  be 
able  to  take  the  long-term  view."  This  year  alone  Westing- 
house  is  sinking  $300  million  into  cable  operations. 

Westinghouse  is  bringing  so  much  money  to  the  table 
that  it  is  changing  the  very  economics  of  cable.  To  get  on 
system,  it  is  offering  cable  operators  a  flat  fee  of  75  cents 
plus  10  cents  a  year  per  subscriber  for  carrying  its  news.  A 
system  like  that  of  the  Times  Mirror,  for  example,  with 
almost  800,000  homes  on  by  year-end,  would  get  a  flat  fee 
of  $600,000  plus  at  least  $80,000  a  year— just  for  saying 
yes.  (Turner,  in  contrast,  requires  operators  to  pay  him  20 
cents  a  month  per  subscriber  for  his  news.) 

To  combat  Westinghouse,  Turner  has  started  a  second 
all-day  news  service,  CNN  2,  which,  like  West- 
inghouse/ABC,  features  summaries  rather  than  long  sto- 
ries. It  is  offered  free  to  cable  operators  who  have  Turner's 
basic  service.  So  Turner's  ink  will  run  even  redder,  but 
don't  count  him  out.  If  news  losses  get  too  high,  he  will 
almost  certainly  be  able  to  strike  a  deal  with  NBC,  CBS, 
Warner  Amex  or  another  cash-rich  cable  company.  Even 
now,  Turner  is  planning  a  third  news  network  offering  24- 
hour  talk  and  a  fourth  to  run  business  news  all  day. 

News  has  the  best  chance  of  attracting  solid  advertising. 
Other  programmers  are  hoping  they  can  someday  charge 
for  what  they  now  give  away.  Take  ESPN,  which  lost  a 
bundle  for  parent  Getty  Oil  last  year  by  running  sports  24 
hours  a  day,  even  though  it  may  have  hauled  in  more 
revenue  than  any  other  ad-supported  network. 'ESPN 
President  Chet  Simmons  says  it  right  out:  "Pay  TV  is  what 
we  want." 

But  ESPN  will  have  a  hard  time  getting  it.  Outbid  by  the 
three  free  over-the-air  networks  for  rights  to  many  front- 
page sports  events,  ESPN  has  been  building  an  audience  by 
offering  topflight  boxing,  Canadian  football,  pro  soccer  and 
sports  roundups.  Unfortunately,  there  is  not  enough  such 
stuff  to  fill  24  hours  every  day.  So  ESPN  has  also  run 
college  swimming,  wrestling,  rodeos  and  volleyball.  Not 
exactly  surefire  audience  builders.  And  recently,  because 
of  the  big  money  being  paid  by  others  to  get  on  the  wire, 
ESPN  has  had  to  pay  operators  a  yearly  fee  of  10  cents  per 
home.  So,  losses  this  year  could  stay  high. 

For  owners  of  professipnal  sports  franchises,  however, 
pay  TV  could  be  a  gold  mine.  Former  TV  producer  and  now 
Chicago  White  Sox  owner  Eddie  Einhorn  has  just  set  up  an 
over-the-air  pay  channel  that  will  present  games  of  the  Sox 
and  three  other  Chicago  professional  teams  for  $22  per 
month.  Following  Einhorn's  lead  are  New  York's  Islanders 
and  Mets,  which  have  both  just  signed  30-year  pacts  with 
Sportschannel  to  carry  their  games  on  pay  TV. 

When  will  you  see  the  World  Series  or  Superbowl  on  pay 
TV?  Again,  don't  hold  your  breath.  The  NFL  has  signed  a 
five-year,  $2  billion  contract  with  the  commercial  net- 
works. So  the  Superbowl  won't  be  on  pay  TV  until  1988  at 
the  earliest.  Even  then,  there's  a  roadblock.  "Congress 
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could  pass  a  law  to  keep  such  big-time  sporting  events 
free,"  predicts  Michael  Fuchs,  HBO's  vice  president  for 
programming.  Political  opposition  to  pay  TV  may  fall,  of 
course,  when  cable  does  reach  a  majority  of  homes. 

For  now,  cable  sports  will  get  network  leftovers.  ESPN, 
for  example,  signed  a  pact  in  September  with  ABC  Sports 
to  cover  events  that  ABC  owns  but  does  not  want  to 
broadcast.  CBS  has  a  similar  deal  with  USA  Network. 

Because  it  offers  a  mixed  bag  of  programming,  the  USA 
Network  is  increasingly  likely  to  attract  advertisers.  It 
also  best  illustrates  the  future  of  cable  programming:  not 
all  that  much  different  from  free  TV.  Sports — but  front- 
page stuff  and  only  at  night  and  on  weekends,  when  men 
i  are  watching.  Women's  and  children's  programs  during 
the  day.  And  cultural  programs  also  on  weekends. 

Surprisingly,  some  of  the  most  culture-conscious  and 
original  cable  programming  is  coming  from  the  commer- 
cial networks,  which  until  recently  had  little  interest  in 
cable.  Regulations  have  prevented  them  from  buying  cable 
operators,  but  CBS  and  ABC  (with  the  Hearst  Corp.)  have 
both  begun  programming  "quality  stuff"  for  cable.  In  addi- 
tion, NBC's  parent,  RCA  Corp.,  and  Rockefeller  Center 
Cable  are  presenting  BBC  products  over  cable.  Here  again  a 
shakeout  is  likely.  "One  such  pay  channel,  charging  pre- 
mium rates,  could  become  very  successful,"  says  Alvin 
Perlmutter,  a  highly  regarded  independent  TV  producer, 
"but  it's  hard  to  believe  Americans  will  support  three 
cultural  channels." 

No  one  is  more  interested  in  pay  TV  than  Westinghouse. 
This  year,  in  conjunction  with  Disney,  it  will  launch  a  pay 
channel  offering  family  fare.  The  startup  cost?  An  estimat- 
ed $125  million.  It  also  started  a  pay  movie  channel — 
Home  Theater  Network — and  a  pay  country-music  chan- 
nel. Westinghouse  is  also  an  operator,  having  paid  $646 
million  for  Teleprompter,  which  has  been  renamed  Group 
W  Cable  and  runs  130  systems.  You  have  to  hand  it  to 
pioneers  like  Turner  and  Ritchie.  Many  executives  con- 
centrate on  quarterly  earnings.  These  two  are  looking  to 
the  long  term  and  backing  their  beliefs  with  big  dollars. 

Notably  absent  from  the  list  of  players  are  those  compa- 
nies most  associated  in  the  public's  mind  with  cable — 
moviemakers.  Rather  than  gambling  on  cable,  they  are 
cutting  costs.  But  hopes  are  running  high.  Think  of  all 
those  wires  out  there,  eager  for  something  to  broadcast. 
What  better  answer  than  old  movies,  even  those  played 
and  replayed  on  regular  TV?  A  great  old  movie  goes  on 
forever.  But  Hollywood,  fearing  the  unknown,  has  by  and 
large  stayed  away  from  investing  in  the  new  technology. 
The  reasoning  is  that  the  technology  is  so  advanced,  yet 
has  so  little  present  use,  it  just  doesn't  make  good  business 
sense  to  predict  how  it  will  be  applied. 

Among  the  movie  folks  most  excited  about  cable,  so  far, 
are  makers  of  adult  films.  In  Columbus,  for  example,  Qube, 
the  much  ballyhooed  two-way  cable  system  owned  by 
Warner  Amex,  has  a  pay-per-view  adult  fare  channel  that  is 
a  big  hit.  There  already  are  several  adult-film  networks 
throughout  the  country.  The  most  successful,  Escapade — 
which  among  other  things  is  putting  a  video  version  of 
Playboy  on  cable — has  attracted  more  than  200,000  sub- 
scribers on  115  systems.  Another  network  is  Private 
Screenings,  which  is  soon  to  go  public  and  recently  caused  a 
stir  on  Wall  Street  when  it  showed  securities  analysts  a 
sample  of  its  assets.  In  its  portfolio  are  such  gems  as  Six 
Swedes  at  a  Pump  and  There's  No  Sex  Like  Snow  Sex.  The 
outlook  for  such  programmers  would  be  more  exciting 
except  for  political  opposition  to  sex  on  the  airwaves. 

Dirty  movies — is  that  where  all  this  technological  daz- 
zle is  headed?  Not  at  all.  The  promise  of  cable  to  link  high 
quality  and  solid  economics  remains,  nowhere  more  evi- 
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Now  that  franchises  have  been  awarded 
in  many  cities,  there  is  a  gold  rush  to 
develop  programming  to  put  over  those 
wires.  Sure,  cable  will  fulfill  its  promise 
someday.  But  not  much  gold  will  be 
mined  until  some  pioneers  get  burned. 


dent  than  in  Qube  itself.  Qube's  "interactive"  feature 
offers  pay-per-view.  Unlike  pay  services  like  HBO,  which 
charge  monthly  fees,  pay-per-view  channels  charge  one- 
time fees  for  spectaculars  such  as  a  title  fight  or  a  Rolling 
Stones  concert.  But  pay-per-view  has  one  problem  as  a 
business  proposition:  lack  of  big  events. 

The  talk  you  hear  about  big  movies'  bypassing  theaters 
and  going  directly  to  TV  will  remain  mostly  talk  until  pay- 
per-view  becomes  widespread.  But  think  of  it:  1  million 
homes  paying  $10  apiece  to  see  a  film.  That's  a  cool  $10 
million  right  off  the  bat. 

In  Columbus,  Qube  has  38,000  homes  hooked  up  for 
pay-per-view.  If  you  live  in  one  of  them  and  watch  one  of 
the  seven  pay-per-view  channels  for  more  than  two  min- 
utes, you  get  a  bill.  In  addition  to  the  highly  popular  adult 
fare,  Qube  runs  films  that  have  yet  to  hit  the  subscription 
services,  concerts,  specials  and  sports.  Warner  Amex  is 
building  Qube  with  its  pay-per-view  capabilities  in  such 
big  markets  as  Chicago,  Houston  and  Pittsburgh. 

That's  the  future.  So  far  Qube's  main  accomplishment 
has  been  to  help  nail  down  franchises  for  Warner  Amex  by 
wowing  municipalities  with  its  bells  and  whistles.  In 
1980,  for  example,  Warner  Amex  got  the  right  to  wire  1.1 
million  of  all  1 .6  million  homes  up  for  bid. 

While  pay-per-view  gets  its  act  together,  the  monthly 
service  outfits  are  pulling  in  money.  In  addition  to  its  HBO 
operation,  Time  Inc.  launched  a  second  pay  channel  in  late 
1980,  Cinemax,  that  offers  mostly  foreign  and  classic 
films.  It  also  increased  HBO's  air  time  to  24  hours  a  day. 
And  it's  boosting  this  year's  HBO  advertising  budget  from 
$10  million  to  $18  million.  "We've  got  to  move  away  from 
movies  alone,"  says  HBO's  Fuchs,  who  is  developing  com- 
edy and  music  specials,  Broadway  plays,  big-ticket  sport- 
ing events  and  original  programming.  He  may  also  have  to 
protect  HBO's  flanks  against  a  new  competitor,  ABC, 
which  last  month  announced  an  over-the-air  service  to 
provide  movies  by  cassette  for  a  monthly  fee. 

Time  Inc.  is  also  putting  printed  matter  on  TV  screens. 
This  fall,  through  cable  subsidiaries  in  San  Diego  and 
Orlando,  it  will  test  a  process  called  videotext,  an  interac- 
tive communications  system  linked  to  a  computer  that 
allows  a  user  to  select  up  to  5,000  "pages"  of  text  and 
display  them  on  his  TV  screen.  Included  will  be  news, 
restaurant  guides,  movie  schedules  and  other  services. 

Another  experiment  is  taking  place  in  Coral  Gables,  Fla. 
Knight-Ridder  and  AT&T  have  completed  a  test  in  which 
some  600  residents  were  invited  to  do  such  things  as 
grocery  shopping  and  bill  paying  through  their  TV  sets — 
with  information  sent  over  phone  lines.  A  third  test, 
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Lockheed  knows  how. 


Advances  in  research  tend  to  make  headlines,  but  break- 
throughs in  manufacturing  can  be  as  important.  The  scene 
above  depicts  a  manufacturing  breakthrough  that  can  result 
in  easily  fabricated  buildings  in  space.  That  ingenious 
advance  and  others  more  Earthbound  are  reported  below. 

Making  building  blocks  for  space. 

Someday,  astronauts  will  build  a  structure  in  space,  and 
they  may  well  use  a  new  Lockheed  manufacturing  process. 

Light  and  very  strong,  composites— fibers  of  graphite 
embedded  in  epoxy— are  gaining  increasing  use  in  aircraft 
and  spacecraft.  But  making  composites  usually  involves 
costly  "cooking"  in  a  huge  oven  called  an  autoclave. 
However,  Lockheed  now  eliminates  that  process.  It  winds 
graphite  fibers  around  a  tube  that  tapers  from  4  to  2  inches 
over  its  8-foot  length.  Then  the  tube  is  heated— this  avoids 
autoclaving— and  epoxy  is  injected  around  the  fibers.  Result: 
an  8-foot  structure  weighing  about  1  ¥2  pounds,  V?  the  weight 
of  an  aluminum  structure  of  equal  strength. 

These  tapered  structures  can  be  packaged  inside  one 
another  like  paper  cups  to  save  precious  space  when 
transported  in  the  Space  Shuttle.  A  special  automated 
assembly  machine  designed  by  Lockheed  under  contract  to 
the  NASA  Langley  Research  Center  will  enable  astronauts  to 
assemble  them  in  space  without  tools. 

Aspiration?  Far  from  it.  Lockheed  has  tested,  proven  and 
manufactured  dozens  of  these  remarkable  structures. 

Adding  a  work  force  by  wire. 

To  increase  produc  tivity— virtually  a  nationwide  goal  — 
you  simply  make  more  efficient  use  of  existing  staffs  and 
facilities.  So  logical,  yet  so  difficult.  However,  Lockheed 


has  invented  a  remarkable  new  computerized  system  th 
does  just  that. 

It  begins  with  another  unique  Lockheed  System— 
CADAM.  The  computer-based  CADAM  basically  gives 
engineers  a  three-dimensional  drawing  board  as  big  as" 
football  fields  on  which  to  design  parts.  CADAM's  comp 
then  electronically  transmits  the  design  to  the  plant's  ma 
facturing  experts. 

Now  Lockheed  has  linked  CADAM  computers  at  divi: 
across  the  country  by  a  telecommunications  network— 
COMCAM. 

If  one  plant  is  overloaded,  it  calls  on  COMCAM  and 
transmits  a  CADAM  design  to  another  division  that  can 
free  staff  and  tools  to  make  the  part.  This  eliminates  the 
cumbersome  task  of  physically  moving  actual  drawings, 
specifications  and  tapes  from  plant  to  plant.  Changes  in 
design  can  be  made  at  one  plant  and  instantly  transmits 


auts  could  assemble  buildings  in  space  without  using  any  tools,  thanks  to  a  Lockheed  process  described  below. 


er.  Put  simply,  COMCAM  makes  better  use  of  people, 
ines  and  time— increased  productivity. 

ng  up  the  best  brains  in  manufacturing. 

8  CADAM  system,  which  was  invented  at  Lockheed, 
es  engineers  to  design  aircraft  parts  on  a  computer 
nal  with  greater  precision  and  imagination  than 
aefore. 

help  its  manufacturing  experts  translate  those  designs 
ctual  airframes,  Lockheed  has  given  them  an  even 
remarkable  computer-based  system— GENPLAN. 
:lusive  to  Lockheed,  GENPLAN  actually  makes 
ions  such  as  which  tools  and  manufacturing  processes 
d  be  used.  It  determines  the  best  manufacturing 
?nce.  It  considers  factors  such  as  labor  standards  and 
-y  rules.  Within  GENPLAN's  huge  data  base,  Lockheed 
aptured  the  accumulated  knowledge  of  thousands  of 


manufacturing  experts.  Moreover,  Lockheed  divisions 
thousands  of  miles  apart  can  share  this  knowledge. 

Working  at  a  computer  terminal,  the  manufacturing 
planner  can  create,  review  and  edit  the  manufacturing  plan. 

The  time  savings  of  GENPLAN  are  immense.  Plans  that 
took  hours  now  are  made  in  minutes.  The  steps  required 
to  release  the  plan  to  the  assembly  line  have  been  reduced 
by  75%.  Another  key  benefit  flows  from  GENPLAN.  The 
increase  in  precision  and  reliability  of  manufactured  parts 
is  as  dramatic  as  the  time  savings. 

Robots  roll  up  their  sleeves^ 

The  extended  "arm"  that  you 
see  in  motion  is  a  robot  being 
"trained"  to  place  rivets  with 
great  speed  and  precision.  Once 
programmed— and  programming 
is  critical  in  the  effective  use  of  a 
robot— it  may  cut  riveting  costs 
50%.  Other  robots  are  at  work  at 
Lockheed,  including  machines  that 
handle  onerous  painting  duties  and 
that  can  "see"  and  choose  among 
different  parts. 

For  more  information  about  Lockheed,  write  for  the  1981 
Annual  Report  Highlights  to  A.C.  Melrose,  Lockheed 
Corporation,  P.O.  Box  551,  Burbank,  CA  91520. 

^^Lockheed 


Among  the  movie  folks  most  excited  about 
cable  are  makers  of  adult  films.  One  is 
Private  Screenings,  which  is  soon  to  go 
public  and  recently  caused  a  stir  on  Wall 
Street  when  it  showed  securities  analysts 
a  sample  of  its  assets.  In  its  portfolio  are 
such  gems  as  Six  Swedes  at  a  Pump 
and  There's  No  Sex  Like  Snow  Sex. 


( between   AT&T  and 
CBS,  is  going  on  in 
New  Jersey  [see  Forbes,  Jan.  4). 

What  if  these  experiments  succeed?  Would  that  mean 
the  future  of  the  print  media  is  less  than  bright?  By  no 
means.  No  major  publisher  envisions  videotext  as  a  com- 
plete substitute  for  his  product.  The  moneymaking  incen- 
tive simply  isn't  there.  The  old  technology  continues  to 
attract  big  advertising  dollars.  In  1981  publishing  ad  rev- 
enues were  up  and  now  approach  $30  billion  annually. 

The  day  the  home  video  revolution  becomes  a  reality — 
and  can  attract  a  significant  portion  of  that  figure — is  years 
away  at  best.  Some  of  the  sawiest  publishers  will  sit  on 
the  sidelines  until  the  dust  clears.  When  they  jump  in, 
hardware  costs  will  be  far  smaller  as  technology  produces 
more  efficient  products  at  lower  prices.  They  will  also  be 
able  to  see  and  avoid  the  mistakes  of  the  early  entrants. 

But  lurking  in  the  background  is  AT&T.  What  if  the 
telecommunications  giant,  which  is  hooked  up  to  most 
American  homes,  is  completely  deregulated?  If  its  lines 
were  allowed  to  carry  everything  from  classified  ads  to 
local  news — all  for  a  juicy  fee,  of  course — publishers  know 
they  would  really  have  something  to  worry  about. 

Beyond  that  there  are  other  challenges.  Will  more  pow- 
erful satellites  combined  with  home  "dish"  antennas  by- 
pass cable?  And  what  of  the  TV  video  game  phenomenon? 
What  will  that  do  to  available  viewing  time  as  the  games 
become  more  sophisticated  and  more  adult-oriented? 

People,  after  all,  have  only  so  much  time.  Many  will 
even  continue  to  read;  video  has  not  really  replaced  Guten- 
berg. A  lot  of  people  who  rushed  into  the  new  technology 
will  be  burned.  A  lot  of  others  will  make  money. 

TV  producer  Al  Perlmutter  ponders  the  situation,  and 
then  snakes  his  head.  "A  lot  of  people  are  flying  blind,"  he 
says.  "All  anybody  can  do  is  try  to  dodge  the  rough  spots 
and  avoid  a  crash  landing."  ■ 


Words  of  the  wires 


Every  industry  has  its  own  lingo,  but  cable  TV  terminology  has  been  proliferating  even  faster  than 
cable  networks.  To  help  get  a  clearer  picture,  here  are  some  common  buzzwords,  with  definitions. 


Basic  Cable  Improved  reception  and  increased  avail- 
ability of  signals  provided  by  direct  connection  of 
home  TV  sets  to  a  wire. 

Broadcasting  Transmitting  signals  over  the  air  to 
television  sets  or  radios. 

Cablecasting  Programming  originated  by  and  dis- 
tributed through  cables,  rather  than  over  the  air. 
Community  Antenna  Television  (CATV)  Often  used 
interchangeably  with  cable  television,  implies  the 
earlier,  less  sophisticated  systems  usually  limited  to 
12-channel  capacity. 

Direct  Broadcast  Satellite  Orbiting  relay  station 
that  delivers  signals  directly  from  ground  transmitters 
to  homes  through  the  use  of  earth  stations. 
Dish  Ground  terminal  that  uses  antennas  to  trans- 
mit, receive  and  process  communications  via  satellite. 
Eartb  Station  Like  "dish,"  but  a  larger  terminal. 
Franchise  Contractual  agreement  between  a  cable 
operator  and  the  governing  municipal  authority;  a 
license  to  operate  the  wire. 

Hardware   Equipment  involved  in  production,  stor- 
age, distribution  or  reception  of  electronic  signals. 
Homes  Passed   Number  of  homes  readily  available 
to  cable  systems  because  feeder  lines  are  in  place. 
Independent   FCC  licensed  over-the-air  TV  station 


that  has  no  exclusive  affiliation  with  a  network. 
Interactive  Cable   Systems  giving  individual  sub- 
scribers the  ability  to  receive  and  send  out  signals. 
Narrowcasting   Programming  of  a  highly  specific 
nature  geared  to  smaller  audiences. 
Operator   Company  that  owns  hardware  over  which 
video  signals  are  sent. 

Pay-per-view   Billing  system  in  which  subscribers 
pay  for  one-time  viewing  of  specific  programs. 
Pay  TV   System  in  which  subscribers  pay,  usually 
once  a  month;  most  popular  programs  are  movies. 
Scrambler   Device  used  to  alter  a  signal  electroni- 
cally so  that  it  can  be  viewed  only  on  a  receiver 
equipped  with  a  decoder. 

Software  Another  name  for  programming  and  pro- 
gramming materials. 

Superstation   A  conventional  television  channel 
given  national  range  by  bouncing  its  signals  off  a 
satellite  and  then  distributed  locally  by  cable. 
Teletext   A  one-way  words-on-screen  service  with  a 
limited  data  capacity. 

Two-way  Capacity   Systems  giving  individual  sub- 
scribers the  ability  to  receive  and  send  out  signals. 
Videotext   A  two-way  words-on-screen  service  de- 
livered via  cable  or  telephone  lines. 

Source.  Cablevision  magazine  and  Forbes 
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A  REPORT  FROM  NL  INDUSTRIES,  INC... 


HOW  NL  INDUSTRIES  HAS 
CHANGED  IN  THE  PAST 
SAYS  A  LOT  ABOUT  WHERE 
IT'S  GOING  IN  THE  FUTURE 


TOTAL  RETURN  TO  INVESTORS 
ANNUAL  AVERAGE  1971-1981 


LEADING 
INDUSTRIALS 
(MEDIAN) 


8.5% 


NILim 


25.3% 


22% 


16.5 


5.5 


There's  a  continuing 
need  to  find  and 
develop  new  reserves 
of  natural  gas  and  oil. 
Which  means  the  long 
term  outlook  for  the 
petroleum  service 
industry  is  excellent. 
And  the  outlook  for  NL 
Industries  is  even  better. 

Because  back  in  the 
early  1970's  our  com- 


pany began  a  major 
transformation.  We 
invested  $1.3  billion 
to  become  a  leader  in 
the  petroleum  service 
industry.  At  the  same 
time,  we  successfully 
divested  over  50 
unrelated,  low  growth 
operations. 

Today,  NL  Industries 
provides  premium  prod- 
ucts and  services  for 
deep  wells  and  hostile 


drilling  environments. 
The  number  of  these 
wells  already  is  growing 
faster  than  industry 
averages.  And  as  easy- 
to-reach  reserves  of  oil 
and  gas  are  depleted, 
the  demand  for  our 
products  and  services 
can  be  expected  to 
continue  to  outpace 
industry  averages. 

In  the  last  10  years, 
NL  Industries'  sales 
have  grown  from 
$1  billion  to  $2.5  billion. 
Vigorous  cost  reduction 
programs  have  saved 
millions  a  year  and  have 
contributed  to  our  740% 
increase  in  net  income, 
an  average  gain  of  27% 
a  year.  And  return  on 
shareholders'  equity 
grew  to  30.6%  in  1981, 
over  three  times  the 
rate  just  10  years  before. 
Total  return  to  investors 
over  the  last  10  years 


averaged  25.3% 
annually,  making  NL 
one  of  the  decade's 
most  rewarding  equity 
investments. 

At  NL  Industries, 
we've  spent  the  last  10 
years  taking  the  long 
term  view  And  while  the 
near  term  benefits  have 
been  outstanding,  per- 
haps the  greatest  benefit 
is  how  we've  positioned 
ourselves  for  the  future. 


RETURN  ON  EQUITY 

36% 

1981 

30 

24 

18 

1977 

12 

1972 

8.9% 

11.4% 

30.6% 

6 

Petroleum  Services 

and  Equipment  Worldwide 


NL  Industries,  Inc.,  1230  Avenue  of  (he  Americas,  New  York,  NY  10020 


THE  ASSORTED 
SIAIES  tf AMEBIC 


In  order  to  form  a  more 
productive  Union 

.  .  .  And  to  improve  the  flow  of 
commerce  between  the  several 
states,  as  well  as  stem  the  waste- 
ful use  of  National  resources, 
.  .  .  the  various  Common- 
wealths of  Massachusetts.  Penn- 
sylvania and  Virginia,  and  the 
States  of  Alabama.  Connecticut. 
Georgia.  Maine.  North  Carolina. 


New  Hampshire.  New  Jersey. 
Rhode  Island.  South  Carolina, 
Tennessee?  Vermont.  West 
Virginia,  and  the  District  of 
Columbia  .  .  . 

HEREBY  are  invited  to  join 
the  remaining  United  States  of 
America  in  allowing  safe  and 
productive  twin-trailer  combina- 
tion trucks  on  the  nation's 
highways. 

Today.  35  states  of  our  Union — 
109c  of  the  Nation — permit  two 


short  trailers  pulled  by  a  power 
unit — with  a  length  of  at  least 
65  feet.  But  16  states  (including 
Washington.  DC.)  continue  to 
deny  this  efficient,  modern  way 
of  moving  goods.  In  big  cities, 
'"twins*"  are  broken  into  units  of 
one  short  trailer  actually  helping 
to  reduce  traffic  congestion. 

These  "Assorted  States  of 
America*'  are  urged  to  recognize 
the  need  for  better  national 
productivitv. 

'Legislation  pending. 


If  you  would  like 

more  information,  please 

write  to: 


Productivity 

American  Trucking  Associations.  Inc. 

1616  P  Street.  N.W.  Room  503 
Washington.  DC.  20036 


Remember  .  .  .  "If  you've  got  it.  a  truck 
brought  it.' ' 

(But  if  you  live  in  the  East,  it  might  take  a 
little  longer  or  cost  a  little  more.) 


Buniup  &  Sims'  Nick  Caporella  in  his  Cessna  Citation 
"I  take  the  company,  strap  it  on  and  go  with  it." 


The  business  that  unrolls  the  cable  gathers 
no  risk.  For  Burnup  &  Sims,  growth  in  the 
communications  industry)  has  turned  out 
to  be  a  cant-miss  proposition. 

Climb  the  pole, 
don't  buy  it 


By  Jonathan  Greenberg 

Nick  Caporella  is  chief  execu- 
tive of  Burnup  &.  Sims,  a  public 
company  that  should  have  rev- 
enues of  $280  million  this  year.  But 
Caporella  doesn't  act  the  part. 
Dressed  in  jeans  and  sport  shirt,  he 
has  just  landed  his  brand-new  Cessna 
Citation  on  a  small  airstrip  in  north- 
ern Florida.  "Flying  is  like  my  Valium 
and  my  golf  game.  I  take  the  com- 
pany, strap  it  on  and  go  with  it." 

Right  now,  the  soaring  is  spectacu- 
lar. Burnup  &  Sims  is  one  of  a  hand- 
ful of  companies  certain  to  profit 
from  the  boom  in  cable  television.  As 
the  nation's  leading  installer  of  wire, 
the  company  has  laid  some  20%  of 
the  500,000  miles  of  video  cable  now 
in  place.  Even  the  largest  system  op- 
erators seldom  carry  permanent  in- 
stallation crews  on  their  payrolls,  and 
Burnup  provides  an  inexpensive,  one- 
shot  alternative.  Nothing  pie-in-the- 


sky  here,  either:  Before  Warner  Amex 
or  Westinghouse  Cable  gets  a  dime 
from  new  subscribers,  Burnup  is  al- 
ready on  the  way  to  the  bank.  "Cable 
installation  is  a  cash  machine  with 
little  up-front  investment,"  explains 
Shearson/American  Express  analyst 
Daniel  Tulis. 

Caporella,  the  46-year-old  son  of  a 
Pennsylvania  coal  miner,  has  pushed 
the  cable  business  hard.  It  now  ac- 
counts for  about  25%  of  Burnup's 
sales  and  40%  of  profits.  What's  more, 
cable  earnings  have  been  expanding 
exponentially.  In  1980  they  probably 
made  $1  million.  This  year  they 
should  make  $10  million. 

Burnup,  of  course,  didn't  become  a 
major  cable  television  installer  over- 
night. The  Florida-based  company  was 
founded  in  1928,  primarily  as  an  in- 
staller of  telephone  lines  and  electric 
wire  for  the  then-burgeoning  network 
of  Rural  Electrification  Administra- 
tion cooperatives.  As  a  nonunion  sub- 


contractor in  a  field  where  union  labor 
is  common,  Burnup  quickly  carved 
out  a  profitable,  low-profile  niche.  To- 
day, aside  from  its  cable  TV  business, 
the  firm  is  the  nation's  largest  inde- 
pendent telephone  service  company. 

Keeping  on  top  of  a  fast-growing 
new  market,  however,  has  been  only 
one  of  Caporella's  problems.  When  he 
took  over,  the  telephone  business  was 
slumping  and  earnings  had  collapsed, 
down  from  $5.2  million  in  1973  to 
$542,000  in  1976.  Caporella,  who  had 
sold  his  private  construction  firm  to 
Burnup  four  years  earlier,  was  consid- 
ering leaving  the  company  when  he 
was  tapped  to  become  chief  execu- 
tive. "I  was  dumbfounded,"  he  re- 
calls. "It  was  a  kind  of  kangaroo  court, 
and  I  didn't  know  how  to  run  a  public 
company." 

Caporella  wasted  no  time  learning. 
He  centralized  operations  and  pared 
the  number  of  subsidiaries  from  19  to 
10.  He  cut  a  work  force  of  5,400  in  half 
and  terminated  five  out  of  seven  ex- 
ecutive vice  presidents.  When  the 
company  was  strapped  for  cash,  one 
director  even  recommended  selling 
off  the  cable  operations.  After  all,  they 
produced  only  5%  of  earnings. 

The  boss,  however,  was  Caporella, 
who  hung  on.  In  1978  he  acquired 
Atlanta  cable  installer  J&J  Corp.  for 
$475,000.  Since  then,  it  has  earned 
$19  million  for  Burnup.  The  company 
now  installs  and  often  maintains  ca- 
ble systems  for  the  likes  of  Cox  Broad- 
casting, Storer  and  Warner. 

But  in  1974  Burnup  shares  were 
selling  for  around  $3 — half  of  book 
value.  Victor  Posner,  a  corporate  bar- 
gain hunter,  gradually  accumulated 
29%  of  the  company's  equity. 

With  characteristic  decisiveness, 
Caporella  quietly  stacked  his  board  of 
directors  with  insiders.  He  also  told 
Posner  in  no  uncertain  terms  to  stay 
away.  "Posner  wanted  the  manage- 
ment of  Burnup  &  Sims  and  he  still 
wants  it,"  says  Caporella.  "But  if  he 
buys  more  stock  he  will  lose  all  top 
management,  and  the  entrepreneurial 
spirit  of  the  company  will  die." 
Posner  has  not  forced  the  issue.  He 
remains  unrepresented  on  the  board — 
but  he  has  made  paper  profits  of  over 
$15  million  on  his  Burnup  shares, 
which  now  trade  for  $12. 

Caporella  meanwhile  diversified  a 
bit  in  1978  by  paying  $16  million  for 
Floyd  Enterprises.  It  owned  more  than 
50  movie  theaters,  as  well  as  soft-drink 
bottling  interests  in  Florida.  These 
days  the  real  estate  value  of  the  the- 
aters— many  of  them  drive-ins — has 
appreciated  considerably,  and  Capo- 
rella claims  he  was  recently  offered 
$20  million  just  for  the  bottling  plants. 
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Still,  video  communications  is  Ca- 
porella's  main  business — and  Burnup 
is  hedging  its  bets  about  the  future 
even  more  carefully  than  some  of  the 
customers  it  serves.  In  1979  Caporella 
acquired  Gardiner  Communications, 
a  company  that  makes  satellite 
"dish"  antennas.  More  recently  he 
picked  up  Capscan  Cable  Co.,  a  man- 
ufacturer of  conventional  trunk  and 
drop  cable.  As  a  result,  Burnup  now  is 
involved  in  most  any  video  technolo- 


gy that  is  on  the  market.  Caporella  is 
also  eyeing  the  expanding  telephone 
interconnect  business  as  fertile 
ground  for  growth,  especially  since  he 
has  5,000  experienced  workmen  in 
place  nationwide. 

Caporella,  who  spends  nearly  all  his 
time  flying  to  various  subsidiaries,  in- 
tends to  double  Burnup's  revenues  by 
1985.  That  tall  order  can  be  filled  only 
through  an  acquisition,  and  Caporella 
admits  he  is  looking  for  a  distributor 


of  telephone  interconnect  equipment 
with  an  exclusive  franchise  over  a  lu- 
crative territory.  With  that,  he  ex- 
plains, Burnup  will  fill  the  final  gap  in 
its  marketing  arsenal. 

Those  who  know  him  well  expect 
Caporella  will  accomplish  that — and 
more.  But  they  don't  think  Burnup 
will  become  a  conventional  corporate 
bureaucracy.  As  Thomasina,  his  wife 
and  flight  partner,  is  first  to  admit, 
"He's  not  a  good  copilot."  ■ 


and  the  EPA  is  happy. 

Yes,  even  the  EPA  is  happy.  About  a 
month  ago  the  agency  put  out  guide- 
lines that  ciearly  encourage  such  pro- 
grams. Thus  far,  most  of  the  deals 
have  been  done  over  the  last  couple  of 
years  in  one  of  three  locations — San 
Francisco,  Los  Angeles  and  Louisville, 
but  there's  little  doubt  that  more  are 
coming. 

After  all,  such  deals  are  really  just  a 
natural  extension  of  the  so-called 
bubble  plans,  which  allow  a  company 
to  trade  pollution  levels  back  and 
forth  among  its  plants — or  smoke- 
stacks within  a  given  region — instead 
of  dealing  with  emission  limits  on  a 
plant-by-plant  basis. 

There  would  be  more  pollution 
credits  swapping  among  firms,  says 
Charles  Bausell  Jr.  of  the  GAO,  which 
did  an  exhaustive  study  of  these  trans- 
actions, were  it  not  for  the  fact  that 
there  is  a  lack  of  certainty  in  the  mar- 
ket. First,  local  regulators  are  fre- 
quently hesitant  to  okay  these  deals, 
which  are  done  through  so-called 
banks  that  accumulate  the  credits  and 
make  them  available  for  later  sale.  It 
seems  many  regulators  are  fearful 
that  if  they  allow  the  deals,  policing 
pollution  controls  will  become  more 
difficult. 

This  fear  is  groundless,  argues  Bau- 
sell. "If  they  need  more  information 
from  these  companies,  they  just  have 
to  require  it." 

The  companies,  for  their  part,  need 
to  be  assured  that  the  regulators  are 
not  going  to  change  their  minds  a  year 
or  two  down  the  road.  If  you  have 
spent  all  sorts  of  money  putting  in 
scrubbers  and  as  a  result  banked  huge 
amounts  of  pollution  credits  that  are 
then  made  worthless,  you  are  going  to 
be  very  cross. 

There  is  at  least  the  possibility  that 
the  Clean  Air  Act,  within  a  couple  of 
years,  will  be  cut  to  ribbons,  which  of 
course  would  destroy  the  pollution 
credits  market. 

But  if  it  becomes  clear  that  the 
Clean  Air  Act  is  here  to  stay,  there  is 
every  chance  for  the  idea  of  these 
sales  to  catch  on  big.  ■ 


Everyone  wants  clean  air.  But  that  can  be 
an  expensive  proposition  for  many  firms. 
Here's  one  nifty  compromise. 


Selling  dirt 


By  Richard  Greene 


Just  a  few  months  ago  Pacif- 
ic Gas  &  Electric  Co.,  the  $6.5 
billion  California  utility,  of- 
fered to  sell  the  rights  to  pump 
1,092  tons  of  nitrogen  oxides  and 
176  tons  of  sulfur  dioxide  into  the 
air,  for  $18  million. 

Although  the  recession  has  slowed 
down  the  need  to  pollute,  along  with 
everything  else  in  the  economy,  some 
big  companies  are  experimenting 
with  this  kind  of  sale.  Borden  Chemi- 
cal Co.,  a  division  of  $4.4  billion 
(sales)  Borden  Inc.,  just  bought  the 
rights  from  The  B.F.  Goodrich  Co.  to 
put  25  tons  of  hydrocarbons  into  the 
air,  according  to  the  General  Ac- 
counting Office,  at  a  reported  cost  of 
about  $2,500  per  ton  annually. 

If  Borden  had  tried  to  clean  up  those 
hydrocarbons  itself,  the  investment 
might  have  totaled  something  like 
$5,800  per  ton.  Cheaper  by  far  to  buy 
the  right  to  pollute  from  a  company 
that's  cleaner  than  required. 

Says  Ed  Beeler,  facility  manager  of 
Goodrich's  Louisville  operation, 
which  sold  the  credits:  "This  is  the 
wave  of  the  future.  I  think  more  and 
more  of  these  transactions  are  going 
to  occur." 

The  point  is  that  it  can  be  terribly 


expensive  to  control  air  pollution  to 
the  limits  set  by  the  Environmental 
Protection  Agency.  Just  how  much  it 
costs  varies  tremendously  from  com- 
pany to  company,  from  plant  to  plant. 
So,  let's  say  it  costs  your  firm  $5,000 
to  control  each  ton  of  particulate  mat- 
ter (that's  plain  old  airborne  dirt).  But 
the  factory  down  the  road  can  control 
its  output  for  only  $1,000  a  ton  and 
has  exceeded  its  EPA  requirements 
considerably.  It  doesn't  take  a  Ph.D. 
in  economics  to  see  that  there's  a  deal 
to  be  made  here.  Pick  a  price  some- 
where between  $1,000  and  $5,000. 
You  save  money,  they  make  money, 
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SURANCE  MARKE 
FOR  BUSINESS... 
IT'S  SUPER! 

fey  John  N.  Cosgrove  Vice  President 
RICHARD  L.  DOYLE  ASSOCIATES,  INC.^ 


Those  of  you  faced  with  the  frustrating  task  of  finding  the  right 
insurance  coverage  for  an  energy-related  risk  should  know  there  is  a 
comforting  alternative. 

AIG  Energy,  Inc.  A  company  whose  every  ounce  of  energy  is  devotee 
solely  to  every  source  of  energy. 

At  AIG  Energy  Inc.,  a  subsidiary  of  AIG,  you'll  find  people  with  a 
remarkable  amount  of  expertise  in  the  highly  technical  field  of  energy. 
An  expertise  that  runs  the  gamut  from  the  most  common  forms  of  energy 
the  newly  emerging  technologies. 

It  is  this  expertise  that  leads  to  cost-saving,  tailor-made  comprehen- 
sive coverage.  In  fact,  you'd  be  hard  pressed  to  find  a  company,  or  even  a 
combination  of  companies  for  that  matter,  that  can  offer  you  more  help  ir 
more  areas,  in  more  cost-efficient  ways,  than  AIG  Energy,  Inc.  From  the 
simplest  to  the  most  complex  coverages.  In  every  form  of  energy.  From 
coal  mines  to  uranium  mines.  From  garbage  conversions  to  tar  sand 
extraction.  From  oil  to  solar. 

Incidentally,  for  over  60  years,  we've  seen  to  it  that  clients  have 
received  optimum  protection  against  things  like  hurricanes,  fires,  floods, 
employee  fraud  and  political  upheavals. 

Today  you'll  find  AIG  Companies  leading  the  way  in  insuring  global, 
pollution  and  all  types  of  property  and  casualty  risks,  to  mention  just  a  few 

So  whatever  your  energy  project,  contact  AIG,  Department  A, 
70  Pine  Street,  New  York,  N.Y.  10270.  Or  your  broker. 

Looking  for  energy  is  a  big  job.  Looking  for  insurance  shouldn't  be. 


3G  COMPANIES:  American  International  Underwriters,  American  Hemic  Assurance  Co. ,  Commerce  and  Industry  Insurance  Co. ,  National  Union  Fire  Irisurance  Company  of  Pittsburgh,  Pa. , 
merican  International  Life  Assurance  Co. ,  North  American  Managers,  New  Hampshire  Insurance  Co.  and  over  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs. 

!  Once  Again 

TIieanswerIsAIG 


r  THE 
INSURANCE  MARKET 
FOR  BUSINESS... 
IT'S  SUPER! 


By: 

JOHN  COSGROVE 

Vice  President  of 

Richard  L.  Doyle  Associates,  Inc. 

What  business  tops  all  others 
in  the  number  of  products  it 
supplies  . . .  and  in  related  follow- 
up  services?  The  dual  title-holder 
is  the  Property-Casualty  Insur- 
ance Industry. 

It  protects  satellites  soaring 
through  the  skies,  oil  rigs  sprout- 
ing in  the  world's  oceans  and 
nuclear  plants  on  land.  And  it 
takes  care  of  more  modest  re- 
quirements . . .  like  those  of  the 
raisin  merchants  who  feared  that 
the  elements  would  destroy  their 
grapes  drying  in  the  sun.  Thanks 
to  coverage  placed  by  the  London 
Agency  of  Atlanta,  GA.,  Califor- 
nia growers  didn't  have  to  stomp 
around  in  a  "reverse  rain  dance" 
to  safeguard  their  crop  while  it 
wrinkled. 

Self-insured  organizations  can 
look  to  the  Property-Casualty 
industry  for  help.  For  example, 
due  to  extremely  high  premiums 
in  the  Port  of  New  York,  all  but 
one  of  the  stevedoring  firms  in 
the  state  self-insure  —  a  process 
that  has  led  to  certain  problems. 
To  the  rescue  came  B.R.I. 
Coverage  Corp.  of  New  York. 
Richard  Saitow  of  its  Risk  Man- 
agement Economics  division 
developed  a  coverage  called  Em- 
ployers Compensation  Insurance 
. . .  geared  to  those  firms  that 
must  comply  with  the  Long- 
shoremen's &  Harbor  Workers' 
Compensation  Act.  By  reinsuring 
the  self-insured  stevedoring  com- 
panies, ECI  helps  solve  tax  prob- 
lems and  also  protects  cash  flow 
and  earnings. 

The  New  York  Journal  of  Com- 
merce, the  maritime  industry 
Bible,  noted  that  the  ECI  plan 
controls  costs  by  combining  in 
one  policy  traditional  retrospec- 
tive rating  with  forms  of  excess 


Property-Casualty  insurers 

able  to  covet 
everything  under  sun 


insurance.  The  newspaper  said 
that  according  to  authorities  the 
full  premium  is  tax-deductible 
and  that  ECI  may  apply  to  firms 
in  other  fields  than  the  maritime. 
This  analysis  was  typical  of  the 
articles  on  novel  coverages  that  1 
appear,  along  with  a  wide  range 


of  news,  on  the  excellent  daily 
insurance  page  of  The  Journal 
of  Commerce. 

B.R.I.  Coverage  Corp.  places 
ECI  with  the  American  Inter- 
national Group. 

AIG  provides  a  mammoth 
capacity  for  brokers.  It  maintains 


Directory  of  The  Marketplace 

"Sales  and  Service"  are  the  hallmarks  of  the  professionals  in  the  insurance 
marketplace.  Prudent  buyers  of  commercial  protection  look  for  that  combina- 
tion in  those  who  offer  coverage: 

•  Independent  agents  who  represent  a  number  of  insurers  —  stock  and 
mutual  —  and  can  draw  upon  the  resources  of  all  these  principals  in  under- 
writing and  providing  follow-up  service. 

•  Exclusive  agents  who  represent  a  single  company.  Such  companies  have 
become  factors  in  commercial  insurance  only  in  relatively  recent  years,  but 
have  made  steady  strides  in  accommodating  buyers  —  notably  small  to  me- 
dium-sized firms. 

•  Brokers  who  prescribe  coverage  and  place  it  for  the  buyer  with  any  de- 
sirable company  affording  a  market.  Brokers  range  from  international  to 
regional  and  local  scope  of  operation. 

•  Insurance  companies  employing  salaried  sales  representatives. 

•  Excess  &  Surplus  Lines  Brokers  who  place  risks  that  are  unusual  and  need 
special  treatment,  as  well  as  those  with  high  dollar  values  and  others  that  pre- 
sent more  than  normal  hazards. 

•  The  property-casualty  market  is  enhanced  by  pools  —  with  individual 
insurers  as  subscribers  —  for  underwriting  such  lines  as  aircraft,  ocean  marine 
and  nuclear  insurance.  Examples  of  the  last  named  are  American  Nuclear  In- 
surers, Mutual  Atomic  Energy  Liability  Underwriters  and  the  Mutual  Atomic 
Energy  Reinsurance  Pool  which  serve  the  nuclear  energy  industry.  A  combi- 
nation of  underwriting,  engineering  and  loss  prevention  skills  is  provided 
by  other  company-owned  organizations  such  as  the  Factory  Mutual  System 
and  Industrial  Risk  Insurers.  Other  UNDERWRITING  GROUPS  are  described 
in  detail  in  Agents  &  Buyers  Guide  (see  next  page). 

Still  more  markets  are  provided  by  the  relatively  new  EXCHANGES  in 
New  York,  Illinois  and  Florida.  These  organizations  were  formed  to  stem  the 
outflow  of  premiums  to  underwriters  abroad  who  have  traditionally  accepted 
large  and  unusual  risks.  The  EXCHANGES  comprise  syndicates  which 
underwrite  business  placed  with  them  by  broker-members  of  the  Exchange. 
Syndicates  are  made  up  of  a  managing  partner  and  other  partners  who  may  be 
insurers,  companies  from  other  fields  of  business,  and  even  individuals. 

Standing  in  a  solid  phalanx  behind  the  primary  insurance  market  are  the 
reinsurance  companies  which  assume  large  shares  of  the  insurers'  liabilities, 
thus  allowing  them  to  continue  to  accommodate  commercial  clients  with 
mammoth  values  to  protect.  Reinsurers  also  play  a  key  role  in  the  sphere  of 
self-insurance  programs  up  to  and  including  the  affairs  of  CAPTIVE  COM- 
PANIES. These  insurers  owned  by  commercial  enterprises  or  by  associations 
and  other  groups  turn  over  large  amounts  of  their  writings  to  professional 
reinsurers. 

The  sales  forces  and  underwriting  entities  described  above  form  the  back- 
bone of  the  commercial  insurance  marketplace.  These  individuals,  companies 
and  other  organizations  bring  to  market  the  most  varied  and  numerous  line 
of  products  and  services  offered  by  any  business. 


Under  The  Travelers  Rehabilitation  Program, 
an  injured  worker  can  look  forward  to  something 
far  better  than  a  compensation  check. 

A  salary  check. 


When  a  worker  is  critically  in- 
jured on  the  job,  he  normally  receives 
a  weekly  check  through  his  employ- 
er's insurance  company. 

But  if  he's  insured  by  The 
Travelers,  he  can  get  something  more. 

Help  from  The  Travelers  Reha- 
bilitation Program. 

Specially  trained  medical  repre- 
sentatives from  The  Travelers,  in  loca- 
tions all  across  the  country,  develop 
individualized  recovery  programs  for 
injured  workers.  These  programs  can 


include  services  from  intensive  phys- 
ical therapy  to  psychological  counsel- 
ing to  college  guidance. 

Each  year,  tens  of  thousands 
benefit. 

Like  the  steelworker  whose  feet 
were  crushed  and  who,  three  years 
later,  was  able  to  return  to  work. 

Or  the  bricklayer  who  broke  his 
back  and  who,  a  year  later,  is  starting 
a  new  career. 

If  you'd  like  to  learn  more  about 
The  Travelers  Rehabilitation  Pro- 


gram, one  of  the  largest  and  most 
comprehensive  in  the  nation,  call  an 
independent  Travelers  agent  or  broker. 
For  the  one  nearest  you,  just  consult 
the  Yellow  Pages. 

Considering  where  we've  been, 
and  where  we're  going,  why  would 
you  call  anyone  else? 


THE  TRAVELERS 

The  Traveler!  Corporation  and  its  Affiliated  Companies,  Hartford.  CT 06115 
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markets  for  producers  of  the 
most  unusual  excess  &  surplus 
lines  offerings.  Its  New  Hamp- 
shire Ins.  Co.  subsidiary  has  an 
independent  agent  sales  force. 

When  oil  rigs  appeared  with 
their  astronomical  loss  poten- 
tials, AIG  formed  a  pool  to  take 
care  of  protection  demands.  AIG 
Oil  Rig  now  is  the  largest  facility 
of  its  type  in  the  U.S. 

Back  in  1974,  AIG  introduced 
a  novel  service.  Noted  for  its 
underwriting  record  abroad, 
the  organization  formed  North 
American  Managers  to  represent 
alien  insurance  companies  in 
the  U.S. 

More  recently,  AIG  Transpor- 
tation was  set  up  to  serve  the 
trucking  and  bus  industry  . . . 
a  difficult  class  demanding  spe- 
cialized skills.  Another  new 
facility  is  AIG  Political  Risk 
Insurance. 

The  proliferation  of  high  tech- 
nology industries  in  recent  years 
confronted  insurance  interests 
with  a  challenge,  notably  in  the 
hazardous  oil  and  petrochemi- 
cal field.  Starr  Technical  Risks 
Agency,  formed  bv  AIG  in  1968, 
was  ready  to  provide  property 
coverage  and  loss  control  service 
for  such  problem  risks. 

Any  commercial  interest  that 
chooses  to  self-insure  can  rely  on 
AIG  expertise.  Among  services 
for  self-insurers  are:  claims  man- 
agement, computerized  statisti- 
cal reporting  and  accounting; 
comprehensive  loss  control,  and 
excess  insurance. 

Firms  contemplating  a  captive 
insurance  facility  turn  to  AIG  for 
feasibility  studies;  for  design  and 
implementation  of  the  operation; 
for  management  and  reinsur- 
ance, and  for  accounting  —  statu- 
tory and  GAAP. 

Also  offered  are  cash  flow 
plans,  compensating  balance  pro- 
grams, actuarial  consulting  and 
employee  benefit  aid,  including 


The  Source  Book 


Agent,  s 

ind  Buyer's 

GUIDE  -  82 

This  guide  published  by  The  National  Underwriter 
Company,  Cincinnati,  OH.,  is  the  foremost  aid  in 
locating  companies  and  other  organizations  that  main- 
tain a  market  for  high-dollar  or  high-risk  coverages, 
the  "off-beat"  lines,  and  contracts  of  greater  scope  and 
depth  than  most  standard  offerings.  More  than  800 
different  forms  of  protection  are  included  in  the  guide's 
Market  Index.  All  except  those  that  are  self-explana- 
tory are  described  to  the  degree  necessary  for  clear 
understanding.  Explanations  are  given  for  many  of  the 
reasons  why  the  coverages  are  primarily  written  in 
other  than  standard  markets.  The  guide  gives  the  home  office  address  of 
INSURANCE  COMPANIES  and  their  operating  territories,  as  well  as  the 
locations  of  SPECIALTY  OFFICES.  If  a  difficult  or  exceptional  coverage  is  not 
listed,  an  inquiry  to  a  SPECIALTY  OFFICE  may  solve  the  problem.  Also, 
many  unusual  coverages  may  be  placed  through  pools  or  syndicates  —  many  of 
which  are  described  in  the  guide's  UNDERWRITING  GROUPS  section. 


setting  up  captives  for  that 
purpose. 

Small  Accounts 

Brokerage  firms  are  alert  to 
every  need  of  commercial  Amer- 
ica. For  example,  Guy  R.  Migliac- 
cio,  managing  director  of  Marsh 
&  McLennan,  Inc.,  points  out 
that  most  smaller  companies 
don't  have  a  full-time  pro- 
fessional risk  manager  on  staff. 
Property-casualty  insurance 
needs  are  usually  handled  by  the 
chief  executive  or  the  chief  finan- 
cial officer.  And,  while  they  can 
evaluate  the  cost  of  coverage, 
they  may  find  it  more  difficult 
to  judge  the  effectiveness  of  an 
insurance  program.  For  that,  the 
smaller  firm  must  usually  rely 
on  outside  expertise. 

Migliaccio  says  that  the  most 
valuable  service  M&M  furnishes 
is  objectivity.  This  clear  view  of  a 
client's  needs  is  put  to  its  ultimate 
test  when  a  claim  is  settled. 

"If  you  deal  directly  with  an 
insurance  company,  you  may 
find  to  your  dismay  that  you  and 
the  insurer  have  a  different  view 
of  your  claim,"  Migliaccio  warns. 
"We  handle  all  claims  from  in- 
ception to  conclusion,  reaching  a 


prompt  and  equitable  settlement 
for  clients." 

"M&M  built  its  reputation  serv- 
ing Fortune  1000  companies," 
Migliaccio  notes,  "so  it  frequently 
comes  as  a  pleasant  surprise  to 
small  companies  to  learn  that  we 
also  aggressively  seek  them  as 
clients.  With  4.2  million  busi- 
nesses in  the  U.S.  and  barely  17c 
of  them  with  a  net  worth  exceed- 
ing $1  million,  we  have  long 
realized  that  smaller  companies 
are  as  important  to  our  profit 
picture  as  jumbo  corporate 
accounts. 

Many  modern  managements 
have  acquisitions  on  their  minds. 
For  them,  Johnson  &  Higgins, 
worldwide  brokerage,  offers 
timely  advice: 

Directors'  and  officers'  malfea- 
sance exposures  are  a  particular 
problem.  The  acquisition  team 
should  look  for  potential  lia- 
bilities due  to  previous  acts  of 
commission  or  omission  by  the 
other  side's  officers  and  directors. 

J&H  recommends  the  follow- 
ing steps  as  a  good  start: 

•  Have  the  Corporate  Secre- 
tary's office  and/or  the  Stock- 
holder Relations  Department 
review  all  the  "other  side's"  cor- 


Understand  simplicity 
and  you  understand 
complexity. 


The  complexity  of  a  problem  can  conceal  the  simplicity 
of  its  solution.  That's  why  Johnson  &  Higgins  has 
developed  systems  that  can  break  complex  problems 
into  manageable  components.  With  analyses  coming 
from  many  angles,  we  can  uncover  links  to  concepts 
that  at  first  might  appear  irrelevant.  And  suddenly  the 
problem  isn't  a  problem  anymore.  That's  how  J&H 
created  First  Island  Reinsurance  Association. 

The  First  Island  Captive  Program:  J&H  reshaped  a 
basic  insurance  concept  to  resolve  problems  facing 
captive  insurance  companies,  e.g.,  spread  of  risk, 
limited  availability  of  reinsurance,  the  "unrelated  risks' 
qualification,  and  shortage  of  underwriting  talent.  The 
pooling  of  disparate  risks  via  a  simple  association  of 
separate  captive  companies  achieved  the  desired  goals. 
For  information  on  group  funding  concepts,  write  or 
call  any  J&H  office. 

Johnson  Higgins 

The  Private  Insurance  Broker. 
Thinking  in  a  different  dimension. 
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RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  AND  ACTUAHIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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respondence  or  communications 
relating  to  complaints,  "crank" 
letters  and  negative  input  from 
stockholders  or  third  parties. 

•  All  reports  required  by  the 
SEC  should  be  examined  for 
information  on  prior  undertak- 
ings, product  histories,  and 
failures  to  comply  with  SEC 
requirements. 

•  Look  carefully  at  any  activity 
involving  other  governmental 
agencies  —  Federal,  State  or  Lo- 
cal. Noncompliance  with  agency 
directives  could  cost  the  acquir- 
ing company  substantial  fines. 

A  significant  number  of  claims 
against  officers  and  directors 
have  been  made  because  of  con- 
ditions existing  before  acquisition 
date  —  such  as  pollution  dis- 
charges covered  by  governmental 
regulations.  An  acquiring  man- 
agement should  examine  these 
preexisting  situations  in  depth 
so  that  adjustments  can  be  made 
in  the  acquisition  negotiations. 

J&H  advises  that  D&O 
ramifications  should  be  probed 
by  legal  counsel  and  an  insurance 
broker  expert  in  this  subject.  By 


combining  the  expertise  of  its  risk 
management  department  and  its 
broker,  a  company  can  strip  the 
acquisition  procedure  of  negative 
factors  that  can  turn  a  "buy"  into 
a  "bomb." 

Novel  System 

A  decade  ago,  Alexander  & 
Alexander,  international  brokers, 
acquired  a  management  science 
subsidiary  called  Anistics  —  an 
acronym  for  analytical  statistics  — 
to  specialize  in  computer-aided 
risk  management  consulting.  Its 
computer  system  known  as  ARIS 
(Alexander  Risk  Information 
Service)  is  the  first  fully-inte- 
grated information  svstem 
specifically  designed  for  risk 
management. 

Alexander  &  Alexander's  ARIS 
system  gives  the  risk  manager 
access  to  financial  models  that 
can  assist  in  forecasting  losses 
and  evaluating  alternative  fund- 
ing mechanisms  such  as  self 
insurance.  A  risk  manager  with  a 
computer  terminal  linked  to  the 
A&A  system  can  actually  graph 
his  future  losses  based  on  past 


Corroon  &  Black  Plans  for  1980s 

Corroon  &  Black's  strategic  planning  for  the  80s  emphasizes  new  product 
development  and  an  aggressive  marketing  program  for  existing  products 
through  consolidation  of  companywide  expertise  in  diverse  fields. 

Autonomy  will  still  guarantee  speedy  decision  making  at  the  local  level.  In 
addition,  the  expanded  C&B  communications  network  will  permit  instant  in- 
put from  specialists  on  staff  across  the  entire  system  to  insure  utilization  of  all 
facets  of  a  risk  management  program. 

C&B's  New  Product  Development  Director  and  staff  concentrate  solely  on 
the  task  that  title  describes.  They  will  assist  all  C&B  groups  and  divisions  in 
furnishing  clients  and  prospects  —  whether  individual  firms  or  specific  indus- 
tries —  with  the  specially  designed  products  they  need.  Moreover,  experienced 
specialists  will  focus  exclusively  on  tailoring  programs  for  industry  and  asso- 
ciation groups.  Combining  their  talents  in  this  overall  effort  will  be  the 
C&B  brokerage/agency,  re-insuiance,  speciality  underwriting,  and  employee 
benefits  divisions. 

C&B  corporate  industry  specialty  groups  have  been  formed  to  concentrate 
on  such  critical  areas  as  energy,  aviation,  space,  municipal,  construction,  and 
more.  By  focusing  on  these  respective  fields,  C&B  is  in  a  position  to  provide 
in  the  coming  decade  top  quality  protection  programs  at  competitive  costs. 


experience.  He  can  also  enter 
statistics  for  a  wide  variety  of 
insurance  proposals,  compare 
them,  and  decide  which  will  bes 
suit  his  company.  And  risk  mam 
gers  and  their  staffs  need  not 
learn  a  complex  computer  sys- 
tem. The  software  commands  ar| 
in  English,  and  a  minimum  of 
training  is  required. 

John  A.  Bogardusjr.,  chairma 
of  A&A,  points  out  that  a  compu 
ter  system  gives  a  risk  manager 
time  to  think  rather  than  calculate. 
He  can  explore  a  variety  of 
funding  options  in  a  short  time, 
and  once  the  option  has  been 
chosen,  he  can  follow  it  in  detail 
through  A&A's  relational 
database  system. 

This  enables  clients  to  compars 
—  quickly  and  efficiently  —  the 
material  in  one  database  with  tha 
in  another. 

The  Anistics  system  continues; 
to  evolve  to  meet  A&A's  client 
needs.  On  the  horizon  is  an  East 
Coast  data  center.  And  as  more 
and  more  clients  use  the  system, 
it  may  be  possible  —  with  client 
permission  —  to  provide  indus- 
try-wide statistics  for  general 
use.  This  would  mean  that 
among  other  advantages,  the 
product  liability  claims  for  a 
given  industry  could  be  made 
available  to  all  system  users, 
who  could  then  compare  them 
with  their  own  experience. 

Ryan  Insurance  Group,  based 
in  Chicago  and  with  offices 
throughout  this  country  and 
abroad,  now  ranks  as  the  9th 
largest  brokerage  in  the  U.S. 
The  firm  is  one  of  the  very  few 
vertically  integrated  insurance 
structures:  it  is  able  to  under- 
write or  broker  almost  any  kind 
of  insurance  for  any  type  of 
client. 

Pat  Ryan,  chairman  and  chief 
executive,  is  a  veteran  of  the 
credit  life  and  credit  accident  & 
health  busines  —  sold  by  auto 
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Without  insurance,the  rare  white-fronted  lemur 
could  suffer  a  fate  worse  than  death. 


Extinction. 

It  could  happen  to  many  of  the 
animals,  birds,  and  reptiles  in  today's 
overcrowded  world. 

That's  why  scientists  at  the  San 
Diego  Zoo  are  working  on  programs 
to  breed  endangered  species  in  cap' 
tivity.  To  ensure  that  they  won't  go 
the  way  of  the  dinosaur. 

Insurance  helps  make  this 


possible. .  .because  without  it,  no  zoo 
could  afford  the  risks  involved  in  its 
many  activities.  In  fact,  without  in' 
surance,  you  might  never  get  to  enjoy 
a  lot  of  things  that  bring  you  closer 
to  nature. 

Insurance  isn't  just  for  when 
things  go  wrong.  It  also  helps  us  get 
more  out  of  life.  And  because  insur 
ance  allows  people  to  face  financial 


risks  they  otherwise  couldn't  afford, 
it  plays  a  vital  role  in  Americas  free 
enterprise  system. 

We're  proud  of  the  insurance 
business.  And  the  people  involved  in 
it.  Especially  our  more  than  9,000 
independent  insurance  agents  and 
brokers  who,  with  us,  are  dedicated 
to  helping  insure  the  American  way 
of  life. 
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Crum  and  Forster 


In  the  east:  U.S.  Insurance  Group,  Morns  Township,  N|  07960 
In  the  west:  Industrial  Indemnity,  San  Francisco,  CA  94  1 19 
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independent  Agents  ar 
still  key  figure 
in  the  marketplace 


dealers  to  new  and  used  car 
buyers. 

Ryan  diversification  has  been 
brought  about  by  addition  of 
commercial  insurance  broker- 
ages. Harold  Hines,  Ryan  presi- 
dent and  chief  operating  officer, 
was  formerly  vice-chairman  of 
Marsh  &  McLennan  and  brought 
top  brokerage  expertise  to  the 
operation. 

Through  Scarborough  &  Co.,  a 
brokerage  affiliate,  Ryan  provides 
fidelity  bonds  and  related 
coverage  to  about  25%  of  the 
country's  commercial  banks. 

Agents  Aware 

Trevor  A.  White,  executive 
vice-president  of  Natl.  Assn.  of 
Professional  Insurance  Agents, 
notes  that  no  one  is  more  aware 
of  the  transformation  facing  the 
insurance  industry  than  are  inde- 
pendent agents.  White  estimates 
that  independent  agents  are  vol- 
untarily spending  more  than 
S4  million  a  year  to  expand  their 
knowledge  and  sharpen  their 
counselling  skills. 

P1A  now  broadcasts  live  video 
training  programs  countrywide 
to  agent-members  gathered  in 
public  broadcasting  studios  in 
their  home  towns. 

Insurers  and  their  agents  are 
escaping  from  their  prison  of 
paperwork  by  cooperating  in  the 
creation  of  a  computer  network 
to  handle  an  endless  information 
flow.  This  task  is  incredibly  com- 
plex due  to  different  computer 
languages  and  the  wide  range 
of  proprietary  systems  used  by 
companies  and  agents.  Never- 
theless, the  end  is  in  sight. 

White  says  that  perhaps  the 
most  important  change  facing  the 
independent  agent  is  expansion 
and  diversification  of  his  respon- 
sibilities. As  a  prelude  to  pre- 
scribing insurance  coverage  for 
the  commercial  client  \ent 
must  become  even  mor<      \ve  as 


a  counselor  on  overall  financial 
considerations. 

Manv  enterprising  agents  have 
found  ways  of  competing  with 
brokerage  and  other  interests. 
Membership  in  Marketing  Man- 
agement, Inc.  is  the  solution  for 
some  agents.  MMI  is  a  pioneer 
agency-franchising  firm.  The  in- 
dependent producer  purchases 
the  privilege  to  sell  in  his  own 
exclusive  territory  special  com- 
mercial group  programs  devel- 
oped by  MMI. 

Ken  Williams,  president  of 
MMI,  notes  that  his  programs 
can  be  placed  with  20  different 
markets.  The  agent  retains  his 
complete  independence  but  still 
gains  identification  with  MMI  — 
a  national  link  of  franchised  ter- 
ritories. MMI  builds  business  and 
prestige  bv  national  and  trade 
paper  advertising  and  also  uses 
direct  mail  marketing  to  supply 
leads. 

The  list  of  programs  is  impres- 
sive: men's  and  women's  wear 
stores;  boat  dealers;  home- 
builders;  retail,  wholesale  and 
manufacturing  jewelers;  metal 
fabricators;  data  processors; 
banks;  health  food  stores,  pizza 


parlors,  and  manv  more. 

Edward  H.  Budd,  chairman  of 
Travelers,  sees  growing  proof 
that  the  independent  agency  sys- 
tem best  serves  the  two  tvpes  of 
commercial  buvers. 

The  first  category  comprises 
large  national  firms  with  substan- 
tial self-insurance.  The  second  is 
made  up  of  small  and  medium- 
sized  enterprises  whose  business 
is  sought  by  companies  that  sell 
through  their  own  agents  and 
feature  price  competition. 

Chief  Weapon 

The  changing  needs  of  both 
categories,  Budd  says,  give  the 
independent  agent  maximum 
opportunity  to  use  the  agencv 
system's  chief  advantage:  the 
independent's  ability  to  draw 
upon  the  products  and  services 
of  many  insurers  he  represents. 

"Claim,  engineering,  loss  in- 
formation analysis  and  other  risk 
management  services  are  pro- 
vided by  our  Constitution  State 
Service  Company.  Our  Constitu- 
tion State  Management  Companv 
manages  reinsurance . . .  and  also 
excess  and  surplus  insurance." 

In  dealing  with  the  small  and 


CG/Aetna  Targets  Markets 

CG/Aetna,  Connecticut  General's  property-casualty  affiliate,  is  tailoring 
products  and  services  for  specific  industrial  groups.  Heating,  ventilating  and 
air  conditioning  contractors  (HVAC)  form  the  first  group  to  benefit  from  this 
target  approach  but  the  concept  is  effective  for  many  industries. 

Gary  D.  Michelson,  CG  Aetna  director  of  marketing  services,  says  that  by 
concentrating  on  HVAC  contractors'  needs,  the  company  helps  eliminate  the 
duplication  of  coverage  that  sometimes  occurs  in  a  standard  program. 

Liability  protection  is  a  "must"  for  contractors.  Insurance  is  provided  for 
damage  to  machinery,  supplies  or  equipment  intended  for  installation  — 
whether  stored  temporarily  or  in  transit  to  a  work  site.  Other  coverages 
include  auto,  fidelity  and  workers'  compensation. 

Rehabilitation  specialists,  in  consultation  with  physicians,  design  programs 
to  help  return  injured  workers  to  productive  employment  or,  if  necessary,  to 
develop  new  job  skills.  Another  vital  post-sale  service  is  loss  control. 

CG/Aetna  developed  this  target  program  in  cooperation  with  representa- 
tives of  its  4,300-member  force  of  independent  agents  who  sell  and  service  the 
products. 


Risk.  There  is  no  substitute  for  knowledge. 

You  can't  get  intelligent  risk  management  solutions  without  asking  intelligent 
questions.  That's  how  we  feel.  So  we  offer  our  clients  a  unique  perspective  oi 
the  risks  they  face.  Utilizing  the  kind  of  technological  and  human  resources 
that  you'd  expect  from  us,  one  of  the  world's  largest  insurance  brokers. 

It's  this  full-service  approach  to  business  insurance  that  has  served  our 
clients  successfully  for  over  75  years.  Wherever  in  the  world  they  do  business. 
So,  contact  us.  We'll  give  you  the  answers,  not  excuses. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York.  N  Y.  10005  ■  212  303  4100 


On  March  31st,  Connecticut  G 


Here's  what  the 
business  press 
is  saying  about  the 
largest  insurance 
merger  ever. 


On  March  31st,  a  new  company 
named  CIGNA  was  created. 
Connecticut  General  and  IN  A,  two 
firms  of  roughly  the  same  size  and 
with  complementary  strengths  were 
the  creators.  It  is  a  merger  of  equals, 
entered  into  voluntarily.  This  is  how 
the  business  press  reviewed  it. 

"The  combined  company. ..  will 


marry  Connecticut  General's  excel 
tional  strength  in  corporate  em- 
ployee benefits  and  marketing  to 
INA's  strength,  both  domestically 
and  abroad,  in  commercial  properl 

and  casualty  coverage." 

-The New  York  Tim 

"Not  a  discouraging  word  has 
been  heard  on  Wall  Street  about  tH 


d  and  EVA  became  CIGNA. 


sion  by  Connecticut  General  and 
.to  get  together..." 

—Fortune  Magazine 

'Underlying... [the  merger]... is 
enormous  potential  for  extend- 
the  concept  of  group  insurance 
)nd  life  and  health  coverage  into 
1  areas  as  auto  and  homeowner 
:ies."  —Business  Week 


"The  union  is  a  shrewd  effort  to 
squeeze  out  rising  costs  and  stake 
out  an  advance  position  in  the  rap- 
idly evolving  insurance  business." 

-The  New  York  Times 

All  of  us  at  CIGNA  share  the 
optimism  and  confidence  of  these 
informed  observers. 

The  reason  is  simple:  We  are 


committed  to  be  the  best.  The 
merger  gives  us  the  resources  to 
meet  that  challenge. 


CIGNA 


CIGNA  Corporation,  1185  Avenue  of  the  Americas,  New  York,  N.Y.  10036 


CV 


FRANK  B 
HALL&CQ 


Creative  insurance  services. 
We've  got  what  it  takes. 


THE  ? 
INSURANCE  MARKET 
FOR  BUSINESS... 
IT'S  SUPER! 


Tiedium-sized  client  where  price 
:ompetition  is  keen,  the  all-lines, 
milti-service  agency  companies 
ike  Travelers  —  along  with  their 
ndependent  representatives  — 
re  still  in  the  strongest  position, 
rhey  offer  full  standard  and 
specialized  product  lines,  sup- 
port services  and  localized  com- 
pany staff.  Besides,  Budd 
relieves,  price  competition  will 
vane  as  insurers  new  to  the 
rommercial  lines  see  the  need 
o  improve  profitability. 

Budd  sees  Travelers'  network 
)f  300  field  offices  in  the  U.S.  and 
Zanada  as  the  key  advantage. 

"The  service  edge  will  soon 
lecome  sharper  with  automation 
»f  commercial  insurance  pricing, 
>olicy  issuance  and  claim  infor- 
nation  services.  The  Travelers 
vas  a  leader  in  the  insurance 
ndustry  in  automation  in  the 
>ersonal  lines  of  insurance.  The 
echnology  is  in  place  and  its 
pplication  to  commercial  insur- 
nce  will  soon  follow.  The  result- 
ng  improvement  in  productivity 
vill  lower  expenses  and  free  staff 
o  provide  more  personal  serv- 
:e,"  Budd  explains. 

State  Farm  —  a  leader  in  auto 
nd  homeowners  insurance  and 

major  life  and  health  writer  — 
as  gradually  become  a  potent 
?rce  in  commercial  fire  and  cas- 
alty.  This  is  especially  true  in 
le  key  category  of  commercial 
lulti-peril  (CMP)  which  pack- 
ges  a  number  of  coverages  in 
ne  policy. 

When  the  1970s  began,  State 
arm  was  not  among  the  top  20 
"MP  insurers;  at  the  end  of  1980, 

was  fifth. 

"Being  strong  in  the  personal 
nes  has  really  helped  us  move 
head  in  commercial,"  says  Phi- 
p  Buffinton,  vice-president  and 
ecretary  of  State  Farm's  fire 
isurance  affiliates. 

"Our  agents,  who  represent 
tate  Farm  exclusively,  have 


Aetna  L.  &  C.  has 
implemented  new 
market-drive  approaeh. 


concentrated  on  selling  business 
coverages  to  people  whose  cars 
or  homes  they  already  insure. 
When  we  decided  to  go  after  a 
bigger  share  of  the  commercial 
market,  we  had  a  ready  made 
prospect  list. 

"Another  important  factor,"  he 
adds,  "is  that  instead  of  relying 
exclusively  on  policy  forms  and 
rates  developed  for  industry- 
wide use,  we  use  our  own  pol- 
icies with  our  own  rate  structure 
as  often  as  possible.  This  makes 
it  easier  for  our  agents  to  write 
commercial  business  much  the 
same  way  homeowners  is 
written. 

"Also,  instead  of  trying  to 
capture  the  whole  commercial 
market,  we've  zeroed  in  on  the 


small  to  medium-sized  risks  that 
we're  equipped  to  handle  most 
efficiently." 

William  O.  Bailey,  president  of 
Aetna  Life  &  Casualty,  warns  that 
the  maze  of  commercial  insur- 
ance in  the  '80s  and  '90s  will  be 
more  difficult  to  negotiate.  The 
concept  of  financial  protection 
has  taken  on  new  meanings. 
There  are  more  competitors  in 
the  insurance  marketplace, 
adding  to  the  choices  consumers 
have  and  to  the  difficulty  of 
making  them,  Bailey  observes. 

Anticipating  changing  mar- 
ketplace demands,  Aetna  has 
completed  its  transition  from 
a  product-driven  to  a  market- 
driven  operation.  Bailey  says 
that  relevant  questions  now  are: 


EXG  E  LL  EXC  E 


When  you  design  with  excellence  .  .  .  it  endures. 
BMF  designs  risk  management  programs  which  will  be 
the  classics  of  tomorrow. 


Excellence  in  Insurance  Brokerage 


World  Hkajxjuarters 
660  Newport  Center  Drive,  /  Newport  Beach,  CA  92660  /  TELEX.  692-306 

(714)  644-7940 


Were  doing  what  has  to  be  done 

Arson 
For  Profit 

The  cost  in  lives  and  dollars  is  appalling.  That's  why 
Property-Casualty  insurance  companies  are  doing  their  part 

to  reduce  this  serious  crime.  <  H 

1 M 


We've  all  seen  the  headlines:  "Building 
gutted  by  fire.  28  dead,  scores  injured.'' 

Whether  its  a  quiet  nursing  home  or  a 
bustling  hotel  the  scenario  is  basically  the  same: 
A  fire  starts  and  suddenly  is  out  of  control.  Fire- 
men and  related  emergency  services  struggle 
desperately  to  rescue  lives  and  save  property. 

The  smoke  clears  and  the  fire 
marshal  makes  his  report.  Too  often  it 
includes  the  word:  arson. 

Arson  for  proBt  is  only  a  small  part 
of  the  total  arson  problem.  Most  fires  are 
not  set  for  profit.  The  largest  percentage 
of  arson  fires  is  caused  by  vandals,  revenge 
seekers,  or  people  in  need  of  psychiatric  help 

Arson  has  become  a  serious  social 
problem.  Its  solutions  demand  innovative, 
coordinated  efforts— not  only  by  the  insurance 
business,  but  by  law  enforcement  authorities,  fire 
inspectors,  builders;and  legislators. 

Property-Casualty  insurance  companies  — 
acting  through  the  Insurance  Committee  for 
Arson  Control— help  and  encourage  those  im- 
portant groups  to  get  together.  So  far.  125  Arson 
Task  Forces  have  been  formed  in  41  states. 


Meanwhile,  insurance 
companies  themselves  have  been  working  tc 
reduce  the  incidence  of  arson.  A  prime 
example,  one  aimed  specifically  at  arson  for 
profit,  is  the  Property  Insurance  Loss  Register. 


This  computer- 
ized cross-index 
of  fire  claims 
over  &5<0O  is 
programmed  to 
react  whenever  a 
"match-up"  of  similar 
characteristics  occurs 
among  current  and  pre- 
vious claims. 
The  PILR  computer 
contains  hundreds  of  thousands 
of  claims,  and  hundreds  more  are 
added  every  day.  They  come  from  the 
insurance  companies  that  write  about 
90%  of  the  fire  coverage  in  the  United 
States.  In  its  first  year;  the  Register  gener- 
ated a  thousand  alerts.  From  them7  insurance 
companies  investigate  and  uncover  arson  for 
profit  schemes  that  otherwise  would  remain 
undetected. 

These  leads  are  essential,  because  arson 
often  is  hard  to  spot  and  even  harder  to  prove. 
It  takes  time  to  investigate  suspicious  fires; 
to  sift  rubble  for  clues  to  physical  evidence, 
much  of  which  may  have  been  burned  up; 
to  probe  for  financial  circumstances  which 
would  indicate  motive. 

Meanwhile,  well-intentioned  state  laws 
frequently  require  prompt  claims  settlement  or 
notice  of  reason  for  delay.  Other  laws  have  pre- 
vented law  enforcement  officials  and  insurers 
from  sharing  information  about  a  claim.  And, 
insurance  investigators  face  lawsuits  for  libel, 
slander,  or  bad  faith  if  their  claim  denial 
or  charge  of  suspected  arson  doesn't  stand 
up  in  court. 

All  this  has  had  a  chilling  effect  on  inves- 
tigation of  possible  fraudulent  insurance  claims. 

But  Property-Casualty  insurance  com- 
panies are  fighting  back  They  sponsor  fire  fraud 
workshops  around  the  country  to  train  thou- 
sands of  adjusters  and  claims  people.  They 
seek  law  changes  which  will  remove  incentives 


for  arson  and  make  arson  easier  to  investigate; 
while  protecting  the  privacy  of  the  policy- 
holder. They  are  testing  an  insurance  appli- 
cation form  designed  to  identify  and  deter 
potential  arson  fraud.  They  developed  a  model 
code  which  makes  arson  a  serious  felony  and 
provides  appropriate  penalties. 

Significant  operational  changes  in  the 
many  FAIR  Plans  across  the  country  (where 
Property-Casualty  insurance  companies  main- 
tain facilities  to  insure  high  risk  properties) 
are  also  making  it  harder  for  arsonists  to  pros- 
per. Inspection  pracuces  and  underwriting 
procedures  are  stronger.  Increasingly,  claims 
for  fires  of  a  suspicious  nature  are  resisted.  New 
government  guidelines  give  FAIR  Plans  more 
flexibility  in  denying  applications  and  in  can- 
celling insurance  coverage.  Property  owners 
are  threatened  with  loss  of  coverage  unless 
unsafe  conditions  are  corrected. 

Clearly,  progress  is  being  made.  Society 
may  never  be  able  to  eliminate  arson,  any 
more  than  it  can  eliminate  any  other  serious 
crime.  However;  through  increased  public 
concern;  improved  legislation,  training,  and 
the  growing  level  of  cooperation  among 
community  groups,  insurance  companies,  fire 
fighters,  and  law  enforcement  authorities,  we 
believe  the  crime  of  arson  can  be  brought 
under  closer  control. 


We're  working  to  keep  insurance  affordable. 

lis  message  presented  by  the  American  Insurance  Association,  85  John  Street,  NY,  NY  10038 


THE 

INSURANCE  MARKET 
FOR  BUSINESS 
IT'S  SUPER! 


Weghorn  Meeting  Shows 
Concern  for  N.Y.  Buyers 

John  C.  Weghorn  Agency  of  New  York  City  recently  held  a  symposium, 
in  cooperation  with  the  Insurance  Advocate,  a  trade  publication,  to  explore 
the  future  of  the  property-casualty  business  in  the  Metropolitan  area.  The 
meeting  furnished  a  good  example  of  cooperation  among  diverse  interests 
to  preserve  and  expand  markets. 

At  the  meeting,  B.  P.  Russell,  chairman  of  Crum  &  Forster,  said  he  is  not 
"bullish"  on  the  City  which  has  presented  underwriting  problems.  But 
neither  is  he  "bearish"  and  C&F  can  be  counted  on  to  continue  to  provide  a 
solid  market.  George  W.  Ansbro,  President  of  Royal  Insurance,  noted  that 
one-third  of  his  firm's  employees  and  one-sixth  of  its  U.S.  business  are  in 
New  York  State.  He  conceded  that  the  City  itself  is  "different"  from  upstate 
areas  but  stressed  that  it  will  continue  to  be  an  important  place  for  Royal  to  do 
business. 

The  Weghorn  firm  which  underwrites  and  places  with  leading  insurers  the 
business  produced  by  many  other  agencies,  conceived  the  symposium  as  a 
positive  step  in  maintaining  and  expanding  markets  in  the  world's  financial 
capital. 


"What  does  the  customer  need?" 
Then,  after  developing  products 
in  response,  "How  can  we  sell 
them  in  a  way  that  provides 
maximum  flexibility,  individu- 
alized service  and  reasonable 
prices?" 

A  market-driven  approach 
demanded  changes  in.company 
structure,  Bailey  explains.  Last 
summer  the  company  estab- 
lished a  rebuilt  Personal  Financial 
Security  Division,  continued  its 
Employee  Benefits  Division  and 
set  up  for  businessmen  a  new 
Commercial  Insurance  Division 
to  furnish  all  property-casualty 
products  and  services. 

In  planning  the  new  organiza- 
tion's direction,  Bailey  recalls, 
one  very  significant  guidepost 
was  "the  direction  we  saw  our 
agencies  setting  for  themselves." 

"A  growing  number  of  them," 
he  says,  "are  choosing  to  concen- 
trate on  either  the  personal  or  the 
commercial  markets,  or  have 
organized  internally  to  develop 
these  markets  separately. 

"The  manufacturer  who  must 
protect  his  business  against  a 
myriad  of  hazards  will  want  his 


agent  to  know  a  great  deal  about 
that  particular  business;  indeed 
the  agent  must  have  that  knowl- 
edge himself  or  be  able  to  get  it 
from  his  carriers." 

Bailey  adds  with  special 
emphasis: 

"Since  our  agents  are  our  eyes 
and  ears,  as  well  as  our  sales 
pipeline  to  —  and  from  —  the 
insurance  and  financial  services 
marketplace,  their  advice  and 
counsel  was  invaluable  to  us  as 
we  built  our  new  organization  in 
response  to  that  marketplace. 

St.  Paul  Approach 

Long  known  as  an  innovator, 
St.  Paul  Fire  &  Marine  excels  at 
developing  products  and  services 
to  meet  changing  customer  needs. 
Its  new  Risk  Management  Serv- 
ices Division  is  a  good  example. 

Insurers  have  traditionally 
dealt  primarily  with  the  physical 
environment  in  loss  prevention. 
Are  the  guards  on  the  machine? 
Is  the  sprinkler  system  working? 
Are  fire  extinguishers  in  place? 

That  approach  is  no  longer 
adequate  for  the  total  risk  control 
needs  of  today's  insureds.  So,  St. 


St.  Paul  puts  focu 
on  people's  attitudes  a\ 
accident  factors 


Paul's  new  Risk  Management 
Services  will  deal  with  the  total 
environment  of  its  policyholders 
—  not  just  the  physical  aspects. 
Safety  inspections  will  continue 
to  play  an  important  role,  but 
"human  factors  engineering" 
is  the  key. 

"We've  realized  it's  often  peo- 
ple's attitudes  that  cause  acci- 
dents," says  Jack  Callaway,  St. 
Paul  F&M  vice  president-risk 
management  services.  "We  used 
to  concern  ourselves  with  the 
mechanical  parts  and  production 
systems  of  an  organization  when 
we  evaluated  its  loss  potential. 
Now  we  realize  that  an  insured 
can  take  all  the  prescribed  safety 
measures  and  still  have  serious 
losses  if  the  attitude  is  not  one  of 
preventing  accidents  and  mini- 
mizing losses." 

In  the  Risk  Management  Divi- 
sion, counseling  top  manage- 
ment of  insureds  is  the  focus  of 
the  job.  To  do  that  effectively, 
Risk  Management  personnel 
spend  time  getting  to  know  why 
workers  perform  functions  cer- 
tain ways,  as  well  as  how  they 
perform  them.  Through  personal 
contact  and  observation  of  the 
insured  workplace,  St.  Paul  Risk 
Management  Services  represen- 
tatives are  able  to  recommend 
preventive  measures  for  those 
activities  that  cause  loss  as  well 
as  the  physical  hazards.  They'll 
also  be  able  to  help  the  insured 
identify  ways  to  minimize  losses 
that  do  occur. 

Insurance  innovations  have 
far-reaching  ramifications,  as 
Joseph  P.  Decaminada,  vice-pres- 
ident and  counsel  of  Atlantic 
Companies  points  out.  For  exam- 
ple, he  says,  the  opening  of  The 
New  York  Insurance  Exchange 
on  March  31, 1980  was  momen- 
tous both  for  the  insurance 
industry  and  for  the  American 
business  community. 

For  the  first  time  in  this  coun- 


The  risk  of  property  damage  is  one  fact  of  corporate  life 
we  can  help  you  live  without. 


Allendale  Insurance 

World  leader  in  loss  prevention  engineering  for  commercial 
and  industrial  properties,  and  member  of  the  Factory  Mutual  System. 

Allendale  Insurance.  Allendale  Park.  Johnston.  Rl  02919 


THE 

INSURANCE  MARKET 
FOR  BUSINESS... 
IT'S  SUPER!  ^ 


Crum  &  Forste 
acquisitions  meet  moder 
market's  demand* 


try,  an  insurance  broker  is  able  to 
negotiate  coverage  with  28  dif- 
ferent syndicates  or  insurers  at 
one  location  —  the  Exchange  floor 
on  John  Street  in  New  York  City. 
The  number  of  syndicates  grows 
every  year,  Decaminada  adds. 

"In  addition  to  providing  an 
American  market  for  the  insur- 
ance needs  of  American  busi- 
ness," Decaminada  points  out, 
"the  Exchange  is  also  an  in- 
vestment vehicle  for  American 
corporations  desiring  to  diversify 
into  the  insurance  business. 
Exxon  Corp.,  for  example,  has 
a  syndicate  on  the  Exchange  — 
managed  by  insurance  profes- 
sionals. 

"The  development  of  the  NYIE 
at  this  juncture  is  also  significant 
because  of  our  government's  in- 
creased concern  about  the  fair- 
ness of  trade  involving  the  U.S. 
and  foreign  countries.  Our  coun- 
try is  a  net  exporter  of  services, 
including  insurance.  Now,  the 
NYIE  provides  a  market  here  for 
protection  of  risks  throughout 
the  world." 

Just  as  important  to  business- 
men as  innovations  in  coverage 
is  the  long  range  planning  by  in- 
surers to  expand  markets  and 
increase  their  effectiveness. 
A  classic  example  is  provided 
by  Crum  &  Forster's  planned 
acquisition  of  varied  facilities: 

•  In  1969,  the  firm  bought 
Constitution  Reinsurance  Corp. 
This  company  has  become  an 
important  factor  in  the  American 
and  overseas  reinsurance  market. 

•  In  1971,  Crum  &  Forster  es- 
tablished two  organizations  in 
Chicago  to  write  high-dollar  and 
high-risk  business.  The  two  firms 
—  International  Surplus  Lines 
Ins.  Co.  and  L.  W.  Biegler,  Inc. 
were  key  performers  in  accom- 
modating the  accelerated  need 
for  excess-surplus  lines  markets, 
especially  in  the  latter  half  of  the 
1970s. 


•  The  London  Agency  in  At- 
lanta became  part  of  C&F  in  1972 
and  subsequently  enhanced  its 
reputation  for  expertise  in  place- 
ment of  unusual  risks  for  other 
agents  and  brokers. 

•  In  1976,  C&F  acquired  Inter- 
national Aviation  Underwriters 
which  was  converted  into  the 
special  risk  affiliate  of  Aviation 
Office  of  America  (AOA)  bought 
by  C&F  in  1977.  Since  the  world's 
future  lies  largely  in  the  air,  the 
value  of  an  aviation  marketing 
arm  to  the  business  community 
is  obvious. 

•  In  1978,  C&F  bought  J.  H. 
Blades  &  Co.  of  Texas,  a  manag- 
ing general  agency  spcializing  in 
energy  industry  insurance  and  in 
other  high-risk  and  high-dollar 
exposures.  Energy  coverage  will 
be  in  limitless  demand  and  the 
Blades  firm  will  be  among  its 
foremost  suppliers. 

This  sampling  of  C&F's  plan- 
ned acquisitions  demonstrates 
how  one  organization  helped 
immeasurably  in  maintaining 
and  expanding  markets  through- 
out the  1970s  —  a  turbulent  time 
for  insurers  —  and  how  it  has 
geared  to  meet  the  future  needs 
of  American  business. 

Backup 

Reinsurance  companies  insure 
the  insurers.  By  thus  easing  the 
burden  on  primary  underwri- 
ters, reinsurers  help  the  prop- 
erty-casualty industry  to  satisfy 
the  requirements  of  commercial 
customers. 

Steven  E.  Fass,  vice-president 
of  Folksamerica,  a  fast  growing 
reinsurer,  notes  that  firms  in  this 
field  have  traditionally  operated 
behind  the  scenes.  They  re- 
mained in  relative  anonymity 
even  though  they  furnished  ca- 
pacity to  accommodate  the  larger 
commercial  accounts.  The  rein- 
surers' risk  spreading  function  is 
especially  indispensable  nowa- 


days when  such  lines  as  products 
liability,  medical  malpractice  and 
nuclear  liability  —  to  name  a  few 
with  huge  loss  potential  —  must 
be  underwritten. 

Fass  explains  that  reinsurers 
are  versatile.  They  made  it  pos- 
sible to  arrange  retroactive 
coverage  for  the  MGM  Grand 
Hotel  after  its  disastrous  fire. 
This  unusual,  though  not 
unique,  protection  not  only 
meant  tax  savings  for  MGM  but 
also  helped  to  avert  a  qualified 
financial  statement. 

The  captive  insurers  owned  by 
many  American  business  enter- 
prises are  well  served  by  rein- 
surers who  not  only  relieve  them 
of  liability  but  also  take  over 
responsibility  for  captive  loss 
reserves. 

In  addition,  Fass  adds,  many 
risk  managers,  recognizing  that 
they  can  place  individual  lines 
with  reinsurers  at  very  low  cost, 
are  reevaluating  their  use  of  cap- 
tives. Cost  efficiency  could  very 
likely  lie  along  the  reinsurance 
route. 

This  article  has  spotlighted 
most  of  the  leading  types  of 
performers  in  the  commercial 
property-casualty  marketplace. 
It  has  described  their  role  as  the 
source  of  most  of  the  protection 
and  related  services  which  com- 
mercial America  depends  upon. 
The  part  these  same  performers 
play  in  sustaining  self-insurance 
programs,  including  captive 
companies,  and  supplying  most 
of  the  know-how  for  their  opera- 
tion has  also  been  suggested. 

"Impressive"  is  a  word  that 
merely  begins  to  describe  this 
total  performance. 
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Get  hands-on  solutions 
to  risk  management  problems. 


General  Re  can  help  captives,  risk  managers 
and  their  brokers  design  timely  and  flexible, 
direct  reinsurance  programs  that  provide  broad 
coverages  with  proven  long  term  stability. 

Our  captive  and  risk  retention  specialists 
can  help  keep  your  company's  cash  flow  under 
control  with  imaginative  reinsurance  programs. 

For  timely,  in-depth  response  and  protection 
when  you  need  it  most, 
we'll  always  be  on  hand. 

Call  General  Re. 
We  want  to  be  your 
reinsurer. 

America 's  Largest  Reinsurer 


General 
Re 


General  Reinsurance  Corporation,  Greenwich,  Connecticut 

Atlanta,  Chicago,  Columbus.  Dallas,  Des  Moines.  Hartlord,  Houston,  Kansas  City,  Los  Angeles,  New  York,  Philadelphia,  San  Francisco,  Seattle,  Washington,  DC, 


Montreal,  Toronto,  and  London. 
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Quietly,  the  Mint  is  substituting  zinc  for 
copper  in  pennies.  Why  no  fanfare?  And 
why  not  abolish  the  coin  completely? 


Cents  and 
sensibility 


By  John  R.  Dorfman 


F|  ish  in  your  pocket  and  spread 
out  your  change.  If  there  are  sev- 
eral pennies,  chances  are  fairly 
good  that  one  of  them  is  made  of  zinc, 
not  copper.  Unless  your  fingers  are 
unusually  sensitive,  you  will  not  no- 
tice the  19%  difference  in  weight.  Un- 
less your  eyes  are  unusually  keen,  you 
will  not  discern  any  difference  in 
looks  either.  The  new  pennies  have  a 
thin  coating  of  copper,  which  lets 
them  show  up  on  X  rays. 

What's  surprising  about  all  this 
isn't  that  it  has  happened,  but  that  it 
has  happened  with  so  little  publicity. 
In  a  time  when  nearly  everything 
the  government  does  generates 
torrents  of  analysis  and  debate, 
the  new  zinc  penny  has  started 
slipping  into  people's  pockets  un- 
noticed. Read  on  and  you  will 
find  out  why. 

Copper  prices  are  falling.  Why 
change  now?  Zinc,  explains  Mint 
spokesman  John  Doom,  is  not 
only  cheaper — 38  to  40  cents  a 
pound  recently,  vs.  75  cents  for 
copper — it's  also  more  stable  in 
price.  "Copper,"  says  Doom, 
"tends  to  track  gold  and  silver." 
The  new  formula  will  save  tax- 
payers $25  million  this  year. 

In  the  fall  of  1980,  when  cop- 
per prices  were  high,  the  Buieau 
of  the  Mint  decided  to  change 
the  composition  of  the  penny. 
That  decision,  made  by  Carter's 
Mint  staff,  was  reaffirmed  by 
Reagan's  Mint  people.  Produc- 
tion of  zinc  pennies  began  early 
this  year  at  the  two  smallest  of 
the  four  mints,  West  Point  and 
San  Francisco.  The  larger  mints 
in  Philadelphia  and  Denver  are 
scheduled  to  change  to  zinc  pen- 
ny production  this  fall. 


As  the  copper  industry  hurt?  Most  cop- 
per goes  into  housing  and  auto- 
mobiles, and  pennies  accounted  for 
less  than  1%  of  last  year's  U.S.  pro- 
duction. What's  more,  some  firms 
mine  both  copper  and  zinc.  "Compa- 
nies like  Asarco  wind  up  being  on 
both  sides  of  the  coin,  no  pun  intend- 
ed," says  Clarence  Morrison,  a  metals 
analyst  with  Dean  Witter  Reynolds. 

Then  wlyy  is  a  lawsuit  pending?  Some 
members  of  a  trade  association  called 
the  Copper  &.  Brass  Fabricators  Coun- 
cil will  be  hurt  by  the  loss  of  strip 
copper  and  stamping  business.  They 
claim  that  the  Bureau  of  the  Mint 
needs  congressional  approval  to  make 
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Pennies  pour  out  of  a  Philadelphia  Mint  press 
All  this  just  to  collect  sales  tax? 


a  drastic  change  in  the  composition  of 
the  penny.  The  first  round  went  to  the 
government,  and  an  appeal  is  pending. 

Copper  advocates  also  say  the  zinc 
coins  will  corrode.  "I-  have  no  doubt 
they  will,"  replies  "a  Mint  official,  "if 
people  walk  around  with  salt  water  in 
their  pockets." 

Why  do  pennies  account  for  three- 
quarters  of  the  Mint's  production?  Be- 
cause everyone  throws  them  into 
dresser  drawers,  jars  or  piggy  banks. 
Since  1959  the  Mint  has  made  142 
billion  pennies,  or  about  700  for  every 
U.S.  man,  woman  and  child.  Only 
some  35  billion  are  in  circulation.  The 
annual  manufacture  of  some  13.5  bil- 
lion pennies  does  little  more  than 
maintain  the  existing  stock. 

Does  the  new  penny  mean  the  days  of 
hoarding  are  over''1  Yes  and  no.  It 
doesn't  pay  to  melt  old  pennies  until 
copper  prices  reach  $1.50  a  pound — a 
level  they  flirted  with  in  1974  and  in 
1980.  Copper  prices  are  now  only 
about  half  the  "melt  down"  point,  and 
no  one  predicts  a  quick  rebound.  Zinc, 
on  the  other  hand,  will  have  to  reach 
the  astronomical  price  of  $1.84  per 
pound  before  it  makes  sense  to  melt 
new  pennies.  That  isn't  likely;  the 
highest  price  the  metal  has  ever  hit  is 
43  cents. 

Coin  collectors,  however,  are  al- 
ready stocking  up  on  1982  pennies. 
Whenever  two  types  of  coins  are 
produced  in  one  year  they  tend  to 
have  higher  numismatic  value.  Re- 
member the  all-zinc  1943  pen- 
nies? Right  now  some  dealers 
are  selling  a  $50  bag  of  copper 
1982  cents  for  about  $99,  while 
a  bag  of  the  new  zinc  version 
goes  for  around  $110.  One  rea- 
son the  Mint  is  keeping  quiet 
about  the  conversion  is  to  dis- 
courage such  hoarding. 

If  pennies  are  such  a  nuisance, 
why  not  abolish  them'  Retailers 
and  state  and  local  tax  collectors 
object  strongly.  Pennies  these 
days  are  used  mainly  to  collect 
sales  tax,  and  without  them  mu- 
nicipal officials  would  have  rev- 
enue problems.  In  addition, 
eliminating  pennies  might  con- 
tribute not  only  to  inflationary 
psychology  but  to  inflation  as 
well.  Suppose  there  are  about  250 
billion  retail  transactions,  each  of 
which  has  to  be  rounded  up  or 
down  to  the  next  nickel.  "How 
many  people  do  you  know,"  asks 
a  Mint  official,  "who  are  going  to 
round  down?"  If  the  average 
transaction  ended  up  costing  only 
an  extra  half  cent,  the  public 
would  be  stuck  with  a  hidden  bill 
for  $1.25  billion.  ■ 
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Wfest  of  the  Potomac 

It's  tough  out  here!!! 


Members  of  Congress: 

We  respectfully  submit  there  is  a  part  of 
the  United  States  that  can  be  found  West 
of  the  Potomac  River. 

In  this  ignored  portion  of  the  United 
States  can  be  found  the  majority  of  the 
population— who  pay  the  majority  of  taxes 
—and  who  suffer  the  most  from  high 
interest  rates. 

It's  tough  out  here— we  feel  frustrated. 
We  look  to  Washington  to  create  an  eco- 
nomic atmosphere  where  farmers,  business 


and  labor  can  get  back  to  work.  You  are 
letting  us  down. 

We  need  you  to  pay  more  attention  to 
our  problems  here  "West  of  the  Potomac." 

The  economic  fire  of  a  depression  is 
burning  here,  while  you,  the  firemen,  are 
arguing  how  the  blaze  should  be  fought.  If 
you  don't  hurry,  the  structure  will  be 
burned  out. 

Put  the  country  back  to  work. 


WE  VOTE! 


Respectfully, 


You  Can  Help 

Write  your  own  views  on  interest  rates 
to  your  Congressman  and  Senators,  and  to 
The  Honorable  Paul  A.  Volcker,  Chair- 
man, Board  of  Governors,  Federal  Reserve 
System,  Washington,  D.C.  20551.  Send  us 
a  copy  if  you  can. 

Your  opinion— and  your  letter— are 
important. 


James  E.  Stewart.  Chairman  of  the  Board  and  Chief  Executive  Officer 

Lone  Star  industries.  Inc..  One  Greenwich  Plaza.  Greenwich.  Connecticut  06830 

Reprints  on  request;  write  Depl  F     Permission  granted  to  reproduce 

LONESTAR^T 

Number  One  in  Cement  .  .  .  Serving  America's  Great  Builders. 


How  Morga 
make  money  in  today 


Succeeding  in  world  financial  markets  may  be  even  tougher  tomor- 
row than  it  is  today.  The  choices  are  multiplying.  The  risks  are 
rising.  The  rules— and  rates— keep  changing.  Now,  more  than  ever, 
corporate  treasurers  need  up-to-the-minute  money-market  infor- 
mation, sound  advice,  timely  execution.  And  ideas. 


Any  bank  can  lend  you  money  at 
a  rate.  At  The  Morgan  Bank  we 
try  to  add  value.  How?  By  com- 
ing up  with  innovative  solutions 
to  short-  or  long-term  financing 
needs.  By  understanding  and 
anticipating  developments  in  the 
world's  money  and  capital  mar- 
kets. By  helping  you  act  in  time. 

Here's  why  treasurers  of  major 
multinationals  increasingly  turn 
to  Morgan  to  achieve  corporate 
funding  and  investing  goals. 

Morgan  gives  you  experience. 
No  bank  knows  more  about  the 
interrelated  elements  that  affect 
financial  markets — interest  rate 
differentials,  currency  fluctua- 
tions, capital  flows,  central  bank 
strategies.  Around  the  world, 
around  the  clock,  Morgan  people 
exchange  vital  information  and 
ideas.  They  learn  what's  going 
on,  and  so  will  you. 

You'll  get  a  global  perspective 
—from  the  country-by-country 
analyses  of  our  international 
economists  to  interest  rate  and 
currency  judgments  by  our  for- 
eign exchange  specialists. 

Morgan  concentrates.  We 
specialize  in  serving  corporate, 


institutional,  and  government 
clients.  And  we've  centralized 
all  our  money-market  activities 
in  our  Treasurer's  Division. 
Whether  located  in  New  York  or 
in  other  world  financial  centers, 
our  traders,  analysts,  and  portfo- 


In  Morgan's  Tokyo  foreign  exchange  department, 
Kemp  Mitchell  and  Hisashi  Okada 

lio  managers  are  close  to  their 
markets  and  in  constant  commu- 
nication with  each  other.  And 
their  expertise  is  readily  available 
to  all  our  banking  officers. 

This  unified  approach  gives 
The  Morgan  Bank  and  its  clients 
more  speed,  more  contact,  more 


knowledge  than  ever  before. 
Morgan's  needs  parallel  your* 

Our  treasurer  needs  to  raise 
funds  and  invest  for  our  bank 
just  as  you  do  for  your  compan> 
Since  our  interests  are  alike,  we 
use  the  same  skills,  data,  and 
advanced  technology  to  help  yo 
that  we  use  to  manage  our  own 
portfolio  and  worldwide  position; 

Morgan  is  fast.  You'll  be 
impressed  by  how  quickly  we 
respond  to  your  requests  and 
make  major  commitments. 
That's  because  we  know  the 
sources  and  users  of  funds,  how 
to  gain  access  to  them,  and  the 
best  choices  to  meet  your  corpo 
rate  needs.  And  we're  not  bounc 
by  red  tape.  Morgan  officers  ha\ 
the  authority  to  make  decisions 
on  their  own,  on  the  spot. 

Morgan  is  a  market-maker. 
We  make  markets  in  U.S.  gov- 
ernment and  agency  securities, 
municipals,  Eurobonds,  foreign 
currencies.  We  also  deal  in  our 
own  and  other  banks'  CDs. 

The  markets  we  make  are 
large  enough  so  that  even  our 
biggest  clients  can  deal  within 
them -and  know  that  our  spreac 
will  be  among  the  most  competi 
tive  in  the  industry. 

Morgan  helps  you  manage 
liquidity.  When  you  have  sur- 
plus funds  to  invest  we  give  you 
a  choice  of  investment  options 


lelps  treasurers 
[nigh  money  markets 


Four  of  the  Morgan  officers  who  solved  a  client's  long-term  financing  problem  with  a  foreign  currency  borrowing  privately 
placed  and  hedged  into  U.S.  dollars.  From  left,  Jonathan  Seem,  head  of  the  bank's  Far  West  Department;  Maureen  Hendricks,  Inter- 
national Financial  Management;  Robert  Engel,  Executive  Vice  President  and  Treasurer;  Bruno  Eberli,  Foreign  Exchange  Trading. 


iat  cover  the  full  spectrum  of 
loney-market  instruments, 
/hen  you  need  money  we  pro- 
ide  competitive  short-term 
redit  for  working  capital  and 
:her  purposes,  in  dollars  and 
ical  currencies. 
Morgan  is  good  for  the  long 
irm.  Among  the  growing  num- 
er  of  longer-term  financing 
ations  we  offer  are  loans  for 
xed  assets  and  for  project  devel- 
ament.  Morgan  also  arranges 
tfvate  placements  in  various 
urrencies  with  U.S.  and  foreign 
lvestors.  Through  our  London 


subsidiary,  Morgan  Guaranty 
Ltd,  we're  one  of  the  fastest 
growing  underwriters  of  fixed- 
rate,  floating-rate,  and  converti- 
ble securities  in  the  Eurobond 
market. 

Morgan  gives  you  money- 
saving  ideas.  Because  The 
Morgan  Bank  makes  major  com- 
mitments as  principal  in  both 
capital  and  foreign  exchange 
markets,  we  can  often  help 
reduce  the  cost  of  your  dollar  and 
foreign  currency  financings.  We 
can  also  show  you  how  to  reduce 
the  effective  costs  of  your  total 


financing  through  efficient  tax 
planning.  We'll  develop  new 
ways  to  protect  you  against  for- 
eign exchange  exposures.  And 
we'll  alert  you  to  hedging  and 
arbitrage  opportunities. 

Morgan  is  ready  to  help  you. 
Talk  to  the  Morgan  officer  who 
serves  you,  or  call  Robert  G. 
Engel,  Executive  Vice  President 
and  Treasurer,  Morgan  Guaranty 
Trust  Company,  23  Wall  Street, 
New  York,  NY  10015.  Telephone 

(212)  483-2703.  Member  FDIC 

The  Morgan  Bank 


The  corner  hardware  store  fought  off  Sears 
in  the  Fifties  and  home  center  chains  in  the 
Seventies.  Is  it  invincible? 


Screws,  bolts , 
and  tighter 
competition 


By  Jeff  Blyskal 


Johnson's  Pt.  Pleasant  Hard- 
ware on  the  New  Jersey  shore  is 
exactly  what  you 
would  expect  of  a  100- 
year-old  corner  store.  Ev- 
ery tool,  screw,  nut  and 
bolt  you  need;  worn  oak 
floors  and  plenty  of  John- 
sons asking  if  they  can 
help  you  find  something. 

But  walk  down  the 
aisles,  past  the  bags  of 
Scott's  Turf  Builder  and 
the  Stihl  chain  saws,  and 
you're  in  for  a  surprise.  In 
the  back  room  an  IBM 
System  34  computer  qui- 
etly watches  over  billings, 
expenses,  margins  and 
$2.5  million  annual  sales. 
America's  small  family- 
owned  hardware  store, 
says  78-year-old  Arthur 
Johnson,  "is  fairly  sophis- 
ticated these  days." 

It  better  be.  In  a  down 
market,  competition 
among  hardware  stores, 
home  centers,  lumber 
yards  and  anyone  else  who 
sells  home  improvement 
products  is  intense.  Even 
the  corporate  giants  are  not 
safe  if  poorly  managed. 
Now  in  Chapter  11, 
Wickes  Cos.,  with  $2.9  bil- 
lion in  annual  sales,  is  an 
example  to  all.  "They  may 
be  the  forerunner  of  a 
shakeout,"  says  Frank 
Denny,  president  of  W.R. 
Grace's  $800  million-a- 
year  home  center  division. 

Recession  isn't  the  only 
bogeyman.  In  order  to  ap- 
preciate the  problems  on 


the  horizon,  you  must  first  under- 
stand the  structure  of  the  hardware 
business.  It's  a  $43  billion  industry 
that  is  fragmented  and  subject  to  sur- 


Arthur  Johnson  in  his  Pt.  Pleasant,  N.J.  hardware  store 
Computers  and  coops  keep  the  small  guy  competitive. 


prisingly  little  outside  analysis. 

The  market,  of  course,  is  more  than 
just  hammers  and  power  drills.  Hard- 
ware stores  also  sell  TV  sets, 
housewares  and  sporting  goods.  Home 
centers,  a  term  basically  meaning  the 
larger  hardware  stores  that  hold  half 
the  market,  will  likely  also  have  some 
lumber  and  extensive  lawn  and  garden 
departments.  Consumer-oriented 
building  materials  dealers  concentrate 
on  lumber,  roofing  and  masonry  prod- 
ucts. Sears,  Roebuck,  meanwhile,  sells 
a  lot  of  Craftsman  tools  and  other 
related  items.  Sears,  along  with  Mont- 
gomery Ward,  Penney,  K  mart  and 
other  general  retailers,  probably  ac- 
counts for  25%  of  all  "hardware"  sales. 

Ten  years  ago  things  started  to  hap- 
pen. With  inflation  pushing  up  the 
cost  of  a  plumber  or  electrician,  the 
do-it-yourself  market — a  true  post- 
World  War  II  phenomenon — boomed 
even  more  strongly.  It  was  growing 
27%  a  year  by  the  mid-Seventies— 
three  times  1971  levels. 
Existing  home  center 
chains  exploded,  and  oth- 
ers, like  W.R.  Grace  in 
1976,  jumped  in.  By  1980 
major  chains  owned  27% 
of  the  market. 

All  this  added  to  the 
chaos  of  conventional 
hardware  stores.  How 
could  the  corner  entrepre- 
neur compete  against  hun- 
dred-million-dollar gi- 
ants? Enter  dealer-owned 
wholesale  cooperatives, 
the  biggest  of  which  is 
Chicago's  7,000-store  Cot- 
ter &  Co.,  known  to  mil- 
lions of  homeowners  as 
True  Value.  The  dozen  or 
so  coops,  which  enjoyed 
limited  popularity  since 
the  Fifties  as  an  answer  to 
Sears'  rising  prominence 
in  the  tool  business,  be- 
came essential  to  survival 
for  the  independents. 

Historically,  hardware 
stores  bought  from  small 
local  wholesalers.  But 
joining  together  as  non- 
profit cooperatives  al- 
lowed for  volume  dis- 
counts, created  economies 
of  scale  in  distribution  and 
eliminated  wholesaler's 
profit.  "The  coop  reduced 
the  cost  of  goods  by  1 6% , " 
says  Roy  Nyberg,  a  Sioux 
Falls,  S.Dak.  Ace  Hard- 
ware dealer.  "We  gave  the 
consumer  10%  in  lower 
prices  and  got  an  extra  6% 
profit." 
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THE  OTHER  NORTHERN  IRELAND: 


Martin  Malone  is  one 
reason  electronics 
investors  score  big 

in  Northern  Ireland. 


Martin  Malone  knows  his  way 
around  both  the  sports  circuit  and  the 
printed  circuit. 

A  semi-professional  Irish  League 
footballer  in  off  hours,  on  the  job  Martin 
captains  a  team  of  1 10  printed-circuit 
technicians  as  works  manager  for 
Irlandus  Circuits  Ltd.  in  Craigavon. 

Because  our  universities  and  tech- 
nical colleges  turn  out  a  plentiful  and 
welcome  supply  of  specialists  in  elec- 
tronics engineering  and  computer 
sciences,  Northern  Ireland  is  an  ideal 
place  for  any  state-of-the-art  company 
to  introduce  high  technology. 

Besides  our  skilled  work  force,  other 
good  reasons  to  invest  in  Northern 
Ireland  are  an  enviable  labor  relations 
record,  excellent  R&D  support  programs, 
top-grade  transportation  and  commu- 
nications links  for  easy  access  to  the 
Common  Market  and  other  parts  of  the 
world,  and  investment  incentives  which 
have  beenjudged  the  best  overall  in 
the  EEC. 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  function 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet,  come 
see  for  yourself.  For  further  information, 
contact  Ian  Walters  or  George  Forsterat 
the  Northern  Ireland  Industrial  Develop- 
ment Office.  Call  (212)  593-2258.  Or 
write.  NIIDO,  British  Consulate-General, 
150  E.  58th  St.,  New  York,  NY  10155. 


Northern 
Ireland  works. 


I  A  visit  will  convince  you. 


 Hardware's  shadow  industry  

To  compete  with  corporate  chains,  tion.   Other   outlets   deal  with 

many  hardware  stores  joined  deal-  wholesalers  who  formed  their  own 

er-owned  cooperatives  like  Cotter  cooperative  merchandising  groups. 

&  Co.  and  Ace  Hardware,  which  Today  the  little-known  wholesal- 

offer  national  brand  identification  ers  and  coops  account  for  some  $10 

and  volume  buying  and  distribu-  billion  a  year  in  retail  sales. 


1981  wholesale  sales 

Group  (store  identification)  (millions) 


Cotter  &  Co*  (True  Value)  $1,348 

Liberty  Distributors  (Trustworthy,  OK,  S  and  T)  800 

Ace  Hardware*  694 

Sentry  Hardware  550 

PRO  Hardware  (PRO,  PRO  Mart,  Blue  Grass  Stores)  547 

Hardware  Wholesalers  Inc*(HWI,  Do  it)  469 

American  Hardware  Supply*  (ServiStar)  412 

Val-Test  Distributors  350 


'Dealer-owned  cooperatives.  Source:  National  Retail  Hardware  Association 


True  Value  also  had  national  recog- 
nition through  extensive  advertising, 
so  members  flocked  in  and  sales  grew 
an  average  20%  per  year  in  the  Seven- 
ties. Ace  switched  from  being  a 
wholesaler  to  a  coop  in  1974,  and  its 
sales  grew  in  line  with  other  coops. 
Over  the  Seventies,  coops  snatched  a 
20%  chunk  of  the  market  from  old- 
line  wholesalers. 

The  battle,  however,  doesn't  end 
there.  Over  the  past  ten  years  mergers 
have  consolidated  some  400  old-line 
wholesalers.  There  are  now  only  250, 
and  many  of  the  largest  have  formed 
their  own  quasi-cooperative  merchan- 
dising groups.  These  give  affiliated 
stores  national  identification  under 
names  like  Sentry,  PRO  Mart  and 
Trustworthy.  Once  again,  bigger 
meant  purchasing  power.  "Our  disad- 
vantage used  to  be  that  the  coops  could 
get  1%  to  5%  volume  discounts,"  says 
Edwin  Masback  Jr.,  president  of  $600 
million-a-year  Sentry  Hardware. 
"That  may  not  sound  like  much,  but 
in  many  cases  that's  the  independent 
wholesaler's  entire  profit  margin." 

Adopting  the  enemy's  strategy,  in 
fact,  has  kept  traditional  wholesalers 
alive.  "These  guys,  especially  the 


strong  regionals,  are  becoming  more 
powerful  and  more  competitive,"  says 
John  Hammond,  editor  of  Hardware 
Retailing.  Unfortunately,  however, 
most  retailers  have  already  signed 
with  one  of  the  major  groups  or  co- 
operatives. "To  get  new  dealers,  you 
have  to  take  them  away  from  someone 
else,"  says  PRO  Hardware's  Gary  Cos- 
grave.  "That's  the  way  the  game  is 
played  today." 

Everyone  wants  to  get  bigger  at 
once.  To  achieve  greater  economies  of 
scale,  Liberty  Distributors,  for  exam- 
ple, expects  to  increase  its  base  of 
3,000  affiliated  stores  by  500  this  year. 
Sentry  is  now  big  enough  to  take  ad- 
vantage of  national  television  adver- 
tising. It  will  use  that  to  help  woo  new 
dealers  and  fill  gaps  in  various  seg- 
ments of  its  nationwide  4,500-store 
network. 

Coops  are  going  at  it,  too.  Ace  Hard- 
ware, which  reportedly  is  paying  sul- 
try singer  Suzanne  Somers  $700,000  to 
appear  in  its  ads  for  three  years,  is 
moving  farther  into  the  Pacific  North- 
west and  New  England.  Traditionally, 
New  England  has  been  True  Value  and 
American  Hardware  territory.  Ameri- 
can, meanwhile,  is  expanding  into 


Ace's  and  True  Value's  Midwest  and 
Southwest  turf.  Hardware  Wholesal- 
ers Inc.,  big  from  Nebraska  to  Penn- 
sylvania, will  head  into  the  East, 
Florida  and  the  far  West.  And,  since 
wholesalers  and  coops  also  serve  as 
secondary  suppliers — Art  Johnson's 
True  Value  store  is  also  served  by 
Sentry — the  battle  will  be  not  only 
for  new  dealers  but  for  a  bigger  share 
of  a  store's  purchases. 

The  sales  pitches  play  on  two  ma- 
jor points.  Nonprofit  coops  claim 
they  lay  in  the  merchandise  as  cheap- 
ly as  possible.  "Our  average  cost  of 
doing  business  is  7%,"  says  Lawrence 
Zehfuss  of  the  American  Hardware 
coop.  "Wholesalers'  average  costs  are 
21%,  plus  3%  or  4%  profit."  Whole- 
salers point  to  the  value  of  their 
service.  "The  coops'  lowest-cost  ar- 
gument is  a  canard,"  says  Masback. 
"Many  of  the  expenses  have  merely 
been  shifted  to  the  dealer.  Okay,  they 
take  the  salesman  out  of  the  picture, 
but  that  means  the  dealer  has  to 
check  his  stock,  put  the  orders  in  and 
shelve  the  merchandise,  all  of  which 
takes  up  selling  time." 

All  this  fighting  could  spill  over 
into  the  chain  business,  too,  where 
expansion  is  getting  harder  and  hard- 
er. "When  the  growth  of  the  market 
started,"  explains  Stanley  Abramson, 
who  heads  Supermarkets  General's 
32-store  Rickel  Home  Center  divi- 
sion, "everyone  built  in  anticipation 
of  continued  growth.  There  may  be 
an  overcapacity  of  stores,  at  least  for 
now."  Abramson  should  know.  As 
Rickel  added  outlets  and  sales,  its 
margins  slipped  from  6%  in  1978  to 
4%  last  year. 

Grace's  Denny  agrees  that  overall 
growth  has  leveled  off.  But  he  thinks 
the  smarter  chains  will  continue  to 
expand  market  share  while  the  also- 
rans  close  up  shop.  "Instead  of  buying 
Gamble-Skogmo  or  going  into  finan- 
cial services,"  he  explains,  "Wickes 
[which  is  heavily  builder-oriented] 
might  have  been  better  off  to  develop 
its  consumer  business.  Geographic  di- 
versity would  have  helped,  too.  The 
upper  Midwest  is  the  worst  place  to 
be  concentrated  today." 

Even  giant  Sears  is  joining  the  fray. 
K  mart,  for  example,  is  now  stocking 
Stanley  tools,  stiff  competition  for 
Sears'  private  Craftsman  line.  The  cur- 
rent overcapacity  of  hardware  and 
home  center  outlets  also  means  that 
Sears  customers  don't  have  to  drive  all 
the  way  to  the  shopping  center  to  pick 
up  a  screwdriver.  A  study  conducted  for 
the  National  Hardware  Retailing  Asso- 
ciation, in  fact,  projects  that  Sears' 
share  of  the  do-it-yourself  market  will 
shrink  three  points,  to  5.5%,  by  1990. 


 Corporate  nuts  and  bolts  

Chain-owned  home  centers  now  porate  competitors— excluding  gen- 
have  27%  of  the  hardware  market,  eral  retailers  like  Sears,  Ward  and 
but  independents  still  dominate  the  Penney  and  companies  that  cater 
business.  Below  are  the  leading  cor-  primarily  to  building  contractors. 

1981  home  center  sales 


Company  (chain  names)  (millions) 


WR  Grace  (Handy  Dan,  Channel,  Handy  City)  $794 

Evans  Products  (Grossman's,  Moore's,  Lindsley)  756 

Payless  Cashways  479 

Pay  'n  Save  (Ernst)  275 

Edison  Bros  (Handyman)  209 

Interco  (Central  Hardware)  194 

Supermarkets  General  (Rickel  Home  Centers)  180 

Hechinger  1 70 


Source:  National  Retail  Hardware  Association  :  Standard  &  Poor's 
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"All  the  outside  studies  say  that,"  says 
Bob  Fuzak,  Sears'  senior  buyer  for  hand 
tools.  "I  don't  buy  it.  We've  got  a  few 
things  up  our  sleeve  to  keep  the  cus- 
tomers coming  in,  and  we  don't  intend 
to  let  our  business  crumble." 

Some  hardware  marketers  are  think- 
ing about  basic  changes.  With  more 
small  and  multi-unit,  multi-owner 
housing,  Grace,  for  example,  sees  the 
opportunity  for  business  in  home  ener- 
gy and  home  maintenance.  "We  al- 


ready sell  150  products  that  we  can 
install  for  the  customer,"  explains 
Denny. 

One  of  the  home  center  chains'  big- 
gest drawbacks,  of  course,  has  been  a 
lack  of  the  experienced,  personal  ser- 
vice that  local  hardware  stores  can 
provide.  That  service  breeds  customer 
loyalty.  The  chains,  on  the  other  hand, 
can  afford  to  advertise  more — and  they 
don't  have  to  consult  several  thousand 
diverse  coop  members  to  set  funda- 


mental marketing  policy. 

So  the  battle  lines  in  the  hardware 
business  seem  to  be  squarely  drawn. 
It's  price  versus  service.  Through  the 
growth  of  coops  the  little  guys  have 
managed  to  stay  roughly  even  so  far, 
but  whether  that  can  continue  is  a  far 
tougher  question.  Think  about  it  the 
next  time  you  need  a  socket  wrench  or 
some  drill  bits.  Where  you  decide  to 
buy  is  at  least  one  indicator  of  the 
future.  ■ 


Even,  perhaps,  as  you  and  I,  Uncle  Sam 
seems  to  have  caught  the  slow-pay  habit. 


The  check  is 
in  the  mail 


By  Desiree  French 


Ever  hear  of  the  Slow  Pay  Co- 
alition? A  lesser-known  lobby- 
ing group  in  Washington,  its 
mission  is  to  force  the  federal  govern- 
ment to  pay  its  bills  on  time. 

SPC  may  have  succeeded.  This 


month  Congress  is  expected  to  pass, 
and  the  President  to  sign,  legislation 
that  orders  the  government  to  pay  its 
bills  in  30  days,  but  with  a  15-day 
grace  period.  Any  federal  agency  that 
hasn't  paid  by  the  46th  day  has  to  pay 
interest  retroactive  to  the  31st  day, 
with  the  rate  based  on  five-year  Trea- 


Slow  Pay  Coalition  leader  Kenton  Pattie 

Making  a  good  citizen  out  of  the  federal  government. 


sury  notes  (14% -plus  recently). 

Moreover,  Congress  will  not  appro- 
priate money  for  this  interest.  It  has 
to  come  from  agency  funds.  "Show 
me  an  agency  that  has  had  its  budget 
cut  this  year,  and  I'll  show  you  an 
agency  [that]  will  eagerly  comply 
[with  the  legislation],"  says  Kenton 
Pattie,  leader  of  the  coalition. 

That  doesn't  mean  the  Navy  will 
have  to  pay  interest  on  a  $3.5  billion 
aircraft  carrier  if  it  thinks  it  was  over- 
charged. Contracts  under  dispute 
aren't  covered  by  the  45-day  rule. 
And,  of  course,  the  contractor  must 
send  the  bill  to  the  right  office. 

The  check-is-in-the-mail  syndrome 
means  big  money  when  it  comes  to 
Uncle  Sam.  The  General  Accounting 
Office  reported  in  1978  that  the  gov- 
ernment paid  30%  of  its  bills  late.  It 
took  an  average  of  74  days  for  credi- 
tors to  collect  on  that  30%,  and  the 
amount  ran  into  billions  of  dollars. 
Following  up  last  year,  the  GAO 
found  little  improvement.  Result: 
The  Senate  passed  the  pay-on-time 
measure  in  December,  and  in  March 
the  House  approved  it,  396-to-0. 

"In  effect,  the  federal  government  is 
borrowing  up  to  $11  billion  per  year 
from  business  by  not  paying  its  bills 
on  time,"  says  Hilton  Davis,  a  vice 
president  with  the  U.S.  Chamber  of 
Commerce.  "And  since  90%  of  the 
everyday  commercial  products 
bought  by  the  federal  government 
come  from  small  dealers,  distributors 
and  manufacturers,  the  biggest  bur- 
den falls  on  small  businesses." 

Businessmen  began  grumbling  in 
earnest  when  interest  rates  pushed  to 
well  over  18%  in  1980,  a  year  before 
the  Slow  Pay  Coalition  was  founded. 
It's  made  up  of  40  associations,  for  the 
most  part  representing  small  busi- 
nesses— which  are  glad  to  have  the 
measure,  but  are  not  celebrating  yet. 
"It's  all  good  and  well  to  pass  this 
bill, "  says  Irene  Eichner,  part  owner  of 
General  Office  Furniture  Wholesal- 
ers, Inc.,  who  says  it  took  her  over  a 
year  to  collect  $250,000  from  the  gov- 
ernment. "But  you  are  not  dealing 
with  private  industry."  ■ 
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Al  consumer  advertisers  running  at  least 
a  single  page  of  advertising  in  Forbes 
during  1982  qualify  for  free  merchandising  sup- 
port. Just  one  page  entitles  such  advertisers 
tp  run  in  one  of  Forbes'  direct-response,  mer- 
chandising publications,  either  Respond  or  the 
1982  Forbes  Package  of  Gift  Ideas  for  Execu- 
tives. Run  two  or  more  pages  of  consumer 
advertising  and  you  can  appear  in  both  -  at  no 
additional  cost. 

Forbes  Respond  is  a  6V2  x  11-inch  brochure 
which  contains  self-addressed  reply  cards  fea- 
turing consumer  products  or  services,  three 
cards  per  page.  The  brochure  will  be  mailed  in 
October  to  over  120,000  highly  affluent  and 
influential  executives  who  subscribe  to  Forbes. 
Over  20,000  will  be  sent  to  corporate  officers  in 
America's  largest  companies  and  100,000  to 
subscribers  in  the  highest  income  zip  codes  in 
the  country.  Closes  August  31,  1982. 


Forbes 
Special 
Merchandising 
for 

Consumer 
Advertisers 


The  1982  Forbes  Package  of  Gift  Ideas  for 
Executives  is  a  handsome  booklet,  measuring 
8%  x  11  inches,  containing  holiday  gift  adver- 
tisements printed  on  glossy  stock.  This  beauti- 
fully-produced booklet  will  be  mailed  in  late 
October  to  a  select  audience  of  top  executives 
such  as  presidents,  chairmen,  directors  and 
vice  presidents  in  America's  largest  compa- 
nies. Closes  September  3,  1982. 

Both  the  Respond  brochure  and  the  Pack- 
age of  Gift  Ideas  offer  you  an  outstanding 
opportunity  to  stretch  your  advertising  budget. 
These  free  direct  mail  publications  combine 
with  your  advertising  campaign  in  Forbes 
Magazine  to  provide  a  total  marketing  pack- 
age that  can  dramatically  add  impact  to  your 
consumer  product  or  service  sales  messages. 


For  more  information  on  how  you  can  get  more  out  of  your  advertising  dollar  with 
Forbes'  free  merchandising  support,  contact  your  local  Forbes  Representative 
or  call  Stephen  G.  Nicoll,  Director  of  Advertising  at  (212)  620-2228. 


Forbes 

Capitalist  Tool 


Junel. 
Eastern  becomes 
an  airline  for  all  the 
Americas. 


On  June  1,  Eastern  will  spread  its  wings 
across  South  America. 

That's  when  we  take  over  most  of  the 
South  American  routes  now  flown  by  Braniff.* 
And  honor  the  tickets  and  reservations  now 
held  by  Braniff  customers.  (Flight  schedules 
may  vary. ) 

During  May,  Braniff  will  continue  to 
operate  these  routes  while  Eastern  works 
closely  with  them.  So  anyone  making  travel 
plans  during  this  transition  period  can  do  so 
with  complete  confidence. 

When  Eastern  begins  its  service  on  June  1, 
we'll  fly  to  Panama  City,  Panama;  Bogota, 
Cali  and  Barranquilla,  Colombia;  Quito  and 
Guayaquil,  Ecuador;  Lima,  Peru;  Santiago, 
Chile;  Buenos  Aires,  Argentina;  La  Paz, 
Bolivia;  Asuncion,  Paraguay.  Ten  new 
destinations  in  eight  countries. 

We'll  serve  South  America  from  three 
gateways:  Miami,  New  York,  New 
Orleans.  We'll  offer  through  service 
to  many  of  our  new  South 
\     American  destinations  from 

f  Washington,  D.C. ,  Houston,  and 
J  Los  Angeles.  And  convenient 
Eastern  connections  will  be  available 
from  the  rest  of  the  U.S. 

For  the  past  three  years,  more 
passengers  have  flown  Eastern  than  any  other 
airline  in  the  free  world.  Now  America's 
favorite  way  to  fly  can  take  you  to  127  cities  in 
22  countries,  including  more  of  the  Americas 
than  ever  before. 

Call  your  Travel  Agent  or  Eastern 
Airlines  for  details. 
*Suhject  to  local  government  approval. 
©1982  Eastern  Air  Lines,  Inc. 


America's  favorite  way  to  fly. 


Faces 

Behind  The  Figures 


Edited  by  Barbara  Ettorre 

Driving  tests 

"We  don 't  have  patents  or  secrets  in  our 
industry.  We  have  short-term  market- 
ing strategies.  But  they  get  announced, 
and  then  they're  public  domain." 

The  industry  under  discussion  here 
is  the  car  rental  business.  The  speaker 
is  Joseph  Vittoria,  46,  newly  installed 
executive  vice  president  for  sales  and 
marketing  of  Avis  Rent  A  Car  System, 
Inc.,  a  subsidiary  of  Norton  Simon 
Inc.  Vittoria  has  no  hesitancy  about 
saying  just  how  he  plans  to  make  life 
tougher  for  archrival  Hertz  Corp.,  a 
subsidiary  of  RCA.  Trying  harder  ev- 
erywhere, Vittoria  will  try  especially 
harder  overseas. 

"Look  historically  at  Hertz,"  Vit- 
toria says.  "It  never  really  gave  Europe 
any  attention.  As  a  result,  Avis  is  big- 
ger than  Hertz  in  Europe."  Indeed. 
Avis  has  some  36%  of  the  European 
business,  compared  with  28%  for 
Hertz.  In  the  U.S.  their  positions  are 
reversed — 40%  for  Hertz  to  Avis'  26% . 

Vittoria  is  understandably  confi- 
dent about  his  ability  to  anticipate 
Hertz'  every  move.  Until  last  month 
he  worked  there — hired  on  after  al- 
most 12  years  at  Avis  in  1977,  rising 
to  president  and  CEO  in  June  1980, 
only  to  be  eased  sideways  and  down  to 


vice  chairman  seven  months  later. 

Vittoria  likes  the  record  he  made  for 
Hertz  in  Europe  as  vice  chairman.  "In 
the  year  I  oversaw  international,"  he 
says,  "Europe  jumped  by  about  50% 
in  pretax  profits."  He  thinks  he  can 
get  that  back  for  Avis.  "Olson,"  he 
says,  "tends  to  minimize  Europe." 

"Olson,"  of  course,  is  Frank  Olson, 
back  at  Hertz  as  CEO  since  February 
in  addition  to  regular  corporate  duty 
as  an  executive  vice  president  of 
RCA.  It  was  Olson  who  had  moved 
Vittoria  down  at  Hertz.  He  professes 
no  deep  anxiety  about  all  this  back 
and  forth  in  the  drivers'  seats.  "If  we 
can  do  100%  of  the  business,"  Olson 
says,  "we  will  do  100%  of  all  the 
business." — Jon  Schriber 

Pros  and  cons 

When  Ira  Distenfield,  a  vice  president 
at  Smith  Barney,  Harris  Upham  & 
Co.,  moves  to  a  new  town — and  he 
has  moved  three  times  in  the  past  ten 
years — he  has  some  unusual  priori- 
ties. Says  Distenfield,  "First  I  find  a 
house,  then  a  prison."  Since  1969  Dis- 
tenfield, 35,  who  now  manages  Smith 
Barney's  Beverly  Hills  office,  has 
spent  many  hours  and  over  $50,000  of 
his  money  teaching  a  basic  stock  mar- 
ket investment  course  to  prisoners. 
To  run  his  latest  classroom,  in  San 
Quentin  (he  helicopters),  Distenfield 
was  required  to  sign  a  letter  absolving 
the  state  from  responsibility  should 
he  become  a  hostage. 

Distenfield,  who  took  an  M.A.  in 
criminology  from  Michigan  State  Uni- 
versity, was  a  young  stockbroker  in 
Chicago  in  1969  when  he  met  Peter 


Stockbroker  Distenfield 
Doing  time,  profitably. 


Olson  of  Hertz  (left)  and  Vittoria  of  Avis 
No  secrets,  but  maybe  some  surprises. 


Bensinger,  a  former  executive  at 
Brunswick  Corp.  and  the  newly  ap- 
pointed head  of  the  Illinois  Depart- 
ment of  Corrections.  With  Bensinger's 
support,  he  taught  his  first  courses  in 
Illinois  prisons.  While  many  people, 
especially  Smith  Barney  colleagues, 
find  his  charitable  activity  odd,  that 
hasn't  deterred  Distenfield. 

In  his  weekly  course,  inmates  are 
given  $10,000  in  play  money  to  invest 
in  model  portfolios,  concentrating  on 
the  influence  current  events  have  on 
stock  prices.  Sometimes  inmates 
compete  for  real  money  prizes — up  to 
$500 —  most  of  which  come  out  of 
Distenfield's  pocket. 

Distenfield  often  presents  guest 
speakers  in  his  seminars,  everyone 
from  Hugh  Hefner  and  Knight-Ridder 
President  Alvah  Chapman  to  Jane 
Fonda  and  Maureen  Reagan.  These 
are  not  "kiss-and-run"  appearances. 
Distenfield  encourages  inmates  to 
contact  his  speakers  after  parole.  He 
estimates  at  least  50  former  prisoners 
have  found  jobs  in  this  way,  and  some 
of  them  now  invest  with  him  at 
Smith  Barney. — Roger  Neal 

Green  thumb  in  Detroit 

Depressed  Detroit,  enduring  one  of 
the  highest  unemployment  rates  in 
the  nation,  isn't  a  likely  place  to  find  a 
fast-growing  business.  But  that's  what 
Frank's  Nursery  &.  Crafts  has  become 
by  helping  home  gardeners  with  their 
own  growth  problems. 

"People  who  are  out  of  work  like 
puttering  around  their  gardens,"  says 
I.  William  Sherr,  president  of  Frank's, 
the  country's  biggest  (sales,  $133  mil- 
lion) garden  center  chain,  with  88  out- 
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Sherr  of  Frank's  Nursery  &  Crafts 
How  does  his  garden  grow? 

lets,  most  of  them  in  the  economical- 
ly troubled  Midwest.  "What  in  life 
can  you  enjoy  more  than  planting  a 
tomato  plant  and  seeing  it  come  up?" 

Sherr  says  he  can  buck  the  economy 
because  his  typical  sale  is  under  $10, 
an  affordable  amount.  Sales  have 
grown  at  an  average  annual  rate  of 
16%  over  the  last  five  years,  with 
earnings  climbing  11%.  Sherr's  niche 
is  the  medium-priced  business  be- 
tween the  pricey  specialty  stores  on 
one  end  and  the  inexpensive — but 
thinly  supplied — discount  chains  on 
the  other.  Sherr  avoids  a  slack  winter 
by  selling  Christmas  ornaments  and 
trees.  "I'm  not  saying  someone's  go- 
ing to  spend  his  last  dollar  on  a 
wreath,  but  no  one's  going  to  totally 
give  up  Christmas,"  says  Sherr, 
whose  father  and  cousin  started  the 
business  in  1949  by  selling  Easter 
plants  in  their  Detroit  fruit  store. 

Frank's  has  been  trying  to  reduce  its 
dependence  on  its  home  state.  Sales 
from  Michigan  are  down,  from  61% 
five  years  ago  to  43%  today.  Sherr's 
strategy  has  been  energetic  expan- 
sion, opening  eight  stores  last  year 
and  scheduling  eight  this  year,  but  the 
balance  sheet  has  suffered.  Interest 
expense  has  almost  doubled  since 
1979,  and  long-term  debt  is  over  50% 
of  capital.  The  company  may  have 
been  too  optimistic:  The  first-quarter 
loss  was  60%  greater  than  last  year's. 

Nevertheless,  Sherr  says  he  will 
persevere.  Some  55%  of  Frank's  stock 
is  held  by  insiders  now  looking  to  sell 
out,  and  last  September  Morgan  Stan- 
ley was  hired  "to  explore  options." 
The  move  drove  Frank's  stock  price  to 
an  alltime  high  of  22  on  the  American 


Stock  Exchange.  (It's  now  around 
13%. )  Meanwhile,  Sherr  wants  slow 
and  steady  expansion.  "We  don't 
want  to  flit  around  all  over,"  he 
says. — Barbara  Rudolph 

Handy  man 

Ten  years  ago  Art  Bartlett  founded 
Century  21,  the  real  estate  franchise 
company  that  he  sold  seven  years  lat- 
er to  Trans  World  Corp.  for  a  tidy  $90 
million.  Now  Bartlett,  48,  is  out  to 
strike  it  rich  again. 

This  time  he  is  in  residential  and 
commercial  remodeling,  which,  he 
points  out,  is  big  business  these 
days — $40  billion  last  year.  Nine 
months  ago,  with  $100,000  in  equity 
capital,  he  started  Mr.  Build  Interna- 
tional, a  franchising  operation  based 
in  Santa  Ana,  Calif.  The  idea  is  sim- 
ple: For  $7,900  and  6%  of  ongoing 
revenues,  a  general  contractor  can 
buy  a  franchise.  In  return,  the  contrac- 
tor receives  national  television  adver- 
tising and  marketing  support,  on-the- 
job  insurance  packages,  discounts  on 
supplies  and  that  all-important  factor: 
a  performance  bond,  an  insurance 
policy  for  customers  that  guarantees 
the  work  will  be  completed  to  con- 
tract specifications.  Few  small  gener- 
al contractors  have  access  to  all  these 
advantages.  Thus  far,  Bartlett  has  sold 
225  franchises  in  ten  operating  re- 
gions in  five  states. 

With  the  housing  and  construction 
industries  at  their  lowest  levels  since 
1946,  is  this  the  right  time  for  getting 
into  the  remodeling  business?  Says 
Bartlett:  "With  the  housing  industry 
the  way  it  is  today,  you're  going  to  see 


more  and  more  builders  either 
switching  to  the  remodeling  business 
or  adding  that  capability." 

Bartlett  says  his  likeliest  prospects 
are  general  remodeling  contractors 
who  have  been  in  business  for  some 
time.  He  approaches  potential 
franchisees  mainly  through  direct 
contact.  Once  a  contractor  is  interest- 
ed, Mr.  Build — staffed  by  six  former 
Century  21  executives  among  its  70 
employees — checks  them  out.  Be- 
cause the  remodeling  industry  is 
known  for  lax  quality  control  and  in- 
consistent state  licensing  practices, 
Bartlett  puts  each  franchisee  on  pro- 
bation for  two  years,  retaining  the 
right  to  drop  it  during  that  period. 
"Mr.  Build  is  in  an  area  where  you 
have  a  terrible  consumer  image,"  he 
says,  "so  there  really  is  a  need  for 
this." 

Bartlett  aims  for  a  company  the  size 
of  Century  21,  which  had  grown  to 
around  7,500  franchises.  He  hopes  for 
1,000  Mr.  Build  operations  by  the  end 
of  this  year  alone.  "It's  easier  this 
time,"  he  says  matter-of-factly. 
"We've  got  money  and  we've  done  it 
before." — Ellen  Paris 

Texas  panache 

Texas  retailers  like  to  feature  splashy 
catalog  items.  Robert  Sakowitz,  for 
example,  has  offered  a  $27  million 
Boeing  747,  a  $1 18  million  bathtubful 
of  diamonds  and — a  steal  at  $1  mil- 
lion— a  45 -minute  fireworks  display 
with  narration  by  George  Plimpton 
and  original  symphonic  music. 

His  latest  gimmick  is  a  little  differ- 
ent. Last  month  Sakowitz,  Inc.,  his 


Mr.  Build's  Art  Bartlett 
He's  at  it  again. 
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Sakowitz  Inc.  's  Robert  Sakowitz 

This  time  the  gimmick  is  a  little  different. 


18-store  Texas  retail  chain  began  of- 
fering cut-rate  long-distance  phone 
service  through  its  charge  accounts. 
The  supplier  is  U.S.  Tel,  a  Dallas- 
based  MCI  clone.  His  stores  will  get  a 
small  commission  on  the  $2.5  million 
to  $6  million  volume  U.S.  Tel  hopes 
to  do  the  first  year.  That's  hardly 
princely,  but  that's  not  the  point,  says 
Sakowitz.  An  astute  retailer  should 
get  involved  with  communications 
technology,  he  says,  to  prepare  for  the 
age  of  two-way  cable.  Someday, 
Sakowitz  says,  "we  could  be  in  the 
order  fulfillment  business  as  well  as 
the  department  store  business — 'a 
store  without  walls.'  " 

Sakowitz'  great-grandfather  started 
out  selling  work  pants  to  merchant 
seamen  in  Galveston  before  the  turn 
of  the  century,  but  today  Sakowitz 
caters  to  the  carriage  trade.  Solely 
owned  by  Robert  Sakowitz,  his  sister 
(socialite  wife  of  Coastal  Corp.  Chair- 
man Oscar  Wyatt)  and  his  mother,  the 
company  will  do  an  estimated  $100 
million  in  sales  this  year  out  of  18 
outlets,  ranging  from  department 
stores  to  hotel  lobby  boutiques. 

The  carefully  groomed,  43-year-old 
Sakowitz  cultivates  the  carnage-trade 
image.  His  biographical  sketch  duly 
notes  his  Harvard  degree,  his  French 
decoration,  "Chevalier  de  l'Ordre  Na- 
tionale  de  la  Merite,"  and  his  election 
to  the  International  Best  Dressed  Hall 
of  Fame  in  1975 — along  with  Prince 
Philip  and  Yves  St.  Laurent,  he  adds. 
Upwardly  mobile  snobbery  may  sell 
in  moneyed  Scottsdale,  Ariz.,  Hous- 
ton or  Dallas,  but  how  does  it  work  in 
Sakowitz  stores  in  such  down-to- 


earth  places  as  Midland,  Tex.?  Appar- 
ently, all  right:  Sakowitz  has  plans  to 
move  to  Tulsa  in  spring  1984  and  ulti- 
mately, he  says,  north  to  Denver  and 
east  to  Atlanta. — Toni  Mack 


Privately  speaking 

Barely  two  months  before  he  was  to 
become  CEO  of  Penn  Central  Corp. 
(whose  turnaround  and  stockholder 
battles  have  created  a  steady  stream  of 
headlines),  Richard  Voell  resigned  as 
president  and  chief  operating  officer 
to  enter  the  equivalent  of  a  corporate 
monastery:  the  very  privately  held 
Rockefeller  Center,  Inc.  Not  that  RCI 
operates  totally  behind  the  scenes.  It 
is,  after  all,  the  sizable  (an  estimated 
$1  billion  in  revenues,  $3  billion  in 
assets)  company  owned  by  trusts  of 
the  descendants  of  John  D.  Rockefel- 
ler. And  among  its  real  estate,  con- 
struction, oil  and  gas  exploration  and 
entertainment  (Radio  City  Music 
Hall)  interests,  it  manages  and  owns 
more  than  15  million  square  feet  of 
office  and  retail  space  in  19  buildings 
at  Rockefeller  Center. 

The  new  president  of  RCI  main- 
tains he  expects  as  much  excitement 
in  his  new  post  as  he  had  at  Penn 
Central.  "There  are  as  many  psychic 
kicks  here  as  in  a  public  company," 
he  says,  tanned  and  chipper  after  a 
vacation  at  St.  Bart,  St.  Martin  and 
other  islands  in  the  West  Indies. 

Voell's  appointment  follows  RCI's 
announcement  in  February  that  it 
might  refinance  or  sell  a  part  interest 
in  Rockefeller  Center,  ostensibly  as  a 
hedge  against  declining  urban  real  es- 


Faces 

Behind  the  Figures 


tate  values.  Voell,  48,  noted  that  his 
experience  at  Penn  Central — which 
sold  off  ground  leases  on  the  east  side 
of  Park  Avenue  among  other  hold- 
ings— makes  him  far  from  a  novice  in 
real  estate  management. 

Voell  says  that  he  and  DR — as  Da- 
vid Rockefeller  is  known — talk  fre- 
quently and  see  each  other  several 
times  a  week.  He  first  met  Rockefel- 
ler when  Voell  was  deputy  vice  chair- 
man at  Beatrice  Foods  and  Rockefeller 
was  chairman  of  Chase  Manhattan. 
They  developed  a  stronger  relation- 
ship when  Voell  moved  to  Penn  Cen- 
tral and  Chase  became  one  of  the 
company's  banks. 

Even  though  Penn  Central-watch- 
ers say  that  Voell  did  a  lot  of  the 
legwork  in  the  company's  restructur- 
ing, while  Penn  Central  Chairman 
Richard  Dicker  got  the  credit,  Voell 
won't  discuss  his  relationship  with 
Dicker.  He  also  won't  comment  on 
his  remuneration — more  than  the 
$300,000  salary  and  $250,000  bonus 
he  received  in  1981.  "A  private  corpo- 
ration offers  a  unique  opportunity  to 
structure  a  creative  remuneration 
package,"  he  says  drily,  "but  compen- 
sation was  not  the  reason  I  came 
here."— B.E. 


Rockefeller  Center,  Inc.  's  Voell 
No  loss  of  "psychic  kicks." 
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Money  man  Andy  Russell 

Meantime,  he  had  this  other  game  plan. 


Out  of  obscurity, 
into  the  job  market? 

In  a  few  weeks  the  Federal  Reserve 
Board  will  change  the  way  it  reports 
on  the  money  supply.  Instead  of  re- 
leasing weekly  figures  every  Friday, 
the  Fed  will  release  a  four-week  mov- 
ing average.  In  this  average  of  four 
consecutive  weekly  numbers,  the  old- 
est figure  is  dropped  as  the  newest 
data  are  included.  That  should  be  far 
less  volatile — and  generate  much  less 
bond  and  stock  market  attention. 

But  someone  has  to  do  the  number 
crunching.  Enter  Stephen  Axilrod,  the 
Fed's  staff  director  for  monetary  and 
financial  policy.  He  doesn't  actually 
add  up  figures;  he  implements  the 
change — something  far  more  complex 
than  it  sounds.  Axilrod  is  worrying, 
for  example,  about  relating  the  new 
number  to  seasonally  adjusted 
monthly  data  that  the  Fed  already  re- 
leases. "If  one  change  is  several  per- 
centage points  different  from  the  oth- 
er over  the  same  period,  we  could  look 
pretty  silly,"  he  says. 

Making  sure  that  doesn't  happen 
has  kept  Axilrod  busy  for  30  years  at 
the  Fed.  He  came  to  Washington  with 
a  doctorate  from  the  University  of 
Chicago.  A  "closet"  monetarist — 
"I'm  an  eclectic" — he  nurtured  his 
early  career  as  a  regular  tennis  partner 
of  former  Chairman  William 
McChesney  Martin,  who  liked  to 
challenge  younger  staffers  on  the 
board's  private  court.  Axilrod  is  one  of 
Washington's  most  powerful  bureau- 
crats. Much  of  his  clout  stems  from 


Federal  Reserve  Board's  Axilrod 


Up  against  the  number  crunch. 


compiling  for  the  Fed's  policy-making 
officials  what  insiders  call  the  Blue 
Book,  a  supersecret  list  of  policy  alter- 
natives and  their  projected  impact.  "I 
tell  the  Board  and  the  Federal  Open 
Market  Committee  options  for  keep- 
ing monetary  growth  on  prescribed 
targets  and  outline  consequences," 
says  Axilrod  matter-of-factly. 

Axilrod  has  a  reputation  for  aloof- 
ness. Even  within  the  Fed  he  was  not 
quick  to  return  phone  calls — except 
to  Chairman  Paul  Volcker.  But  Axil- 
rod seems  intent  on  polishing  his  im- 
age. He's  55  and  can  retire  on  full 
pension.  Friends  think  he  would  like 
to  cap  his  career  as  a  six-figure  "advis- 
er" to  a  bank  or  brokerage  firm — and 
it's  hard  to  get  hired  if  no  one  knows 
who  you  are. — Ben  Weberman 


Triple  threat 

Andy  Russell,  nine-time  All-Pro  line- 
backer for  the  Pittsburgh  Steelers,  has 
made  the  transition  from  Sunday's 
hero  (he  left  the  game  after  the  1976 
season)  to  triple-threat  money  man 
with  seemingly  effortless  ease. 
Through  three  Pittsburgh-based  com- 
panies he  has  founded,  he  is  in  action 
selling  energy  and  real  estate  tax  shel- 
ters, doing  a  bit  of  drilling  and  under- 
writing municipal  bonds. 

His  underwriting  firm,  Russell,  Rea 
&  Zappala,  Inc.  (formed  by  Russell  in 
1977  with  Donald  Rea,  a  specialist  in 
public  finance,  and  Charles  Zappala, 
an  attorney  in  municipal  law),  does 
traditional  municipal  financing  and 
specializes  in  small  hydropower 
plants  and  projects  converting  solid 


waste  to  energy.  In  some  cases  the 
firm  sells  the  bonds  and  retains  an 
equity  position  in  the  project. 

Russell,  40,  had  formed  his  game 
plan  for  a  business  career  while  still 
an  active  player.  In  1970,  armed  with 
an  M.B.A.  he  had  earned  from  the 
University  of  Missouri  during  several 
off  seasons,  he  formed  Russell  Invest- 
ments, Inc.,  a  licensed  broker  that  put 
together  tax  shelter  syndicates  in  oil, 
gas,  coal  and  real  estate,  mostly  for 
doctors  and  dentists.  Now  the  major- 
ity of  his  deals  are  big  enough  for 
Russell  to  take  to  institutions.  In 
1976  he  decided  he  could  control  the 
costs  better  on  some  of  his  energy 
deals  if  he  did  his  own  drilling.  Hence 
his  formation  of  Three  Rivers  Energy 
Resources,  which  has  participated  in 
almost  75  wells  so  far  and  has  fre- 
quently acted  as  driller  for  Russell 
Investments. 

"When  I  was  playing  ball,  I  would 
have  business  meetings  at  7  a.m., 
throw  on  an  old  leather  jacket  and  go 
to  practice,"  Russell  says.  "The 
coaches  thought  I  just  got  up."  As  he 
heads  to  a  downtown  athletic  club  to 
trade  in  his  faultlessly  tailored  pin- 
striped suit  for  a  jogging  outfit,  he 
adds,  "I  played  pro  ball  for  14  years, 
and  that's  enough.  I  don't  miss  it  per 
se,  but  maybe  it's  because  I  am  having 
such  a  good  time  now."  In  the  days 
before  million-dollar  jocks,  the  Steel- 
ers paid  Russell  just  over  $100,000  a 
year,  plus  bonuses.  Last  year,  Russell 
says,  he  earned  "more  money  than  I 
ever  dreamed  of  when  I  was  playing 
ball." — Stanley  W.  Angrist 
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There  remains  one  thing  at  which  the  English  still  excel  and 
without  which  no  well-attired  businessman  should  be — the  be- 
spoke suit.  Beware:  Its  cost  bespeaks  deep  pockets. 


Executive  suit 


By  Lawrence  Hinard 

It  has  grown  a  bit  tacky  over  the 
decades.  A  monstrous  car  park/of- 
fice complex  encroaches  on  one 
end,  a  police  station  toward  the  other. 
A  travel  agency  and  (shudder)  a  few  off- 
the-rack  clothing  stores  have  managed 
to  worm  their  way  in.  Yet  despite  such 
signs  of  20th-century  decadence,  Lon- 
don's Savile  Row  remains  the  world's 
epicenter  of  bespoke  (that  is,  "spoken 
for"  or  made-to-measure)  tailoring,  a 
mecca  for  the  businessman  (or  wom- 
an) with  the  time  and  money  to  pro- 
cure a  fine  handmade  suit. 

Savile  Row  is  no  place  for  the  penu- 
rious. At  H.  Huntsman  &.  Sons,  the 
Row's  priciest  tailor,  two-piece  suits 
start  at  $1,200.  A  few  doors  down,  at 
Number  15,  highly  regarded  Henry 
Poole  &  Co.  (whose  founder's  son,  the 
flamboyant  Henry  Poole,  was  the  first 
tailor  to  move,  in  1828,  onto  what 
was  then  a  residential  block  for  Lon- 
don's top  surgeons),  prices  start  at 
$810.  Even  Norman  Glazer,  propri- 
etor of  little  Norman  of  Savile  Row, 
charges  $657  and  up. 

But  Savile  Row's  customers  (prob- 
ably half  of  whom  are  Americans)  say 
the  merchandise  is  worth  the  price.  "I 
still  wear  a  suit  Norman  [Glazer) 
made  for  me  over  ten  years  ago,"  says 
R.  Andrew  Arthur,  an  international 
corporate  lawyer  with  New  York's 


Gottesman,  Jones  &  Partners.  "I'm 
convinced  that  on  a  per-year  basis, 
[bespoke  suits]  are  more  cost-effective 
than  buying  off-the-rack." 

The  tailors  argue  that  Savile  Row 
suits  aren't  all  that  expensive,  espe- 
cially for  Americans,  whose  salaries 
have  climbed  far  more  than  London 
tailors'  wages.  "For  many,  many 
years,"  says  Henry  Poole  &  Co.'s  ge- 
nial managing  director,  Angus  Cun- 
dey,  a  descendant  of  the  original  Hen- 
ry Poole,  "the  rule  has  been  that  a  suit 
should  cost  one  week's  wages."  By 
that  standard,  a  New  York  sanitation 
man  with  big  overtime  might  afford 
Henry  Poole  &  Co.'s  work. 

In  choosing  a  Savile  Row  tailor,  first 
check  with  your  well-dressed  friends; 
most  of  the  Row's  first-time  buyers 
come  recommended.  If  you  have  defi- 
nite styling  tastes,  you  may  want  to 
patronize  a  house  known  for  your 
preference.  Anderson  &  Sheppard,  for 
example,  is  recognized  for  its  soft- 
styled  garments,  while  H.  Huntsman 
and  Kilgour,  French  &  Stanbury  are 
noted  for  more  shaped,  "built"  styles. 

Don't  worry  about  snooty  service 
when  making  inquiries.  Almost  with- 
out exception,  Savile  Row  tailors  are 
the  quintessence  of  civility.  (The  only 
exception  we  found  was  a  top  shirt- 
maker,  Bowring  Arundel  &  Co., 
whose  staff  brusquely  told  a  reporter 
they  would  see  him  "when  it's  conve- 


Personal 
Affairs 


Edited  by  William  G.  Flanagan 

nient — for  us.")  "A  golden  rule 
around  here,"  says  H.  Huntsman's 
courtly  managing  director,  Colim 
Hammick,  "is  that  we  never  criticize 
another  tailor's  work." 

Producing  a  bespoke  garment  is  a 
time-consuming  affair  for  tailor  and 
customer  alike,  especially  for  the 
first-time  buyer.  But  bespoke  tailors 
will  try  to  make  accommodations  for 
your  schedule. 

Still,  in  most  cases,  plan  on  devot- 
ing anywhere  from  two  to  five  hours 
of  your  time,  stretched  over  a  work 
week.  And  that's  only  for  the  fittings. 
It  will  probably  take  at  least  two  more 
weeks  (and  often  two  months)  to  com- 
plete the  garment  itself. 

Whichever  tailor  you  choose,  the 
process  is  basically  the  same.  On  your 
initial  visit  you  meet  your  salesman 
and  cutter,  with  whom  you  select  (of- 
ten from  literally  thousands  of  sam- 
ples) your  fabric  and  decide  upon  the 
style  you  want.  The  cutter  then  takes 
your  measurements,  which  he  trans- 
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The  tailors'  view  along  Savile  Row 

"A  good  suit  is  Wee  silk  underwear  .  .  .  good/or  the  soul. 
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If  you  pride  yourself  on  running 
an  efficient  company,  you  should  pride  yourself 
on  running  an  efficient  company  car. 


ring  a  Mercedes-Benz  300  SD  Turbodiesel  Sedan  into  the  firm.  It  is  both  a  waste-hating 
iiesel  and  a  turbocharged  diesel  of  vivid  performance.  It  affords  presidential  comfort, 
minus  limousine  bulk.  And  its  record  of  retained  value  is  music  to  a  Treasurer's  ears. 


Does  your  space-age  company 
still  run  a  car  whose  thinking 
ates  from  the  tailfin  era? 

The  fact  is  that  inefficient  oper- 
tion,  excessive  size  and  savage 
epreciation  need  not  define  to- 
ay's  corporate  flagship.  The 
30  SD  Turbodiesel  fuses  1980s 
?chnology  with  Mercedes-Benz 
itionality  to  create  an  infinitely 
mer  equation. 

No  elephantine  excesses 

Five  adults  will  find  them- 
?lves  extremely  well  cared  for 
:>oard  the  300 SD.  Its  interior  is 
most  109  cu.  ft.  worth  of  first- 
ass  repose,  fitted  with  only  first- 
ass  amenities.  The  15.16-cu.  ft. 
unk  seems  almost  oversized. 

Yet  so  disciplined  is  its  design 
lat  the  car  is  only  202.6  inches 
>ng,  with  a  39-ft.  turning  circle, 
t 3780  lbs.,  it  is  neither  over- 
weight nor  underweight  but 
hletically  trim.  (Its  welded  unit 
□dy  makes  use  of  esoteric  high- 
rength,  lightweight  steels.) 

Such  basic  efficiencies  permit 
le  efficiency  of  a  diesel  engine 
fily  three  liters  in  size.  It  is  not  a 
onderous  V-8  but  an  in-line  five- 
id  such  a  light  drinker  that  a  fuel 
)st  of  about  $397  per  annum  is 
Dnceivable,  based  on  10,000 
tiles'  driving,  current  average 
lesel  fuel  prices  of  $1.31  per  gal- 
n,  and  a  33  mpg  EPA  highway 
iiileage  figure*  (City  mpg (2^ EPA.) 

Imagine:  a  corporate  car  you 
in  fuel  for  a  year  at  about  the  cost 


ficiency  meets  efficiency:  The 
ercedes-Benz  300SD  Turbodiesel 
'dan  and  the  advanced  twin-turbine 
•ar  Fan  business  aircraft. 


of  a  one-way  New  York  to  Phoenix 
First  Class  airline  fare. 

So  sanguine  is  Mercedes-Benz 
about  its  reliability  that  the  300  SD 
comes  with  a  warranty  of  36 
months  or  36,000  miles** 

This  dogged,  frugal  diesel  is 
meanwhile  the  most  powerful  such 
engine  yet  placed  in  a  production 
automobile. 

Old  images  of  "diesel  lag"  are 
obliterated  in  a  turbinelike  rush  of 
energy  and  brisk  acceleration, 
generated  by  a  built-in  turbo- 
charger.  (If  you  miss  an  appoint- 
ment or  a  plane,  you  can't  blame 
your  300  SD.) 

Not  for  boulevards  only 

If  the  300 SD  doesn't  perform 
like  the  usual  diesel,  neither  does 
it  handle  like  the  usual  limousine 
in  the  clutch. 

Mercedes-Benz,  refreshingly, 
assumes  that  even  company  presi- 
dents must  sometimes  face 
switchback  curves,  slippery  spots 
and  potholes.  The  300 SD  is  girded 
for  such  adversity:  its  fully  inde- 
pendent suspension,  zero-offset 
steering  and  forged  light-alloy 
wheels  may  be  less  showy  than 
opera  windows  or  carriage  lamps. 
But  more  useful,  more  often. 

There  is  no  real  need  for  a  com- 
pany driver  to  pilot  the  300 SD.  Its 
acute  precision  of  response  makes 
it  deeply  pleasurable  to  drive, 
across  town  or  across  country.  A 
"driver's  car"  defined.  For  in- 
stance, note  that  its  crisp  four- 
speed  automatic  gearbox  can  also 
be  shifted  by  hand. 

120  safety  features 

Passengers  are  hardly  ignored. 
Twin  reading  lamps  are  recessed 


in  the  rear  of  the  cabin.  There  is 
even  a  separate  ventilation  console 
to  serve  the  rear-seat  occupants. 
The  complement  of  standard  fea- 
tures includes  electronic  cruise 
control,  electric  window  lifts  and 
front-seat  adjustment,  AM/FM 
stereo  radio/cassette  player  with 
four  speakers,  and  trimming  in 
genuine  hand-finished  woods. 
No  fewer  than  120  individual 
safety  features  are  also  standard. 

The  300SD's  history  of  value 
retention  outstrips  that  of  any 
luxury  sedan  extant.  In  fact,  the 
February  1982  N.A.D.A.  Official 
Used  Car  Guide  discloses  an  aver- 
age retained  value  for  the  300  SD, 
over  the  past  three  years,  of 
88  percent.  This  helps  place  its 
$37, 000 f  price  in  proper 
perspective. 

A  persuasive  statement 

There  is  one  final  argument  for 
bringing  a  Mercedes-Benz  300  SD 
Turbodiesel  Sedan  into  the  firm. 
While  efficiently  serving  the  firm, 
it  serves  also  as  a  fine  advertise- 
ment-identifying your  company 
as  progressive-minded,  and  sensi- 
ble, and  shrewd.  What  limousine 
has  ever  made  a  statement  quite 
like  that? 

*EPA  estimate  for  comparison  purposes.  The 
mileage  you  get  may  vary  with  trip  length, 
speed  and  weather.  **  This  is  of  course  a 
limited  warranty;  you  should  consult  your 
authorized  Mercedes-Benz  dealer  for  full 
details.  +  Approximate  suggested  advertised 
delivered  price  at  port  of  entry. 

>  [982  Mercedes-Benz  N  .A  ,  Inc.,  Moritvale,  N  ). 


Engineered  like  no  other 
car  in  the  world 
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lates  (after  you're  gone)  into  a  paper 
pattern  and  then  into  the  so-called 
baste  fitting.  Allow  at  least  one  hour 
for  this  initial  encounter. 

Within  a  few  days,  you  return  for 
your  baste  fitting.  If  anything  is 
amiss,  the  cutter  revises  his  paper  pat- 
tern and  produces  a  second  baste,  and 
you  will  have  to  return  again. 

Once  the  baste  is  acceptable,  the 
tailors  begin  crafting  the  garment's 
"forward"  stage.  One  of  the  most 
important  parts  of  this  stage  is  the 
padding  that  goes  into  the  collar,  la- 
pels and  chest.  Padding  is  the  term 
for  the  thousands  of  tiny,  unseen 
stitches  a  bespoke  tailor  laboriously 
works  into  the  garment's  innards.  It 
is  what  gives  a  bespoke  suit  shape, 
bounce  and  resilience. 

Grab  a  bespoke  suit's  lapels  and 
crumple  them  hard.  Presto!  They 
spring  back  to  life.  That's  padding.  It 
is  one  of  the  things  cheaper  tailors  cut 
comers  on.  Says  Huntsman's  Ham- 
mick:  "There  are  now  fantastic  ma- 
chines that  can  do  very  good  padding 
in  three  or  four  minutes.  For  us  it 
takes  a  girl  three  or  four  hours.  Why 
do  we  use  girls?  Because  we  believe 
machines  are  good,  but  not  as  good  as 
girls'  hands." 

Don't  accuse  Hammick  of  building 
obscene  markups  into  his  $l,200-plus 
suits.  In  its  latest  annual  report, 
Huntsman's  reported  a  $100,000  loss 


(on  revenues  of  $2  million)  for  its  year 
ending  Mar.  30,  1980. 

After  the  tailor  produces  the  for- 
ward-stage garment,  the  customer  re- 
turns for  yet  another  fitting.  If  cus- 
tomer and  cutter  approve,  the  gar- 
ment is  then  finished.  If  not,  back  it 
goes  to  the  workrooms  until  everyone 
is  happy.  "What  you're  buying  for  our 
prices  is  no  effort  spared  to  satisfy," 
says  Hammick. 

Even  if  you  never  leave  the  U.S., 
you  can  still  buy  a  Savile  Row  suit. 
Virtually  all  Savile  Row  tailors  travel 
extensively  to  major  U.S.  cities;  they 
will  gladly  put  you  on  their  mailing 
lists.  In  most  cases — Huntsman,  Poole 
and  Wells  of  Mayfair,  for  example — 
the  salesmen,  usually  top  tailors 
themselves,  will  take  your  measure- 
ments and  make  several  photographs 
of  you  (and,  of  course,  parade  their 
fabrics).  From  these,  the  cutters  back 
in  London  can  make  (they  say)  excel- 
lent patterns.  The  finished  garment 
will  be  shipped  to  you,  and  the  sales- 
man will  check  it  out  on  his  next  trip. 
If  anything  is  wrong ,  you  send  it  back  to 
London  for  alterations.  The  risk  with 
this  process  is  that  it  may  take  up  to  a 
year  to  obtain  a  satisfactory  garment. 

Once  you  have  acquired  your  first 
suit,  of  course,  the  process  becomes 
considerably  easier.  All  tailors  keep 
their  customers'  patterns  on  file;  the 
bowels  of  Henry  Poole  &  Co.,  for  ex- 
ample, hold  over  15,000  patterns. 
With  your  pattern  on  file,  a  phone  call 
to  your  cutter  can  set  the  workrooms 
in  motion.  But  don't  let  that  efficien- 
cy cheat  you  of  the  fun  of  leafing 
through  swatch  books  and  chatting 
style  with  your  cutter.  That's  the  de- 
light of  buying. 

Is  all  the  time  and  money  worth  it? 


"Yes!"  replies  Rudolph  Agnew,  chief 
executive  of  London's  Consolidated 
Goldfields  Ltd.  and  one  of  The  City's 
best-dressed  businessmen.  "Long  ago 
my  mother  gave  me  two  pieces  of 
advice.  I  won't  tell  you  the  first,  but 
the  second  was:  'When  you're  down  to 
your  last  £30  buy  a  good  suit.'  A  good 
suit  is  good  for  credit.  It  gives  you 
confidence.  It's  like  silk  underwear, 
good  for  the  soul." 

Note:  If  these  prices  are  simply  be- 
yond your  means,  you  can  still  get  a 
good  bespoke  suit  for  less  off  Savile 
Row.  For  example,  try  Ray  Thorn's  at 
14  Beauchamp  Place  (near  Harrod's), 
where  prices  start  at  $513.  But  avoid 
the  tailor  who  says  he  will  make  you  a 
bespoke  suit  for  half  or  less  than  half 
the  going  rate.  The  margins  in  the 
trade  can't  support  such  discounting. 
Be  especially  chary  of  the  "cloth" 
shops  that  have  recently  sprouted  on 
Regent  and  Oxford  Streets  and  quote 
"bespoke  suit"  prices  of  $180  plus 
fabric  (usually  another  $75  or  so). 
These  operators  tend  to  unload,  at  high 
markups,  the  textile  mills'  "end  of 
length"  material  rejected  by  Savile 
Row  tailors. 

Herewith  a  rather  arbitrary  listing, 
alphabetically,  of  some  leading  deni- 
zens on  (or  just  off)  Savile  Row  and 
their  vital  statistics.  Prices  (based  on 
$1.80  to  the  pound)  exclude  both  Brit- 
ain's 15%  value-added  tax  (which  is 
refundable)  and  U.S.  Customs  duty  of 
22.5%  (which  more  than  one  return- 
ing American  has  avoided).  Add  about 
$75  for  vests.  Time  required  is  the 
approximate  minimum  time  during 
which  the  cutter  will  want  to  see  you, 
but  bespoke  tailors  are  nothing  if  not 
flexible;  if  in  doubt,  call  ahead.  Many 
tailors  require  a  50%  deposit.  Open- 


H.  Huntsman  &  Co. 

Suits  starting  at  $1,200,  also  riding  and  hunting  togs. 


Managing  Director  Colim  Hammick 
Machines  can't  compare. 
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K  YOU  CAN  ALWAYS  TRUST 
THE  TASTE  OF  A  BOLLA" 

—Franco  Bolla 


L I 


LPOLKI' 
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"Why  do  so  many  people  prefer 
the  Bolla  family  of  great  wines? 

"Taste.  Not  just  exceptional  taste, 
but  exceptional  taste,  bottle  after 
bottle.  So  whether  you  choose  the 
full'flavored  Valpolicella,  the  mellow 
Bardolino,  the  crisp,  refreshing  Soave 
or  the  light,  dry  Trebbiano,  you  won't 
be  disappointed.  No  matter  how 
many  times  you  choose  it.  After  all, 
when  you're  a  Bolla,  you  don't  let 
your  friends  down" 

FROM  THE  POLL  A 
FAMILY  OF  GREAT  WINES. 

IMPORTED  BY.THEJQS.  GARNEAU  CO.,  N.Y.,  N.V 
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ing  hours:  9  a.m.  to  5:30  p.m.;  closed 
Saturday. 

Anderson  &  Sheppard  Ltd.  (30  Sa- 
vile  Row;  734-1420).  On  Savile  Row 
since  1906.  Known  for  lighter-weight 
soft  styling.  Two-piece  suit:  $783  to 
$972.  Sports  jacket:  $522  to  $765. 
Trousers:  $261.  No  shirts.  Time  re- 
quired: one  working  week.  Payment: 
Diners,  MasterCard,  dollar  checks. 

Henry  Poole  &  Co.  (15  Savile  Row; 
734-5985).  Savile  Row's  oldest  and 
largest  establishment.  Enormous  fab- 
ric range.  Two-piece  suit:  $810  to 
$972.  Sports  jacket:  $477  to  $720. 
Trousers:  $243  to  $279.  Shirts:  $50 
ready-made,  $70  bespoke.  Time  re- 
quired: one  working  week.  Payment: 
AE,  Diners,  Visa,  dollar  checks. 

H.  Huntsman  &  Sons  Ltd.  ( 1 1  Savile 
Row;  734-7441).  One  of  the  Row's  ol- 
dest and  finest,  and  certainly  its  most 
expensive.  Also  renowned  for  riding 
and  hunting  clothes.  Two-piece  suit: 
$1,197  to  $1,656.  Sports  jacket:  $857 
to  $1,282.  Trousers:  $378.  Shirts:  $31 
ready-to-wear,  $76  bespoke.  Hunt 
coat:  $945.  Riding  breeches:  $427. 
Time  required:  one  working  week. 
Payment:  AE,  Diners,  MasterCard, 
Visa,  dollar  checks. 

Kilgour,  French  &  Stanbury  Ltd. 
(33a  Dover  Street;  629-4283).  The  sec- 
ond-highest-priced tailor,  rumored  to 
be  moving  soon  onto  Savile  Row  it- 
self. Two-piece  suit:  $1,076  to  $1,332. 
Sports  jacket:  $720.  Trousers:  $360. 
No  shirts.  Time  required:  ten  days. 
Payment:  traveler's  checks  and  dollar 
checks;  no  credit  cards. 

Norman  of  Savile  Row  (39  Savile 
Row;  734-4341).  Small,  relatively 
new.  Two-piece  suit:  $657  to  $900. 
Sports  jacket:  $445  to  $547.  Trousers: 
$220  to  $281.  No  shirts.  Time  re- 
quired: one  working  week.  Payment: 
AE,  Visa,  dollar  checks. 

Norton  &  Sons  Ltd.  ( 1 6  Savile  Row; 
437-0829).  Two-piece  suit:  $788  to 
$958.  Sports  jacket:  $526.  Trousers: 
$288.  Shirts:  $63  (minimum  order, 
three).  Time  required:  one  working 
week.  Payment:  dollar  checks. 

Ward  &  Kruger  Ltd.  (6  Sackville 
Street;  734-4358).  Near  Piccadilly  Cir- 
cus. Two-piece  suit:  $760.  Sports 
jacket:  $468.  Trousers:  $283.  No 
shirts.  Time  required:  one  working 
week.  Payment:  dollar  checks. 

Wells  of  Mayfair  Ltd.  (47  Maddox 


Kilgour,  French  &  Stanbwry  Ltd 

Off  Savile  Row,  but  not  off  in  price:  still  $1,000  and  up. 


Street;  629-5047).  Two-minute  walk 
northeast  of  Savile  Row.  Two-piece 
suit:  $810  to  $1,080.  Sports  jacket: 
$540  to  $720.  Trousers:  $270  to  $360. 
Shirts:  $45  ready-to-wear.  Time  re- 
quired: one  working  week  with  ad- 
vance notice.  Payment:  MasterCard 
and  Visa;  10%  cash  discount. 

London  boasts  several  tailors  who  ' 
specialize  in  shirts.  Two  of  the  best 
are  Tumbull  & Asser  (71  Jermyn  Street; 
930-0502)  and  Uarvie  Hudson  Ltd.  [77 
Jermyn  Street;  930-3949).  Turnbull's 
bespoke  shirts  start  at  $58  and  go  to 
$126  for  silk,  including  15%  VAT. 
Minimum  first  order:  six.  Time  re- 
quired: 10  to  14  days  to  make  a  sam- 
ple (longer  in  the  summer);  and  6  to  8 
weeks  to  complete  the  order.  Ready- 
made  shirts  available  at  $45  to  $108. 
Turnbull  &  Asser  is  known  for  its 
checked  fabrics. 

Harvie  Hudson's  prices  are  similar: 
bespoke  shirts  from  $58  to  $140, 
ready-made  from  $52  to  $57.  Mini- 
mum order:  four.  Time  required:  two 
weeks  for  the  sample,  plus  one  month 
to  complete  the  order.  Harvie's  is 
known  for  its  striped  shirtings. 

Smart  typewriters 

You  are  not  alone  if  you're  baffled  by 
the  ads  for — and  the  sight  of — those 
fancy  new  electronic  typewriters.  In 
case  your  secretary  hasn't  brought 
you  up  to  date  on  how  they  differ  from 
conventional  electrics,  here's  a  brief 
primer: 

An  electronic  typewriter,  or  ET,  at 
its  best  is  only  a  little  shy  of  a  low-end 
word  processor.  Its  most  important 
advantage:  Like  a  word  processor,  it 
has  a  memory  bank.  The  more  elabo- 
rate the  model,  the  greater  the  storage 
capacity. 


This  allows  typing  errors  to  be  cor- 
rected before  they  reach  the  page. 
What  you  type  is  displayed,  line  by 
line,  electronically,  just  above  the 
keyboard.  You  can  make  corrections 
before  it  is  printed  out  on  the  paper. 
Author  Andy  Tobias  found  this  fea- 
ture invaluable,  as  he  tinkered  with 
words  in  his  recently  published  book, 
The  Invisible  Bankers.  Tobias'  ma- 
chine was  a  Qyx  (he  has  since  up- 
graded to  a  personal  computer). 

The  memory  feature  also  allows 
you  to  print  out  the  copy  any  number 
of  times.  This  can  save  time  for  the 
secretary  who  needs  to  send  the  same 
letter  to  more  than  one  person. 

In  addition  to  its  storage  capacity, 
an  ET  has  some  other  frills,  such  as 
automatic  centering,  automatic  paper 
insert,  high-speed  backspacing  and  a 
right-side  "justification"  (which 
makes  the  right  edge  of  the  copy  as 
even  as  the  left). 

How  much  do  ETs  cost?  As  little  as 
$800  for  one  that  can  do  just  a  bit 
more  than  an  IBM  Selectric  III,  or 
more  than  $5,000  for  one  that  is  near- 
ly as  capable  as  a  small  word  proces- 
sor. Manufacturers  of  ETs  say  these 
machines  have  already  begun  to  make 
the  electric  typewriter  obsolete,  but 
the  electric  is  usually  still  the  one  to 
buy  for  home. 

There  is  a  comprehensive  report  on 
ETs  in  the  April  1982  issue  of  Water's 
Digest.  The  manufacturers  listed  be- 
low can  provide  you  with  additional 
information. 

Lanier  Business  Products,  1700 
Chantilly  Dr.  N.E.,  Atlanta,  Ga. 
30324;  Adler-Royal  Business  Ma- 
chines, 1600  Rte.  22,  Union,  N.J. 
07083;  Brother  International,  8  Corpo- 
rate PL,  Piscataway,  N.J.  08854;  Conti- 
tronix,  3848  Marquis  Dr.,  Garland, 
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Express  yourself 
past  check-in  lines  onTWA, 


With  TWA's  Round-Trip  Check-In  and  Advance  Seat  Selection  you  can  express  yourself  past  check-in  lines. 


Express  yourself  straight  to  the  gate  and... 


express  yourself  straight  to  your  seat. 


It's  easy  with  TWA's  Airport  Express. 


Nothing  gets  you  past  check-in  lines 
and  through  the  airport  faster  than  TWA's 
Airport  Express."  And  that's  because  with 
TWA's  Round-Trip  Check-In,"  Connection 
Check-Insm  and  Advance  Seat  Selection 
you  can  get  boarding  passes  and  seat 
assignments  for  your  outbound,  connect- 
ing and  return  flights  before  you  depart. 

So  on  your  trip  home  you  can  go 
straight  to  your  seat  on  the  plane.  Instead 
of  straight  to  the  back  of  a  check-in  line. 

Ask  for  TWA's  Airport  Express. 
And  express  yourself  past  check-in  lines. 
Get  2  free  First  Class 
tickets  to  Europe 

At  TWA  we  believe  in  rewarding  our 
frequent  business  flyers  for  making  us 
their  number  one  choice.  In  addition  to 


our  current  Frequent  Flight  Bonusessm 
which  begin  at  10,000  miles,  we've  just 
added  2  new  Frequent  Flight  Bonus 
levels.  So  now  if  you  fly  75,000  miles  in 
the  U.S.  on  TWA  during  the  course  of  our 
program,  we'll  give  you  2  free  First  Class 
tickets  to  anywhere  we  fly  in  the  U.S. 
And  if  you  fly  95,000  miles  anywhere  we 
fly  in  the  U.S.,  we'll  give  you  2  free  First 
Class  tickets  to  Europe.  You  can  take 
advantage  of  both  tickets  yourself,  or  use 
them  to  treat  a  friend  or  colleague  to  a 
free  trip.  Airport  Express  and  Frequent 
Flight  Bonus.  Two  ways  TWA  is  helping 
to  make  business  travel  a  pleasure. 

For  complete  details,  and  reservations, 
call  your  travel  agent,  corporate 
travel  department  or  TWA. 


Youre  going  to  like  us 


Author  Tobias  and  bis  Qyx 
Tools  for  word,  tinkerers. 
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Tex.  75042;  Exxon  Office  Systems,  777 
Long  Ridge  Rd.,  Stamford,  Conn. 
06902;  International  Business  Ma- 
chines. National  Marketing  Division, 
4111  Northside  Parkway.  Atlanta.  Ga. 
30327.  Olivetti  Corp.,  155  White 
Plains  Rd.,  Tarrytown,  N.Y.  10591; 
Olympia  USA.  Inc.,  Box  22,  Somer- 
ville,  N.I.  08876;  Remington  Rand 
Corp.,  103  College  Rd.  Princeton  N.J. 
08540;  Royal  Business  Machines,  500 
Day  Hill  Rd..  Windsor,  Conn.  06095; 
SCM  Office  Group.  65  Locust  Ave.. 
New  Canaan,  Conn.  06480;  Xerox 
Corp.,  Xerox  Square  006,  Rochester. 
N  Y.  14644  — Kevin  McManus 


Loose  ends 

Financing  a  sailboat,  maintaining 
it,  worrying  about  it  when  you're 
not  around,  protectmg  it  during  bad 
weather — all  that  can  take  the  wind 
out  of  sailing.  One  alternative  is  New 
York's  Sail  Away  Club,  which  offers 
unlimited  use  of  a  fleet  of  27-foot  Sol- 
mgs,  for  S695  per  person  per  season. 
There  s  a  hitch,  though.  Sailors  must 
also  take  a  sailing  course,  either  at 
club  operator  Steve  Colgate's  City  Is- 
land Sailing  School  or  at  one  of  his  six 
resort  locations.  The  Sail  Away  Club 
year  runs  from  early  April  through 


October.  Contact  Offshore  Sailing 
School.  Ltd..  820  Second  Ave.  New 
York.  N.Y.  10017. 

Several  other  sailing  schools  have 
similar  schemes,  where  club  mem- 
bers can  contract  for  unlimited  use  or 
rent  various  boats  as  they  require. 
Among  them:  California  Sailing 
Academy.  14025  Panav  Way  Manna 
del  Rev.' Calif.  90291  /Boston  Harbor 
Sailing  Club.  72  E.  India  Row.  Boston. 
Mass.  02110;  Coastal  Sailing  School 
&  Club,  P.O.  Box  1001,  Marblehead, 
Mass.  01945.  If  there's  a  school  near 
you,  it's  worth  a  try  to  see  if  it  has  a 
sailing  club  and  boats  available. 


Do-it-vourself  investors  can  have  a 
devil  of  a  time  trying  to  get  detailed 
financial  information  about  compa- 
nies. The  Directory-  of  Investor  Con- 
tacts at  Listed  Companies  contains 
names  addresses  and  telephone  num- 
bers of  investor  contacts  at  2,357 
companies  listed  on  the  New  York 
and  American  stock  exchanges.  Cost 
of  the  19S2  edition  is  S24,  plus  S2  for 
handling,  and  it  can  be  ordered  from 
Econo  Communications.  Park  Build- 
ing. Suite  1025.  355  Fifth  Ave.,  Pitts- 
burgh, Penna.  15222. 

Good  news  from  Boston.  When  we 
interviewed  executive  maxathoners 
recently  , Forbes.  Mar.  29\,  five  were 
preparing  to  compete  in  the  Boston 
Marathon  on  Apr.  19.  We  are  happy  to 
report  that  all  five  finished  the  race. 

Dallas  banker  Bob  Heckman  and 
his  wife.  Sandy,  fresh  from  the  Wood- 
lands Marathon,  ran  the  26.2-mde 
course  in  2:50  and  3:40,  respectively. 
[A  3-hour  marathon  is  roughly  the 
equivalent  of  26  consecutive  "'-min- 
ute miles.''  Bob  Haugh.  the  61 -year- 
old  president  of  Overhead  Door  Corp., 
posted  a  3:12  and  says  he  would  have 
scared  the  hell  out  of  3  hours  if  it  had 
been  cooler." 

Boston  Gear  President  lohn  Flana- 
gan fell  short  of  his  3:10  goal  by  12 
minutes,  while  Foremost-McKesson's 
George  Constantino,  wearing  a  cap  to 
ward  off  the  sun,  ran  his  fastest  Bos- 
ton ever.  3:09.  On  the  15th  anniversa- 
ry of  her  first  marathon.  Avon's  Kath- 
nne  Switzer  put  on  her  pumps  and  ran 
around  Boston  doing  newspaper,  radio 
and  TV  interviews. 


Solings  on  Long  Island  Sound 

Available  on  call,  without  the  hassles  of  ownership. 


FORBES  MAT 24  I9S2 


She  cant  flaunt  a  fur  on  the  Cote  d'Azur.  s 


Born  out  of  tire  and  ice  more  than  a  hundred 
million  years  ago.  Every  diamond  is  unique. 
But  a  diamond  of  one  carat  or  more  is  even  more  prec  ious. 
A  gift  so  rare,  it  can  never  be  measured. 
Until  you  see  the  look  in  her  eyes. 

THE  DIAMOND  SOLITAIRE. 
A  RARE  GIFT. 

"lie  one  anil  a  quarter  carat  diamond  pendant  shown  is  enlarged  tor  detail.  A  diamond  is  forever.  De  Beers 


THERE'S  NEVER  BEEN  A  MAGAZINE  FOR 
THE  NEW  DO-IT-YOURSELFER  LIKE  THE 
NEW  MECHANIX  ILLUSTRATED. 


We've  targeted  the  new  MECHANIX 
ILLUSTRATED  to  the  new  do-it- 
yourselfer.  He's  the  man  who  does 
it  himself  because  he  wants  to.  Not 
because  he  has  to. 

And  the  new  MECHANIX 
ILLUSTRATED,  with  more  home 
and  auto  how-to  articles  than  any 
other  magazine,  shows  him  how 
to  do  it  better  than  anyone  else. 

So  whether  he's  fixing  his  Porsche 


or  building  a  front  porch,  the  new  do- 
it-yourselfer  does  it  with  the  new 
MECHANIX  ILLUSTRATED  on  hand. 

And  he  keeps  his  MECHANIX 
ILLUSTRATED  at  hand  for  future 
reference  to  our  how-to  articles.  So 
your  advertising  message  is  seen  over 
and  over  again. 

To  get  into  the  hands  of  the  new  do- 
it-yourselfer,  get  into  the  only  magazine 
designed  with  him  in  mind.  Get  into  the 
new  MECHANIX  ILLUSTRATED.  The 
magazine  that  puts  you  in  the  right  hands 


HOW  TO 

HOME  IMPROVEMENT 
AUTOMOTIVE 


PUBLICATION 

1515  Broadway.  New  York,  NY  10036 
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A  time  of  testing.  After  six  straight  winning  weeks,  the 
1982  rally  finally  faltered.  Even  so,  the  bulls  aren't 
totally  downtrodden:  The  0.2%  two-week  setback  of  the 
Wilshire  index  still  leaves  the  market  more  than  6% 
higher  than  it  was  before  it  began  the  spring  rally.  And 
many  individual  securities  continue  to  perform  well. 
Some  of  the  best  gains,  for  example,  are  coming  from 
NASDAQ  stocks,  which  advanced  1.3%.  The  Dow 
industrials  also  bucked  the  losing  trend  with  a  two- 
week  gain  of  0.6%.  But  the  rest  of  the  Big  Board  issues 
couldn't  keep  up  with  the  blue-chip  Dow.  The  NYSE 
index  fell  0.3%.  Amex  stocks,  with  a  1.3%  setback,  also 
contributed  to  the  Wilshire's  retreat. 


Close-up  On  The  Equity  Markets 


The  scorecard  for  the  last  four  weeks  indicates  that  high- 
volatility  and  high-growth  stocks  have  outperformed  the 
overall  market  by  a  wide  margin.  That's  good  news  because 
a  major  market  rally  may  depend  on  all-star  performance 
from  these  speculative,  glamour-oriented  issues.  While  it 
has  been  an  encouraging  few  weeks,  recent  losses  have 
narrowed  some  of  the  performance  gaps.  At  the  moment, 
most  Wall  Streeters  would  gladly  settle  for  a  return  to  the 
slow  but  steady  progress  the  market  made  this  spring.  On 
the  other  hand,  there  is  legitimate  concern  that  the  end  of 
the  recent  winning  streak  could  cause  the  market  to  choke. 
That  could  set  off  a  new  wave  of  profit-taking  and  put  the 
bears  back  in  control.  


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.6 

1.2 

1.3 

2.1 

3.4 

in  last  52  weeks 

-13.7 

.  -14.8 

-12.6 

-24.1 

-14.8 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility* 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  .price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.8 

2.2 

3.6 

3.7 

2.2 

4.5 

5.1 

2.9 

2.6 

1.9 

in  last  52  weeks 

-12.5 

5.9 

-22.6 

-3.0 

3.8 

-5.8 

-10.2 

-0.8 

-12.1 

-7.4 

"A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable 
+A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  4/30/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 

Strength  in  weakness.  Six  out  of  nine  sectors  took  their      Over  the  last  two  weeks,  however,  consumer  stocks 
lumps  with  the  rest  of  the  market.  Hardest  hit  was    bucked  the  tide.  Consumer  durables  outperformed  all  sec- 
transportation,  which  suffered  a  2.1%  setback.  Energy    tors  and  the  major  market  indicators  with  a  2.0%  gain, 
stocks  declined  1.6%.  In  the  latest  two-week  period  tech-    Consumer  nondurables  and  services  made  a  modest  0.8% 
nology  issues  were  off  by  0.7%  while  raw  materials,    advance.  The  third  sector  in  the  black,  capital  goods,  gained 
utilities  and  finance  experienced  minor  setbacks.  Still,  on    0.5% .  Some  investors  continue  to  bank  on  a  consumer-led 
a  four-week  basis,  technology  stocks  lead  the  eight  other    recovery.  This  may  be  blind  faith — or  they  may  see  some- 
sectors  with  a  3.7%  gain.                                            thing  beyond  the  conventional  economic  indicators. 

Percent  change  in  last  52  weeks                        Percent  change  in  last  two  weeks 

Capital  goods 

Consumer  durables 

Consumer  nondurables  and  services 

+50 

+50 

+50 

+25 

+25 

+25 

 1  1  1  1  II  1  1  1  1  

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

-25  y\ 

J  +  0.8| 
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'81                 1  '82 

'81                   1  '82 

'81  .               '  '82 

Energy 

Finance 

Kaw  materials 

+50 

■  en 

+50 

+25 

+25 

-A 

+25 

V 

 Li  i 1  I  1  1  1  1  1  1  1  1  1  II  1 1  1  1  1  i  1  1  1  1  1 
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Technology 

Transportation 

Utilities 

+50 

+50 

+50 

+25 

+25 

+25 

0 

-25 

!  M  1  II  1  1  1  1  1  1  1111111111 

1 1 1  1 1 1  1 1  1 1  1 1 1 1 1  1 1 1 1 1 1  1 1  1 1 1 1 

IMI  1  1  II  1  1  1  1  1  1  _ 

'81  '82 

•81                  1  "82 

<81                1  «82 

Note:  All  data  for  periods  ending  4/30/82.  Prepared  by  Wilshiie  Associates,  Santa  Monica,  Calif. 
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Not  even  Casanova  could 

have 4,218,000 Italian 
women  at  his  disposal 
with  one  phone  call 


You  can,  by  ringing 
NewYork 6205981 

Doing  so  will  put  you  in  touch  with  Arnica, 
one  of  the  most  authoritative  Italian  women's 
magazines  with  a  readership  of  1,358,000, 
79%  of  which  is  ABC,  51%  aged  15-34  and 
39%  high  school  and  university  graduates. 

Also  with  Annabella,  a  magazine  with  a 
readership  of  1,439,000  women,  42%  of 
which  are  aged  25-44  and  a  large  percentage 
(57%)  are  purchasing  responsibles. 

And  with  Bella,  whose  readership 
(1,421,000)  is  largely  made  up  of  middle  class 
women  (60%),  with  children  at  home  (47%). 

Lastly,  by  calling  this  number  you  will 
have  at  your  disposal  a  staff  of  knowledgeable 
consultants  highly  experienced  in  the  Italian 
market,  and  able  to  offer  you  a  complete 
market  information  and  media  planning 
service,  to  help  you  solve  your  communication 
problems  in  Italy. 

Other  sole  representatives  in  the  world: 

London  tel.  3857723  -  Paris  tel.  5006608  - 

Hamburg  tel.  5110031  -  Basel  tel.  226575 
-  Lausanne  tel.  207151  -  Geneve 
tel.  291211  -  Bruxelles  tel.  6498130  - 
Wien  tel.  757684  -  Athenes  tel  6725467 
Amsterdam  tel.  178795  -  Sao  Paulo 
tel.  8534842  -  Barcelona  tel.  3020508  - 
Toronto  tel.  3642269  -  Stockholm  tel.  225000 
-Porto  tel.  29992  -  Tokyo  tel.  4454375  - 
Johannesburg  tel.  8365978  -  Sydney 
tel.  9222677. 


BRAN  HAM  INTERNATIONAL  -  ONE  PA  TCH1N  PLACE  -  NEW  YORK  N.  Y.  1001 1. 


GBUPPO 

R1ZZ0L1  CORRIERE  BELLA  SERA 


Statistical  Spotlight 


Mention  some  bad  news,  and  institutional 
investors  can  bomb  a  stock  in  one  day. 
Then  why  do  so  many  companies  actively 
court  the  professionals? 

Love-and  hate- 
on  Wall  Street 


What  the  big  boys  like  . . .  now 


The  stocks  of  these  36  companies  are  popular  with  earnings  multiples.  But  there  is  risk,  too:  If  the  pros 
institutional  investors.  That  often  leads  to  high  price/    rush  for  the  door  all  at  once,  prices  can  collapse. 


i 

1 !  1 S 1 1 1 11  ■ 

5-year 

tional 

EPS 

Recent 

52-week 

Revenue 

— Latest  12-month — 

Company 

ownership 

growth 

price 

price  range 

(millions) 

EPS 

P/E 

Yield 

AMP 

86% 

21% 

58  % 

62%-43% 

$1,234 

$3.75 

16 

2.4% 

Northwest  Airlines 

78 

-51 

30% 

38%-22% 

1,854 

0.48 

NM 

2.6 

Digital  Equipment 

76 

25 

81% 

1 13%-71% 

3,198 

7.53 

11 



Gannett 

76 

15 

35  % 

46  -29% 

1,367 

3.17 

11 

4.9 

Consolidated  Freight  ways 

74 

2 

38 

45  -32 

1,144 

9.46 

4 

4.0 

TMalpo  CnPTTiiral 

i  X  dltU  v  IlLIIlKol 

72 

13 

45 

58%— 41 

667 

4.04 

11 

5.0 

American  Broadcasting 

71 

14 

35% 

38%-26% 

2,444 

5.13 

7 

4.6 

ACF  Industries 

70 

5 

36% 

49%-31% 

948 

5.36 

7 

7.5 

Associated  Dry  Goods 

70 

7 

33% 

33%-23% 

2,751 

4.17 

8 

5.4 

Capital  Cities  Comm 

70 

19 

76 

80%-64% 

574 

6.12 

12 

0.3 

Automatic  Data  Process 

69 

18 

26% 

31-%-23 

558 

1.66 

16 

1.7 

E-Systems 

67 

0 

29% 

29%-19% 

572 

1.67 

18 

2.1 

Federal  Express 

67 

58 

54% 

72 1/4-44% 

589 

3.65 

15 

Datapoint 

66 

34 

21% 

66  -19% 

396 

2.37 

9 

Diebold 

66 

53 

60% 

60%-33% 

386 

3.37 

18 

1.3 

McDonald's 

66 

19 

68% 

72%-56-% 

2,516 

6.54 

10 

1.5 

Bausch  &  Lomb 

65 

20 

45% 

58%-35% 

533 

0.82 

NM 

3.4 

Betz  Laboratories 

65 

21 

26% 

33%-23% 

253 

1.83 

14 

2.9 

Monsanto 

65 

1 

65% 

87%-59% 

6,948 

10.40 

6 

5.8 

Raychem 

65 

28 

56 

72  -48% 

525 

4.04 

14 

0.8 

Ryder  System 

65 

16 

30% 

40%-23% 

1,946 

3.84 

8 

3.6 

Denny's 

64 

6 

23 

25  -14% 

849 

2.38 

10 

2.8 

Texas  Instruments 

64 

-4 

88% 

124  -70% 

4,206 

4.62 

19 

2.3 

Air  Products  &  Chem 

63 

17 

35% 

46%-31 

1,570 

4.50 

8 

2.3 

American  Airlines 

63 

-32 

14 

21%-  9% 

4,109 

-1.40 

NM 

Halliburton 

63 

15 

34% 

70%-32 

8,508 

5.72 

6 

4.7 

Honeywell 

63 

12 

67 

101%-62% 

5,351 

11.46 

6 

5.1 

Medtronic 

63 

28 

40% 

43  -30% 

3J4 

2.73 

15 

1.4 

Philip  Morris 

63 

18 

50% 

551/8-44 

8,307 

5.41 

9 

4.8 

Anheuser-Busch 

62 

28 

47% 

48  -33% 

3,847 

4.79 

10 

2.7 

General  Mills 

62 

15 

40 

41  -32% 

4,852 

4.39 

9 

4.1 

International  Paper 

62 

3 

36% 

49%-32% 

4,983 

8.31 

4 

6.6 

RH  Macy 

62 

22 

33% 

347g-25 

2,657 

3.75 

9 

3.0 

McDermott 

62 

-13 

23% 

41%-21% 

3,600 

4.51 

5 

7.8 

Whirlpool 

62 

6 

29 

30%-22 

2,437 

3.46 

8 

5.5 

Xerox 

62 

10 

38% 

64  -34% 

8,691 

7.08 

5 

7.8 

NM:  not  meaningful 

Sources  Standard  &  Poor's,  Media  General's  Market  Data  Graphics 

By  Howard  Rudnitsky 

Earlier  this  year  nearly  every 
trading  day  some  technology 
stock  was  zapped  by  finicky  in- 
stitutional investors.  Datapoint,  for 
example,  fell  from  49%  to  41  in  one 
day,  after  announcing  it  anticipated 
lower  than  expected  second-quarter 
earnings.  Similar  gloom  sank  Data 
General,  Digital  Equipment,  EG&G 
and  Western  Co.  of  North  America. 

Then  the  bad-news  bears  hit  Feder- 
al Express,  Sterling  Drug,  Syntex  and 
even  blue  chips  like  Caterpillar  Trac- 
tor and  Deere.  "The  way  some  portfo- 
lio managers  were  knocking  down 
stocks  for  a  while,  it  looked  like  the 
go-go  days  of  the  1960s,"  says  Bernard 
O'Keefe,  chief  executive  of  Boston- 
based  EG&G,  who  saw  his  stock 
bounce  up  again. 
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What's  involved  is  Wall  Street's  per- 
petual love-hate  relationship.  On  one 
hand,  companies  encourage  profes- 
sional investors  to  buy  their  shares. 
After  all,  institutions  account  for  an 
estimated  70%  of  trading  volume,  and 
courting  them  involves  dealing  with  a 
relatively  small  number  of  decision 
makers.  But  then  there's  the  down- 
side: When  pros  sour  on  a  stock,  they 
often  all  want  out  at  once;  individuals 
tend  to  be  far  less  fickle. 

Companies  gain  favor  with  institu- 
tions for  several  reasons,  but  mainly 
the  attractions  are  strong  earnings 
growth  over  time,  coupled  with  an 
aura  of  glamour.  In  the  late  1960s,  for 
example,  Tandy  Corp.  was  "hot," 
when  the  pros  saw  it  as  an  audio  play 
and  later  as  a  citizens  band  radio  play. 
Then,  around  1977  CB  collapsed — 
and  so  did  Tandy's  stock,  but  not  its 
earnings.  Now,  however,  the  com- 
pany is  back  in  favor  because  of  its 
personal  computers,  but  it  isn't  woo- 
ing Wall  Street  actively.  "The  institu- 
tions use  investment  screens,  and  if 
your  results  stick  out  they'll  buy  your 
stock,"  says  Garland  Asher,  director 
of  financial  planning. 

It  isn't  so  automatic  for  smaller 
companies.  Diebold,  for  example,  is 
one-fifth  Tandy's  size  and  has  long 
courted  institutional  investors.  "Face 
it,"  says  Chairman  Robert  Koontz, 


"without  them  you're  not  going  to  get 
a  decent  P/E  ratio."  It  works  for  him. 
His  company,  which  makes  a  popular 
automated  teller  machine  for  banks, 
has  72%  institutional  ownership  and 
a  P/E  of  18. 

Companies  also  like  institutional 
investors  because  they  make  it  easier 
to  arrange  new  financing.  Says  one 
executive,  "Management  hires  an  in- 
vestment banker  to  do  the  deal  quick- 
ly. If  the  company  already  has  institu- 
tional investors,  the  bankers  will  go 
to  them  because  that's  easier  than 
selling  to  individuals." 

Still,  having  a  heavy  institutional 
presence  has  its  headaches  as  well. 
Professionals  can  sell  for  reasons  hav- 
ing little  to  do  with  the  company's 
results.  Explains  O'Keefe,  "One  of  the 
problems  with  many  institutions  is 
that  they  compare  their  performance 
to  things  like  a  Becker  scorecard.  As 
long  as  they  did  as  well  as  the  other 
investment  advisers,  that's  O.K." 

Some  companies,  however,  have 
managed  to  keep  the  pros  out — and 
few  do  it  as  aggressively  as  Florida- 
based  Winn-Dixie.  Per-share  earnings 
and  dividends  at  this  supermarket 
chain  have  almost  doubled  since 
1975,  and  return  on  equity  averages 
about  20%,  but  institutions  today 
own  only  8%  of  its  shares.  The  com- 
pany, which  is  40%  closely  held,  pays 


dividends  monthly  and  has  42,000 
stockholders — many  of  whom  own 
fewer  than  100  shares.  "They're  like  a 
fishhook,"  Vice  President  Robert  Da- 
vis says  of  Wall  Street  professionals. 
"You  don't  feel  it  much  when  they 
come  in,  but  when  they  come  back  out 
it  hurts.  They're  too  quarter-by-quar- 
ter oriented,  and  they're  insatiable  in 
their  demands  for  information." 

These  days,  some  big  companies 
have  figured  ways  to  moderate  institu- 
tional holdings.  One  approach  is  to 
tender  for  stock  when  the  market  is 
down,  at  a  price  premium  of  10%  or 
15%.  Tandy  did  that  in  1977,  and  Met- 
romedia and  Teledyne  have  used  a 
similar  technique  more  recently.  "The 
institutions  tender  their  shares  be- 
cause if  they  don't  they'll  have  to  justi- 
fy it  to  an  investment  committee," 
says  Asher.  "If  the  price  goes  down 
later,  someone  is  on  the  carpet." 

The  accompanying  tables  list 
stocks  that  are  now  institutional  fa- 
vorites— as  well  as  some  that  aren't. 
Notice  it  is  rare  for  a  company  to 
sport  a  high  P/E  ratio  without  win- 
ning the  favor  of  the  pros,  but  the 
danger  that  they  will  run  for  the  exit 
presents  downside  risk.  On  the  other 
hand,  stocks  that  the  big  boys  don't 
like  might  benefit  someday  from  a  big 
runup.  The  pros  can  panic  to  buy  as 
readily  as  they  panic  to  sell.  ■ 


No  pros  . . .  may  be  good  news 

The  2 1  stocks  on  this  list  rank  near  the  bottom  in  terms  of  times  just  to  avoid  industries  they  don't  like.  There  is  a 

institutional  ownership  of  their  shares.  Sometimes  pro-  bright  spot  in  all  this,  however.  If  the  big  boys  suddenly 

fessionals  stay  away  because  of  poor  earnings  growth,  get  sweet  on  one  of  these  companies,  its  shares  can  go  up 

sometimes  because  of  heavy  family  ownership  and  some-  just  as  quickly  as  those  of  a  former  favorite  can  fall. 

Institu-  5-year 


tional 

EPS 

Recent 

52-week 

Revenue 

 Latest  12-month  

Company 

ownership 

growth 

price 

price  range 

(millions) 

EPS 

P/E 

Yield 

American  Brands 

19% 

26% 

42  % 

34  -46 

$  6,538 

$6.68 

7 

8.3% 

Asarco 

18 

41 

21 1  A 

17%-44% 

1,532 

1.54 

14 

3.8 

Ashland  Oil 

9 

-4 

22% 

20'/2-39% 

9,262 

3.07 

7 

10.9 

Baldwin-United 

18 

22 

68  V* 

36%-71 

2,492 

7.73 

9 

2.4 

Caesars  World 

2 

57 

9% 

6%-13% 

626 

1.20 

8 

Chrysler 

9 

NM 

5 

3%-  7% 

10,822 

-7.25 

NM 

ConAgra 

14 

18 

22% 

16  -25 

1,377 

2.36 

10 

3.8 

Grumman 

8 

-11 

26 

21  -39% 

1,916 

1.45 

14 

7.0 

G  Heileman  Brewing 

11 

28 

23% 

21  -32% 

807 

3.05 

8 

3.4 

Insilco 

14 

12 

15V4 

14%-21% 

685 

2.20 

7 

6.6 

ID  International 

18 

36 

13 

ll'/4-19>/8 

2,323 

2.77 

5 

8.5 

Maryland  Cup 

18 

15 

34V8 

31%-43% 

647 

4.55 

8 

2.6 

Occidental  Petroleum 

18 

71 

19% 

18%-31% 

14,708 

7.77 

3 

12.7 

Ogden 

18 

10 

26% 

23%-39% 

2,324 

4.86 

6 

6.7 

Pan  Am  World  Airways 

1 

-60 

3% 

2'/2-  6 

3,793 

-0.26 

NM 

SCM 

13 

6 

21  Vl 

19%-31% 

1,938 

3.93 

5 

9.3 

Standard  Oil  Ohio 

19 

65 

33% 

29'/s-54'/8 

13,457 

7.92 

4 

7.1 

Tesoro  Petroleum 

10 

91 

20% 

131/2-241/2 

3,035 

4.75 

4 

1.9 

Universal  Leaf  Tobacco 

17 

15 

25% 

21%-27% 

988 

3.76 

7 

6.4 

Winn-Dixie  Stores 

8 

11 

34% 

28%-37% 

6,200 

3.92 

9 

6.2 

Zenith  Radio 

17 

-4 

15V8 

10'/4-21'/2 

1,275 

0.82 

18 

2.0 

NM:  not  meaningful  Sources  Standard  &  Poor's:  Media  General's  Market  Data  Graphics 
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The  Money  Men 


Some  "arb"  traders  have  been  making  $1 
million  a  year.  But  there  may  be  too  many 
of  them  chasing  too  few  deals. 


Gambling  on 
certainties 


By  John  R.  Dorfman 


been 


T|he  arbitrage  game  looks  easy. 
Big  Bad  Wolf  Industries  ex- 
presses an  interest  in  acquiring 
Little  Lamb  Inc.  You  stock  up  on  Lit- 
tle Lamb  shares,  knowing  that  Little 
Lamb  management  will  protest  the 
initial  offer  as  grossly  inadequate. 
Someone  eventually  makes  a  better 
offer,  and  you  sell  your  Little  Lamb 
shares  at  a  profit. 

In  recent  years  things  have 
almost  that  simple.  During 
the  late  1970s,  merger  activ- 
ity was  booming,  and  there 
were  still  relatively  few  play- 
ers in  the  "arb"  game.  Gross 
annual  rates  of  return  some- 
times reached  100%,  and 
75%  wasn't  unusual.  "Fifty 
percent  was  kind  of  a  lowball 
objective,"  recalls  arbitrager 
George  Kellner. 

Not  surprisingly,  the  men 
who  brought  big  profits  into 
the  brokerage  firms  that  em- 
ployed them  were  well  re- 
warded, with  a  salary  plus  a 
slice  of  the  profits.  Senior  ar- 
bitrage people  were  and  are 
entrepreneurs,  negotiating 
individual  compensation 
packages.  The  deals  vary 
widely  in  their  terms,  but  a 
good  arbitrager  typically  gets 
anywhere  from  15%  to  50% 
of  trading  profits.  That  adds 
up  fast:  Recently,  most  se- 
nior arb  men  have  been  earn- 
ing $  1  million  a  year  or  more. 

In  the  past  few  years,  how- 
ever, several  respected  arbi- 
tragers have  walked  away 
from  their  big  incomes  to  set 


up  shop  on  their  own.  The  first  to  do 
it — the  grandfather  of  the  so-called  ar- 
bitrage boutique — was  Ivan  Boesky. 
He  left  Edwards  &  Hanly  and  went 
out  on  his  own  in  1975.  In  1980  and 
1981,  in  the  wake  of  several  good 
years,  others  have  followed  suit.  Sa- 
lim  (Sandy)  Lewis  started  S.B.  Lewis 
&  Co.  after  stints  with  Merrill  Lynch 
and  the  SEC.  Arnold  Amster  quit 
Smith,  Barney  and  set  up  Lafer  Am- 
ster &  Co.  with  Barry  Lafer.  Kellner 
moved  out  of  Donaldson,  Lufkin  &. 


The  latest  boutique  arbitrager,  Alan  Slifka 
Does  Winston  Churchill's  warning  apply? 


Jenrette  to  found  Kellner,  DiLeo  & 
Co.  And  Stephen  Royce  became  se 
nior  arb  man  at  Bedford  Partners,  ; 
firm  that  grew  out  of  Ivan  Boesky'; 
original  partnership  when  Boesky  in 
corporated  himself  in  1980. 

The  newest  kid  on  the  block  is  Alar 
Slifka,  who  resigned  last  year  as  heac 
of  the  arbitrage  department  at  L.F 
Rothschild,  Unterberg,  Towbin  tc 
start  his  own  firm,  Alan  B.  Slifka  & 
Co.  Slifka  chews  thoughtfully  on  the 
earpiece  of  his  glasses  as  he  discusse: 
the  nature  of  the  business.  "The  dif 
ference  between  most  investors  anc 
arbitragers  is  that  an  arbitrager  theo- 
retically is  buying  and  selling  an  iden- 
tical commodity  at  the  same  time.  Il 
has  the  appearance  of  a  riskless  trans- 
action, but  that  is  a  delusion." 

That  leads  to  Slifka's  favoritel 
quote,  from  Winston  Churchill:  "Fatel 
holds  terrible  forfeits  for  those  who 
gamble  on  certainties."  Churchill's 
words  may  have  bearing  on  the  entire 
arbitrage  community:  While  large 
profits  once  came  pouring  in  routine- 
ly, that's  not  true  today. 

Slifka  straightforwardly  sketches 
the  situation.  "Now  you  have  a  group 
of  pools  of  arbitrage  money  being  run 
out  of  individual  boutiques,"  he  says. 
"And  you  still  have  the  arbitrage  ac- 
tivities of  the  full-line  brokerage 
houses.  A  lot  of  money  has  gone  into 
arbitrage  the  past  couple  of  years,  and 
there  are  fewer  situations  around. 
Spreads,  in  the  process,  have 
narrowed.  It's  become  a 
much  more  competitive 
business." 

That's  one  way  of  putting 
it.  Kellner  puts  it  a  bit  more 
colorfully.  Says  he:  "The  sit- 
uation now  can  be  compared 
to  a  bunch  of  big  dogs  worry- 
ing a  lot  of  small  bones."  He 
ticks  off  the  firms  that  used 
to  be  big  in  arbitrage  ten 
years  ago.  You  can  count 
them  on  the  fingers  of  one 
hand:  Goldman,  Sachs;  Salo- 
mon Brothers;  Bear,  Steams; 
Rothschild;  and  Neuberger. 
"In  the  last  six  to  eight 
years,"  says  Kellner,  "almost 
every  brokerage  firm  has 
started  an  arb  department." 

Still,  the  wave  is  only  now 
cresting.  "Three  or  four  years 
ago,"  Kellner  recalls,  "if  you 
said  the  word  arbitrage  to 
people,  they  thought  you 
were  in  shipping.  Today  the 
local  broker  in  Boise,  Idaho  is 
an  expert  in  arbitrage."  Or  at 
least  he  thinks  he  is. 

The  problem  is  that  there 
are   too   many  arbitragers 


172 


FORBES,  MAY  24,  1982 


A  Forbes  Special  Advertising  Opportunity 
Forbes  spotlight  on 


INTE 


INESS 


Issue  date:  July  5,  1982 
Closing  date:  May  31,  1982 


Featuring  the  top  100 


U.S.  Multinationals 


Ranks  each  company  by  total 
foreign  revenues.  Also  reports  total 
revenues,  total  and  foreign 
operating  profits,  plus  total  and 
foreign  assets. 


Companies  outside 
the  U.S. 

Companies  are  ranked  by  total 
fiscal  year-end  sales.  Includes  data 
on  each  company's  net  profit,  assets, 
market  value,  location,  industry 
category  and  number  of  employees. 


•  Foreign  Investors 
in  the  U.S. 

Each  company  is  ranked  by  total 
revenues  of  U.S.  affiliates.  Provides 
figures  on  percentage  of  ownership 
in  U.S.  affiliates,  revenues  and 
profits. 


Plus  many  international  stories  and  articles 


Take  advantage  of  this  opportunity  to  spotlight  your  company's 
advertising  message  in  this  "must  read"  issue  where  it  will  be 
exposed  to  700,000  Forbes  subscribers —-the  people  who  own 
and  run  American  business. 


For  further  information,  contact  your  local  Forbes 
representative  or  Stephen  G.  Nicoll,  Director  of  Advertising, 
Forbes  Magazine,  60  Fifth  Avenue,  New  York,  NY  10011 
(212)  620-2228. 


CapitalistTooT 


1 1Mb 


The  Children 
of  War. 

One  thing  they  all  share  is  a 

will  to  survive-,  it  may  take  the  form 

of  revenge, or  an  abiding  serenity. 

§f  It  occurred  to  me  that  in  many  parts  of  the 
■world,  there  are  children  who  have  known 
Bnothing  but  war','  said  TIME  Senior  Writer 
Roger  Rosenblatt.  And  from  that  moment  of 
empathy  sprang  an  enterprise  that  is  unique 
for  TIME  Magazine,  and  perhaps  for  all  of 
journalism:  an  unprecedented  exploration  of 
the  thoughts  and  feelings  of  the  children  grow- 
ing up  on  the  world's  battlegrounds,  children 
for  whom  war  is  a  natural  condition. 

In  a  five-week,  25,000-mile  odyssey, 
Rosenblatt  met  with  hundreds  of  the  children 
of  war  in  Northern  Ireland,  in  Israel,  in 
Lebanon;  with  Cambodian  refugees  in  Thai- 
land; with  Vietnamese  boat  people  in  Hong 
Kong.  He  talked  with  them,  trying  to  learn 
what  they  believe  in,  what  games  they  play, 
what  the  future  might  be  like  in  their  hands. 
And  out  of  experiences  that  make  the  heart 
ache  emerged  a  sense  of  the  most  astounding 
resilience,  of  the  most  wonderful  charity,  jus- 
tice and  forbearance. 

An  exceptional  story,  even  for  TIME;  but 
consistent  with  the  qualities  that  have  made 
TIME  preeminent  in  its  field .  Not  merely  a  clear 
presentation  of  events,  nor  merely  intelligent 
commentary  on  events,  but 
an  uncommon  sensitivity 
towards  the  people  who  are 
living  the  events.  Another 
reason,  each  week,  millions 
more  people  read  TIME  than 
any  other  news  magazine. 
«   You  get  more  out  of  TIME, 
because  more  goes  into  it. 

More  goes  into  it. 


©1982  Time  Inc 


The  Money  Men 


chasing  too  few  deals — and  some  of 
the  players  don't  appreciate  the  risks. 
Compare  the  securities  arbitrager  to  a 
fellow  who  buys  up  land  in  the  path  of 
a  proposed  highway.  If  the  highway 
goes  through,  he  may  make  a  big  prof- 
it. But  if  the  planners  change  course, 
he  could  be  stuck  with  land  he  has  to 
sell  at  a  loss.  That's  why  Amster 
keeps  a  jar  of  Gerber's  strained  peas  in 
his  office. 

Baby  food?  Of  course.  It  adds  some 
humility  to  a  business  where  a  seven- 
figure  income  has  been  common. 
Gerber,  you  will  recall,  was  supposed 
to  be  taken  over  by  Anderson,  Clay- 
ton back  in  1977.  Just  like  the  high- 
way was  supposed  to  be  built  on  your 
land.  Ask  Amster  about  his  favorite 
arbitrage  investments,  and  he  quips, 
"Gerber,  Southland  Royalty  and  Colt 
[three  deals  that  collapsed] — I'm  a 
masochist  and  I  love  pain." 

The  narrowing  of  profit  spreads  is 
causing,  if  not  pain,  at  least  discom- 
fort throughout  the  arbitrage  commu- 
nity these  days.  "Every  now  and  then 
things  get  really  horrible  in  this  busi- 
ness," says  one  veteran  arbitrager. 
Back  in  March,  Slifka  was  saying  that 
1982  so  far  was  the  quietest  quarter 
for  mergers  in  recent  years — though 
the  public,  remembering  1981,  still 
thinks  that  corporate  takeover  activ- 
ity is  booming. 

In  April  the  pace  picked  up  some- 
what. ConAgra  bit  at  Peavey  Co.  and 
American  General  made  a  pass  at 
NLT  Corp.,  among  other  deals.  But 
arb  people  remain  less  than  enthusi- 
astic about  the  current  environment. 
"It's  obvious,"  says  Slifka,  "that  this 
is  a  marvelous  time  to  acquire  assets, 
but  the  fact  is  that  merger  activity  is 
down  substantially." 

Why?  There  are  three  commodities 
one  company  can  use  to  acquire  an- 
other, Slifka  explains.  One  is  cash,  but 
companies  are  trying  to  make  their 
balance  sheets  more  liquid,  not  less.  A 
second  is  debt,  but  interest  rates  are 
high.  The  third  is  stock,  but  stock 
prices  are  low.  So,  though  there  may 
be  a  lot  of  attractive  takeover  candi- 
dates, companies  lack  the  means  to 
make  acquisitions. 

"Business  is  lousy,"  admits  Am- 
ster. "I  think  this  has  been  an  ex- 
tended slow  period.  But  it's  not  as 
horrendous  as  some  people  say.  It's 
just  not  what  it  was."  No,  it  isn't.  "In 
1981,"  says  Kellner,  'about  a  60%  to 
70%  pretax  return  was  possible.  This 
year  has  definitely  been  quieter.  It's 
harder  now  to  have  extraordinary  re- 
sults. But  a  25%  to  30%  pretax  return 


isn't  bad  and  is  still  realistic." 

Well,  it  doesn't  sound  bad.  But  con- 
sider for  a  minute.  To  invest  in 
Kellner's  pool  of  arbitrage-related  in- 
vestments, a  person  needs  to  put  up  at 
least  $250,000.  Other  pools  are  also 
structured  as  limited  partnerships,  so 
it's  likely  that  participants  are  putting 
up  $150,000  or  more  at  a  crack. 

These  investors  are  likely  to  be  in 
the  50%  tax  bracket,  maybe  higher 
with  state  and  local  taxes  added  on. 
For  them  a  25%  pretax  return  may  be 
only  a  l2Vi%  aftertax  return.  Hardly 


1981,  but  already  last  year  seems,  in 
the  memory  of  arb  people,  to  be  th« 
good  old  days.  "You  can't  have  a  Con 
oco  every  20  minutes,"  says  one  arbi 
trager.  "Some  people  have  become 
spoiled  with  the  Conocos,  the  Mara 
thons  and  so  on,"  says  another.  "They 
psychologically  stop  looking  at  the 
$100  million  deal.  It  used  to  be  that  z 
$150  million  deal  was  sizable.  You 
have  to  work  a  little  harder.  Sure  it's 
slow,  but  it's  not  the  slowest  I've 
seen.  In  the  last  couple  of  years  it  was 
easy  to  concentrate  all  your  efforts  on 


enough  to  move  most  people  to  turn 
to  something  as  risky  as  arbitrage  can 
be — even  though  the  risks  are  reduced 
through  diversification. 

Amster  usually  has  20  to  30  deals 
going  and  rarely  commits  more  than 
10%  of  the  investment  pool  to  a  sin- 
gle deal.  He  concedes,  however,  that 
there  have  been  times  recently  when 
there  were  only  "12,  13  or  14  deals  on 
the  sheet."  When  there  are  fewer 
mergers  going  on,  arb  people  can  di- 
versify less  than  they  would  like. 

Boesky  refuses  to  talk  about  rates  of 
return  and  brushes  aside  the  question 
of  whether  1982  is  a  quiet  year  by 
saying  that  arbitrage  has  always  been 
a  business  with  flurries  and  quiet 
times.  But  he  addresses  the  rate-of- 
return  question  indirectly.  "We  don't 
seek  a  glorified  return,"  he  says.  "We 
seek  a  reasonable  return."  What's  rea- 
sonable? "Better  than  bank  rates,"  re- 
plies Boesky,  smiling.  "Of  course,"  he 
adds,  the  smile  broadening,  "with 
bank  rates  what  they  are,  the  defini- 
tion of  reasonable  has  changed." 

Nostalgia.  It's  only  one  year  since 


a  $7  billion  deal  and  walk  away  with  a 
fortune." 

Conoco  was  an  arbitrager's  dream. 
It  was  big  bucks,  it  involved  several 
suitors  and  it  stretched  out  for  a  good 
long  time.  "Conoco,"  says  Kellner, 
"has  got  to  be  everyone's  alltime  fa- 
vorite situation.  There  came  a  point 
where  you  couldn't  help  but  make 
money.  It  was  a  real  no-brainer." 

Things  could,  of  course,  change  to- 
morrow. But  right  now  it  looks  like 
there  will  be  no  more  Conocos  for  a 
while.  And  some  people  give  the  im- 
pression that  the  field  is  getting 
crowded — more  dogs,  as  Kellner  says, 
fighting  over  fewer  bones. 

Boesky,  who  started  the  trend  to 
arbitrage  boutiques,  has  moved  some 
of  his  eggs  to  other  baskets.  He  has 
begun  to  put  money  into  merchant 
banking,  luxury  real  estate  and  a  Brit- 
ish investment  company.  Diversifica- 
tion? No,  he  claims,  simply  attractive 
opportunities. 

If  the  merger  slowdown  continues, 
lots  of  other  arb  men  may  start  getting 
restless,  too.  ■ 
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PepsiCo  5  latest  package  of  zero-coupon 
bonds  amounts  to  a  bet  that  interest  rates 
will  stay  high  into  the  next  century. 


Things  won't  go 
better  with  Pepsi 


By  Subrata  N.  Chakravarty 

ON  THE  SURFACE  IT  LOOKS  like  a 
terrible  deal  for  PepsiCo.  The 
company  gets  just  under  $54 
million  for  bonds  that  bear  no  interest 
but  pay  $850  million  between  1988 
and  2012.  That's  more  than  the  com- 
pany's total  debt  load  at  present. 

But  appearances  can  be  deceiving. 
On  an  ordinary  coupon  bond  the  total 
interest  that  will  be  paid  is  never 
clearly  stated.  By  contrast,  on  a  zero- 


coupon  bond  like  PepsiCo's,  the  inter- 
est is  built  into  the  face  value.  Forbes 
estimates  that  PepsiCo  will  be  paying 
an  average  yield  to  investors  of  13.4%. 
Although  comparisons  are  difficult 
because  PepsiCo  has  in  effect  issued 
25  separate  bonds  in  one  package,  ma- 
turing in  different  years  with  different 
yields,  the  final  year's  interest  rate  is  a 
mere  12.5%.  If  PepsiCo  had  issued  an 
ordinary  30-year  interest-bearing 
bond,  the  company  would  have  had  to 
pay  about  15.5%. 


PepsiCo's  serial-maturity,  zero-coupon  bond 
A  dismal  forecast  looking  out  30  years. 


A  coup  for  PepsiCo?  Only  if  you 
think  12.5%  is  going  to  look  cheap  for 
30  years.  PepsiCo  is  getting  its  money 
for  less  because  zero-coupon  bonds 
are,  for  all  practical  purposes,  noncall- 
able.  Yes,  they  can  be  called.  But  only 
at  full  value  at  maturity.  So  it  makes 
no  sense  to  call  them. 

In  effect,  PepsiCo  is  betting  on  dou- 
ble-digit interest  rates  continuing  for 
the  next  three  decades.  Other  compa- 
nies have  placed  the  same  bet  but  for 
nowhere  near  30  years  out.  Buyers  of 
PepsiCo  zeros  (as  they  are  known  on 
Wall  Street)  are  betting  that  rates  will 
drop  back  to  single  digits. 

Of  course,  by  financing  with  zeros, 
PepsiCo  neatly  sidesteps  the  cash 
drain  of  semiannual  interest  pay- 
ments. But  it  nevertheless  may  take  a 
handsome  tax  deduction  based  on  a 
straight-line  amortization  of  the  dif- 
ference between  the  $54  million  it  got 
and  the  $850  million  it  will  have  to 
pay.  It  also  gets  to  invest  the  imputed 
interest  payments  it  doesn't  pay, 
bringing  the  effective  cost  down — not 
a  bad  deal  for  PepsiCo,  which  has 
been  returning  over  16%  on  total  cap- 
ital lately. 

PepsiCo,  a  pioneer  of  zeros,  is  also 
hedging  its  bet  on  interest  rates  by 
using  serial  maturities.  That,  in  ef- 
fect, builds  in  a  sinking  fund  and  lim- 
its PepsiCo's  liability  in  any  given 
year.  At  its  peak,  in  the  year  2002,  the 
liability  that  will  show  on  PepsiCo's 
books  will  be  only  $300  million,  not 
$850  million.  And  in  no  year  will  it 
have  to  pay  out  more  than  $75  mil- 
lion. What's  more,  by  steadily  reduc- 
ing the  compounding  effect  each  year 
after  1988,  PepsiCo  is  reducing  the 
total  cost  of  its  borrowing.  A  straight 
$50  million  30-year  zero  that  paid  off 
in  one  lump  sum  in  the  30th  year 
would  have  meant  an  eventual  payout 
of  $2.5  billion,  says  PepsiCo  Treasur- 
er Mehdi  R.  Ali,  because  of  the  higher 
compounding  and  risk. 

Hedged  as  it  is,  Pepsi's  new  long- 
term  zero  is  still  an  early  warning 
that  corporate  America  does  not  be- 
lieve inflation  will  be  brought  under 
control  in  the  foreseeable  future. 
Politicians  and  economists  predict 
interest  rates  with  their  mouths. 
PepsiCo  is  putting  its  money  where 
its  mouth  is.  Other  companies  are 
bound  to  follow  suit,  and  that  could 
be  an  ominous  sign  that  the  business 
community  is  developing  a  vested 
interest  in  inflation.  Indeed,  the  U.S. 
Treasury,  by  issuing  noncallable 
long-term  bonds  with  high  interest 
rates,  has  already  shown  the  way. 
And  that,  as  Peter  Drucker  pointed 
out  recently  (Forbes,  Jan.  IS),  is  the 
time  to  worry.  ■ 
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Comments  by  the  Chairman/The  Rt.  Hon.  Lord  Barber 


Profits  before  taxation  for 
the  year  ended  31st  December 
1981  amounted  to  £260  million, 
compared  with  £233  million 
the  year  before.The  net  profit 
attributable  to  shareholders, 
after  deducting  taxation  and 
minority  interests,  was  £135  mil- 
lion or  156  pence  per  share.The 
total  dividend  proposed  for 
the  year  is  37  pence  per  share. 

The  triennial  valuation  of 
group  properties  resulted 
in  a  net  surplus  of  £234  million, 
which  has  been  added  to 
group  reserves,  and  the  total  of 
shareholders'  funds  at  the  end 
of  1981  amounted  to  £1,023 
million.The  directors  have 
recommended  a  bonus  issue 
of  one  fully  paid  ordinary  share 
for  each  two  ordinary  shares 
currently  held,  after  which  the 
issued  capital  of  the  bank  will 
amount  to  £130  million. 

In  commercial  banking, 
the  group's  strong  domestic 
banking  systems  in  Africa  pro- 
duced very  satisfactory  results 


Profits  before  taxation  up  12% 
Earnings  per  share  up  24% 
Dividend  up  14% 

Shareholders' Funds  now 
£1,023  million 

Total  Assets  now 
€19,822  million 


1,500  offices  in  60  countries 
around  the  world. 


and  the  branch  operations  of 
The  Chartered  Bank  in  the 
East  sustained  their  profitable 
contributions. The  newer  group 
branches  in  Europe  achieved  a 
significant  increase  in  earnings, 
as  did  the  international  and 
treasury  divisions  in  London, 
both  of  which  made  record 
profits.  Group  merchant  banks 
had  a  good  year.  The  instal- 
ment finance  companies  in 
Britain  and  South  Africa  were 
adversely  affected  by  interest 
movements  on  their  fixed  rate 
lending,  as  was  Union  Bank  in 
California. 

During  the  twelve  years 
since  the  Standard  Chartered 
Bank  group  was  created,  we 
have  developed  new  commer- 
cial banking  operations  in  the 


metropolitan  market  places  c 
Europe  and  North  America  tc 
complement  our  traditional 
branch  networks  in  Africa  anc 
the  East.  At  the  same  time  we 
have  used  the  strength  of  out 
balance  sheet  to  make 
acquisitions  in  related  finaro 
services  companies,  as  well  al 
to  invest  in  the  Mocatta  group 
of  companies  and  to  underta. 
the  purchase  of  Union  Bank  ir 
California. 

While  not  all  these 
developments  are  yet  making 
a  satisfactory  contribution,  wei 
have  endeavoured  to  secure  a 
foothold  in  most  of  the 
banking  market  places  that  arc 
open  to  us  in  the  free  world 
and  to  develop  the  experience 
and  skills  that  will  ensure  a 
worthwhile  business  for  us  in 
the  future. 

With  the  strength  provide 
by  the  diversified  structure 
and  operations  of  the  Standar 
Chartered  group,  we  are  well 
placed  to  maintain  progress. 


Copies  of  the  Annual  Report  and  Accounts  and  of  the  Chairman's  Statement  may  be  obtained  from 
Standard  Chartered  Bank  160  Water  Street.  New  York  N  Y  10038-4995  Union  Bank.  445  South  Figueroa  Street.  Los  Angeles.  California  90071 


The  batik  with  experience  the  world  over. 


Capital  Markets 


Some  new  investment  wrinkles — if  you 
can  iron  out  the  tax  consequences. 

HERE'S  A  BIT 
OF  EVERYTHING 


By  Ben  Weberman 


Fixed-income  investors  are  being 
offered  some  new  bank  obligations 
that  carry  a  little  bit  of  every- 
thing. They're  a  combined  play  on 
the  bond  market,  money  market 
and  stock  market — with  a  flier  on 
options  and  futures  thrown  in. 
These  catchall  securities  may 
spread  to  the  industrial  sector,  but 
right  now  banks  like  the  idea  that 
the  funds  they  bring  in  count  as 
primary  capital. 

A  buyer  gets  noncallable  debt 
with  a  contract  to  buy  stock  at- 
tached. It  resembles  convertible  de- 
bentures because  the  par  value  of  the 
debt  security  may  be  exchanged  for 
equity.  But  there  is  a  big  difference: 
The  stock  purchase  contract  is  just 
that,  a  mandatory  obligation  to  buy 
$1,000  of  stock  for  each  $1,000  of 
face  amount  of  debt.  By  contrast,  the 
exchange  of  debt  for  stock  on  a  con- 
vertible debenture  is  optional;  hold- 
ers aren't  forced  to  swap. 

Even  more  exotic,  the  stock  pur- 
chase contract  can  be  cut  off  from 
the  debt  obligation.  This  "strip- 
ping" requires  that  a  buyer  post 
$1,000  of  collateral  to  insure  that 
funds  are  available  for  the  purchase 
of  the  stock.  Presto.  Staid  bankers 
have  unleashed  an  innovative  in- 
vestment hybrid  on  Wall  Street. 

Manufacturers  Hanover  Corp. 
was  first  to  move.  On  Apr.  22  it  sold 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


$100  million  of  15%%  "equity  con- 
tract notes"  maturing  in  1992. 
Chase  Manhattan  Corp.  came  to 
market  a  week  later  with  $150  mil- 
lion of  15'/2%  "equity  contract 
notes,"  also  maturing  in  1992. 

Here's  how  the  Manny  Hanny  is- 
sue works:  Each  $1,000  unit  sold 
initially  for  $1,000.  The  debt  por- 
tion pays  the  going  market  rate  of 
15V8%  interest  semiannually  and  is 
not  callable  for  the  full  ten-year 
term.  The  attached  mandatory 
stock  purchase  contract  requires 
the  holder  to  buy  $1,000  worth  of 
MHT  stock  at  $55.55  per  share  at 
any  time  within  the  first  9  years  and 
364  days.  On  the  tenth  anniversary, 
the  stock  price  of  the  mandatory 
contract  will  be  the  lower  of  $55.55 
or  the  then  current  market  price, 
with  a  floor  of  $40  a  share. 

Is  that  a  bargain?  Judge  for  your- 
self. MHT  now  trades  at  32  a  share. 
The  exercise  price  of  the  new  equity 
notes  is  well  above  the  current  mar- 
ket Most  convertibles  start  out 
with  a  premium  of  15%  to  20%. 
This  one  is  at  25%  to  74%  premi- 
um, but  other  features  may  make 
the  higher  premium  justifiable. 

Under  the  terms  of  the  offering, 
the  debenture  is  collateral  for  pur- 
chase of  the  stock  while  the  two  are 
attached.  Otherwise  it  is  up  to  the 
holder  of  the  stock  contract  to  post 
collateral.  This  can  be  satisfied  in  a 
number  of  ways.  U.S.  Treasury  obli- 
gations maturing  no  later  than  Apr. 
15,  1992  will  work.  So  will  double- 
A-rated  bank  certificates  of  depos- 
it— other  than  MHT — or  a  letter  of 
credit. 

Terms  on  Chase  Manhattan's  is- 
sue differ  slightly.  The  coupon  on  the 
fixed  1 O'/t-year  debt  of  1 5  Vi%  is  about 
3/8%  more  than  the  current  market 
level.  Buying  a  $1,000  Chase  stock 
equity  note  means  you  must  buy 
stock  at  $97.56  within  the  first  9 
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years  and  364  days  or  the  lower  of 
$97.56  or  the  prevailing  market  level 
for  shares,  with  a  floor  of  $83.34  at 
final  maturity.  Chase  sells  at  55,  so 
the  premium  for  stock  purchase  is 
52%  to  77%. 

For  collateral,  Chase  accepts  cash 
or  the  attached  note  as  well  as  Trea- 
sury issues  with  a  final  maturity  of 
May  1,  1992  or  earlier,  or  its  own 
zero-coupon  notes. 

The  most  interesting  alternative 
available  for  individuals  is  collater- 
alizing the  Chase  mandatory  con- 
tract with  zero-coupon  bonds  ma- 
turing no  later  than  May  1,  1992. 
That  minimizes  capital  costs.  Con- 
veniently, Chase  Manhattan  Corp. 
also  just  came  to  market  with  $175 
million  worth  of  zeros  at  a  price  of 
$252.93  per  $1,000  of  face  value  that 
meets  the  collateral  terms  perfectly. 

Now  hold  on  to  your  hat.  Even 
though  the  exercise  price  of  the 
Chase  stock  under  the  mandatory 
contract  is  between  $83.34  and 
$97.56,  you  can  lower  that  to  just 
over  $25.  Here's  how:  Buy  the 
Chase  equity  note  unit.  Strip  off  the 
debt  portion  and  sell  it  for  just  about 
your  cost.  Then  buy  a  Chase  zero- 
coupon  bond  to  use  as  collateral  for 
the  contract.  That  sets  your  per- 
share  exercise  price  in  1992  be- 
tween $21  and  $25.  If  you're  bullish 
on  Chase  stock,  that's  a  sweet  deal, 
since  you  pick  up  shares  in  ten  years 
at  roughly  half  their  current  price. 

For  a  different  wrinkle,  buy  a  ten- 
year  Treasury  bond  that  yields  14% 
as  collateral,  and  draw  that  interest 
while  retaining  the  right  to  buy 
Chase  stock  within  the  stated  range. 

A  word  of  warning,  however,  to 
those  investors  who  choose  to  use 
zero-coupon  bonds  as  collateral  for 
the  mandatory  contracts  that  ac- 
company either  of  these  issues:  The 
imputed  interest  each  year  from  the 
initial  offering  price  to  maturity  is 
taxable  just  as  if  you  received  it.  For 
those  of  you  in  higher  tax  brackets, 
that  may  sour  the  deal  considerably. 

The  bottom  line:  The  new  stock 
purchase  notes  are  wonderful  secur- 
ities— beautifully  tailored  for  those 
who  believe  interest  rates  will  fall 
and  stock  prices  will  rise.  The  com- 
bination of  a  fixed  rate  of  return  on 
debt  that  collateralizes  an  attrac- 
tively priced  stock  purchase  con- 
tract is  a  double-barreled  play  that 
hits  a  bull's-eye  over  the  long 
term.  ■ 
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The  emphasis  on  "safe"  stocks — utilities, 
foods  and  soaps — is  overdone.  Apprecia- 
tion, after  all,  is  what  the  game  is  about. 

FEAR  VERSUS 
GREED 


By  Heinz  H.  Biel 


Nobody  is  quite  sure  as  yet  whether 
this  year's  spring  rally  is  just  that,  a 
rally  in  a  continuing  bear  market,  or 
whether  it  might  not  be  the  first  leg 
of  a  major  and  sustained  upward 
move.  After  reading  other  people's 
market  letters  or  listening  to  the 
sages  on  Wall  Street  Week,  one  can  be 
certain  of  only  one  thing:  Ambiva- 
lence is  rampant. 

As  this  isn't  of  much  help  to  any- 
body, I'll  stick  my  neck  out  and  give 
my  personal  opinion  for  whatever  it 
may  be  worth.  I  believe  that  the 
great  majority  of  stocks  and  most 
probably  the  major  averages,  too, 
have  seen  their  bear  market  lows, 
and  I  have  begun  to  put  some  of  the 
money  market  reserve  funds  back 
into  stocks.  The  downside  risk 
seems  so  much  smaller  than  the 
potential  gain  on  the  upside. 

What  is  particularly  interesting 
about  this  rally  is  that  stock  buyers 
have  been  timid  rather  than  aggres- 
sive. Fear  still  seems  to  be  stronger 
than  greed.  Just  look  at  what  they 
have  been  buying:  electric  utilities, 
the  tobaccos,  food  and  soap  compa- 
nies and  other  "safe,"  recession-re- 
sistant stocks. 

This  emphasis  on  safety  has  been 
a  rewarding  experience  so  far,  but 
there  comes  a  point  when  these  ba- 
sically defensive  stocks  no  longer 
offer  a  worthwhile  appreciation  po- 


Heinz  H  Biel  is  a  vice  president  of.  the  NYSE 
firm  of  ] annex  Montgomery  Scott 


tential,  particularly  in  competition 
with  14%  yields  on  intermediate- 
term  Treasury  notes.  Two  highly 
regarded  investment  stocks,  Procter 
&  Gamble  and  Schlumberger,  may 
best  illustrate  this  point. 

At  the  end  of  1980,  when  the  Dow 
was  at  964,  Procter  &  Gamble  sold 
at  69,  or  about  8.6  times  the  $8-a- 
share  earnings  for  that  (calendar) 
year.  That  multiple  was  fairly  well 
in  line  with  the  7.9  P/E  for  the  DJI. 

At  the  same  time,  year-end  1980, 
Schlumberger  was  still  a  shining 
star.  It  sold  at  78,  more  than  22 
times  that  year's  earnings — yielding 
next  to  nothing.  Obviously, 
Schlumberger  was  not  exactly  on 
the  bargain  counter,  whereas 
Procter  &.  Gamble  was  very  reason- 
ably priced. 

But  look  at  them  now.  While  the 
general  market  was  going  down,  PG 
advanced  gradually  to  87,  its  best 
price  in  more  than  three  years,  for  a 
gain  of  26%.  It  now  sells  at  a  multi- 
ple of  better  than  9  times  this  (fis- 
cal) year's  estimated  earnings  of 
about  $9.40  a  share,  yielding  4.8%. 
These  ratios  are  pretty  much  the 
same  as  they  were  at  the  end  of 
1980,  but  the  stock,  while  still  "fair- 
ly" priced,  is  hardly  underpneed. 

Schlumberger,  in  contrast,  was 
knocked  down  mercilessly,  in  line 
with  all  other  energy-related  stocks. 
After  hitting  a  low  of  40  in  March, 
the  stock  has  recovered  to  47  at 
present,  and  sells  at  less  than  9  times 
estimated  1982  earnings  of  about 
$5.30  a  share.  This  is  an  exceptional- 
ly low  multiple  for  Schlumberger.  It 
is  even  below  its  previous  alltimc 
low  multiple  of  9.8  times,  reached  1 5 
years  ago.  The  dividend  yield,  how- 
ever, is  still  negligible. 

If  you  are  a  "Safety  First"  inves- 
tor, you  may  still  prefer  Procter  & 
Gamble  over  Schlumberger.  PG  is 
an  almost  unassailable  colossus, 


and  one  of  the  least  controversial 
predictions  is  that  earnings  and 
dividends  will  continue  to  rise,  year 
after  year,  just  as  they  have  done  in 
past  decades.  One  of  these  days  PG 
may  even  get  back  to  its  alltime 
high  of  120,  reached  in  1973,  when 
it  was  one  of  the  Nifty  Fifty  one- 
decision  stocks. 

Schlumberger  is  a  different  breed 
of  stock.  There  are  few,  if  any,  com- 
panies of  its  size  (1981  revenues 
were  nearly  $6  billion)  that  can 
equal  its  dynamism.  The  present  oil 
glut,  which  may  or  may  not  be  a 
temporary  phenomenon,  has  not 
had,  nor  is  it  likely  to  have  in  the 
years  ahead,  a  significantly  adverse 
effect  on  Schlumberger  earnings. 

Schlumberger  still  sells  at  a  mod- 
est premium  multiple,  but  that  pre- 
mium is  clearly  justified.  Let  the 
earnings  record  speak  for  itself: 


1975 

$0.77 

1979 

$2.30 

1976 

1.01 

1980 

3.47 

1977 

1.39 

1981 

4.37 

1978 

1.75 

1982E 

5.20-5.40 

Investors  who  share  my  opinion 
that  the  bear  market  may  have  end- 
ed should  become  somewhat  more 
aggressive  in  their  stock  selections 
and  not  buy  those  that  already  have 
had  a  substantial  advance.  As  I  have 
said  here,  time  and  again,  stocks 
should  be  bought  for  their  apprecia- 
tion potential,  not  because  they  are 
relatively  safe. 

Among  the  depressed  stocks  I 
have  in  mind  are  National  Medical 
Enterprises  (16),  Combust ioi  Engineer- 
ing (26),  General  Signal  (37),  Raytheon 
(34),  Deere  &  Co.  (30),  Nucor  (46)  and 
Santa  Pe  Industries  (16).  All  of  them 
are  expected  to  show  higher  earn- 
ings this  year  than  last,  except 
Deere,  which  is  having  a  rough 
time,  although  not  nearly  as  bad  as 
other  farm  equipment  makers. 

If  you  have  reached  the  conclu- 
sion that  the  recession  has  bot- 
tomed, even  though  clear  evidence 
for  this  is  still  lacking,  and  if  you 
don't  mind  the  greater  speculative 
risk  inherent  in  cyclical  industries, 
you  -might  consider  those  terribly 
depressed  and  friendless  groups 
such  as  the  steels  and  nonferrous 
metals,  building,  chemicals,  paper 
stocks  and  others.  If  the  recent  ad 
vance  should  prove  to  be  more  than 
just  a  rally,  the  possible  percentage 
gain  in  these  cyclicals  is  likely  to  be 
greater  than  the  ones  mentioned 
above.  ■ 
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to:  The  serious  investor  who  demands  superior  results 
from:  The  Value  Line  Investment  Survey 

2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 


TIMELINESS  1 

Average 
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Market  Trends 


With  inflation  slowing,  an  entirely  differ- 
ent investment  approach  is  needed. 

A  BIG 
DIFFERENCE 


By  Richard  B.  Hoey 


Secular  monetary  policy  is  different 
in  this  cycle,  and  that  makes  all  the 
difference.  We  define  secular  mone- 
tary policy  as  the  average  stance  of 
monetary  policy  over  a  full  business 
cycle  of  four  or  five  years.  It  is  dis- 
tinct from  cyclical  changes  in  poli- 
cy over  the  course  of  the  cycle. 

Until  Oct.  6,  1979  secular  mone- 
tary policy  was  accommodative,  de- 
signed primarily  to  foster  economic 
expansion.  (It  was  not  designed  as 
an  inflationary  policy  although 
that's  what  it  proved  to  be.)  On  that 
date  the  fundamental  stance  shifted 
from  accommodative  to  anti-infla- 
tionary. The  Fed  adopted  a  reserve 
control  technique  linked  to  mone- 
tary targets,  which  replaced  its  old 
practice  of  merely  controlling  the 
Fed  funds  rate. 

When  the  Fed  attempted  to  con- 
trol the  Fed  funds  rate  directly,  it 
was  hesitant  to  permit  interest 
rates  to  rise  enough  to  restrain 
money  creation  until  late  in  the 
business  cycle,  when  inflation  was 
raging  out  of  control.  Because  the 
Fed  was  so  slow  to  respond,  the  im- 
bedded rate  of  inflation  kept  shift- 
ing upward  in  each  cycle;  inflation 
kept  racheting  up  to  higher  highs 
and  higher  lows.  The  Fed's  new  sec- 
ular monetary  policy,  by  contrast, 
is  designed  to  drive  the  underlying 


Richard  B  Hoey  is  first  lice  president,  econo- 
mist and  investment  strategist  at  Bache  Hal- 
sey  Stuart  Shields. 


rate  of  inflation  downward,  not 
merely  to  cool  off  the  inflationary 
explosions  in  the  final  stages  of 
business  expansion. 

This  change  was  the  fundamental 
cause  of  the  1981-82  recession.  All 
the  other  postwar  recessions  oc- 
curred in  the  aftermath  of  business 
booms  as  the  Fed  struggled  to  re- 
strain rising  inflation.  But  the  U.S. 
economy  in  early  1981  had  a  low 
capacity  utilization  rate,  a  weak  la- 
bor market  and  declining  inflation. 
Fed  tightening  in  1981  was  not  a 
defensive  tactic  to  prevent  inflation 
from  rising  but  rather  an  offensive 
tactic  designed  actively  to  drive  in- 
flation downward. 

The  1981-82  recession  arrived 
just  in  time  to  create  an  exception- 
ally weak  labor  market  during  the 
crucial  1982  wage  round.  Every 
three  years  there  is  a  bunching  of 
wage  negotiations  in  major  Ameri- 
can industries  that  set  the  tone  for 
wages  for  the  next  several  years. 
Because  of  the  second  recession, 
wage  settlements  have  been  low 
this  year,  in  many  cases  involving 
givebacks.  As  a  result,  the  Federal 
Reserve  has  succeeded  in  driving 
down  the  underlying  rate  of  infla- 
tion. You  may  not  like  the  conse- 
quences, but  the  Fed's  on  target 
with  its  disinflationary  secular 
monetary  policy. 

This  tight  monetary  policy  has 
unfortunately  coincided  with  major 
fears  of  excessive  deficits  in  future 
years.  It's  not  that  the  deficit  this 
year  is  excessive.  It's  perfectly  nor- 
mal and  appropriate  for  the  deficit 
to  rise  in  recession  years.  The  cycli- 
cal element  in  the  deficit  does  little 
damage,  since  higher  Treasury  de- 
mand for  credit  is  offset  by  lower 
demand  for  credit  to  buy  houses, 
autos,  inventories,  etc. 

It's  the  permanent  deficit  that 
persists  even  into  the  economic  re- 


covery that  is  the  problem.  In  years 
past,  every  budget  document  fore- 
cast a  budget  surplus  four  or  five 
years  down  the  road.  This  forecast 
surplus  was  caused  by  the  forecast 
rise  in  tax  revenues  brought  on  by 
"bracket  creep,"  as  inflation  drove 
people  into  higher  and  higher  brack- 
ets. The  government  always  as- 
sumed that  Congress  would  control 
its  spending  propensity,  driving  the 
budget  into  surplus.  That  assump- 
tion was  of  course  laughable  and 
none  of  those  forecast  surpluses 
ever  occurred. 

Because  the  1981  tax  bill  indexed 
the  tax  brackets  permanently,  this 
game  has  come  to  an  end.  As  a  re- 
sult of  assuming  automatic  tax  cuts 
rather  than  automatic  tax  increases, 
the  further  out  in  time  you  go,  the 
more  horrendous  the  forecast  defi- 
cits become.  Of  course,  that's  all  on 
the  assumption  that  Congress  will 
never  do  anything  to  correct  the 
problem.  It  probably  won't  act 
quickly,  but  the  odds  are  that  Con- 
gress will  gradually  move  to  a  more 
disciplined  fiscal  policy  over  the 
next  several  years. 

The  implications  for  stock  inves- 
tors of  this  pattern  of  monetary 
and  fiscal  policy  are  clear:  that  the 
best  stocks  to  own  in  the  future 
will  be  those  that  get  their  profit 
growth  from  real  growth  rather 
than  inflation. 

One  industry  that  should  experi- 
ence powerful  real  growth  in  profits 
is  the  defense  electronics  industry. 
We  expect  sales  of  defense  electron- 
ics to  grow  at  a  21%  annual  rate 
between  1982  and  1987,  which 
should  be  several  times  the  rate  of 
inflation.  In  addition  to  Watkins- 
Jobnson  (30),  which  we  have  recom- 
mended in  past  columns,  we  favor 
Sanders  Associates  (46). 

Sanders  Associates  has  a  strong 
position  in  electronic  countermeas- 
ures,  signal  intelligence  and  ocean 
surveillance.  It  was  a  dead  business 
for  the  company  in  the  1970s,  with 
sales  to  the  federal  government  ba- 
sically flat  for  the  decade.  But  with 
the  buildup  in  defense  electronics, 
Sanders  should  experience  a  growth 
in  sales  of  about  24%  between  1981 
and  1986,  with  earnings  per  share 
compounding  at  a  slightly  faster 
rate.  Earnings  per  share  were  $2.75 
in  1981  and  could  exceed  $8  by 
1986.  We  think  it's  a  basic  buy-and- 
hold  growth  stock.  ■ 
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The  Board  of  Directors  of 
ENSERCH  Corporation  on 
April  20,  1982,  declared  a 
regular  quarterly  dividend 
of  40  cents  per  share  of 
common  stock,  payable 
June  7,  1982,  to  share- 
holders of  record  May  21, 
1982. 


For  additional  information, 
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Brown,  Vice  President,  Dept.  C, 
ENSERCH  Center,  Box  999, 
Dallas,  Texas  75221. 
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It  may  turn  out  that  we  are  unable  to 
bear  the  pain  of  letting  inflation  end. 

THE  TURNING 
POINT 


By  Ashby  Bladen 


By  now  it  seems  reasonably  clear 
that  the  inflation  that  has  plagued 
us  for  the  last  two  decades  is  essen- 
tially over,  at  least  as  far  as  the 
forces  that  make  prices  in  the  mar- 
ketplace are  concerned.  Those 
forces  are  turning  powerfully  defla- 
tionary as  the  general  awareness 
spreads  that  overextended  people, 
businesses  and  countries  are  likely 
to  go  bust  and  overgenerous  lenders 
are  likely  to  suffer  severe  losses. 
Those  overextended  borrowers  now 
have  to  sell  their  assets,  be  they 
automobiles,  oil,  grains  or  air- 
planes, for  whatever  they  will  bring 
on  the  market  in  order  to  pay  down 
their  most  pressing  debts. 

However,  one  thing  that  is  abso- 
lutely clear  is  that  the  inflation  will 
not  go  away  peacefully  or  painlessly. 
There  is  simply  no  way  that  it  can 
end  without  severely  hurting  every- 
body who  has  bet  too  heavily  upon 
its  continuation  with  too  much  bor- 
rowed money.  It  may  turn  out  that  as 
a  people  we  are  unwilling  to  bear  the 
pain  and  grief  that  letting  the  infla- 
tion end  will  inevitably  entail,  and 
that  we  will  turn  to  the  political 
process  to  overrule  market  forces  in 
order  to  postpone  the  pain  by  con- 
tinuing the  inflation. 

It  is  also  clear  that  a  continuation 


Ashby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


of  the  inflation  would  lead  quite 
rapidly  to  serious  economic  trouble. 
For  many  years  the  inflation  has 
provided  an  enormous  subsidy  to 
borrowers  and  buyers  of  real  things 
at  the  expense  of  savers  and  inves- 
tors in  financial  claims,  and  this 
transfer  was  unwittingly  aided  and 
abetted  by  politicians  who  were  try- 
ing to  accomplish  ends  that  are  de- 
sirable in  themselves,  but  who  did 
not  realize  that  an  inevitable  side 
effect  would  be  an  inflationary  over- 
expansion  of  credit  and  eventual  fi- 
nancial crisis. 

For  example,  throughout  the 
postwar  era  political  regulations 
have  held  down  the  interest  rates 
that  deposit  institutions  could  pay 
on  savings  so  that  those  institutions 
in  turn  could  make  low-interest- 
rate  mortgage  loans  to  home  buyers. 
The  trouble  is  that  the  savers  have 
caught  on  and  are  abandoning  the 
century-old  habit  of  leaving  their 
savings  with  those  institutions.  In- 
stead they  now  use  them  to  buy 
money  market  funds  and  to  make 
other  short-term  investments  that 
pay  market  rates  of  interest.  They 
also  save  a  good  deal  less  than  they 
used  to.  Further  attempts  to  subsi- 
dize borrowers  and  spenders  at  the 
expense  of  savers  and  investors  are 
likely  to  provoke  the  latter  into 
ceasing  to  save  at  all  and  thus  bring 
economic  progress  to  a  screeching 
halt.  We  will  succeed  in  breaking 
the  inflation  at  the  minimum  cost 
in  deflationary  pain  and  grief  only  if 
we  develop  a  clearer  understanding 
of  the  inflationary  process  than  the 
conventional  economic  wisdom 
now  gives  us. 

In  my  last  column  I  made  the 
somewhat  technical,  but  also  cru- 
cially important,  point  that  total 
debts  outstanding  have  maintained 
a  stable  relationship  to  current-dol- 
lar gross  national  product  for  many 
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years  precisely  because  it  is  changes 
in  the  amount  of  debts  outstanding 
that  cause  the  corresponding 
changes  in  nominal  GNP.  The  two 
inferences  that  academically 
trained  but  financially  inexperi- 
enced economists  draw  from  this 
stable  relationship  are  unwarranted. 
The  first  such  inference  is  that  the 
expansion  of  credit  cannot  be  the 
cause  of  the  inflation  because  credit 
is  not  growing  more  rapidly  than 
nominal  GNP.  I  argued  that  any  ex- 
tension of  credit  creates  purchasing 
power  as  long  as  the  borrower  gives 
the  lender  a  note  that  can  be  either 
sold  on  the  market  or  rediscounted 
at  the  bank  if  the  lender  wants  to 
spend  his  purchasing  power  before 
the  borrower  pays  him  back. 

The  extra  purchasing  power 
comes  ultimately  from  the  Central 
Bank,  which  in  this  country  we  call 
the  Fed,  which  practically  always 
stands  ready  to  lend  to  the  other 
banks  in  the  financial  system.  The 
Central  Bank  can  create  all  the  cred- 
it it  wants  because  it  represents  the 
Government  of  the  National  State, 
whose  credit  is  unlimited  as  long  as 
it  can  maintain  the  coercive  power 
needed  to  control  the  people  in  the 
State.  And  that  extra  purchasing 
power  goes  either  to  increase  the 
demand  for  real  output  or,  if  it  is 
excessive,  to  push  prices  up.  Either 
way,  it  increases  the  nominal  GNP 
correspondingly.  Once  inflation 
sets  in,  the  only  way  the  Central 
Bank  can  break  it  is  to  refuse  to 
create  all  the  credit  that  the  market 
demands,  thereby  causing  the  least 
creditworthy  borrowers  to  go  broke. 

The  second  inference  academic 
economists  draw  reveals  an  abys- 
mal ignorance  of  the  practical  work- 
ings of  the  financial  system.  They 
say  we  cannot  be  heading  for  a  crisis 
because  debts  are  not  rising  faster 
than  the  incomes  from  which  they 
must  be  paid.  However,  credit  ana- 
lysts know  that  what  counts  is  the 
relationship  between  debt  senice  re- 
quirements, and  incomes.  And  total 
debt  service  requirements  are  rising 
much  faster  than  incomes — is  not 
only  because  interest  rates  have 
gone  through  the  roof  but  also  be- 
cause, after  two  decades  of  constant 
losses  on  long-term  bonds,  lenders 
are  rebelling  and  demanding  that 
debts  be  repaid  a  lot  faster  than  they 
used  to  require.  The  result:  Credit 
ratings  are  deteriorating  rapidly.  ■ 


RJReynolds  Industries,  Inc. 
Common  Stock  Dividend 

A  quarterly  dividend  of  70  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company,  payable 
June  5,  1982  to  stockholders  of  record  at  the  close  of 
business  May  10,  1982. 


H.  C.  ROEMER 

Senior  Vice  President, 
General  Counsel  and  Secretary 
Winston-Salem,  N.  C,  April  28,  1982 

Eighty-Two  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Foods  and  Beverages 
Containerized  Shipping 


Energy 
Packaging 


Peak 
Money  Market 
yields 


Our  money  market  fund  offers: 

□  Prompt  liquidity  by  telephone 

□  Free  checkwriting  over  $500 

□  No  early  withdrawal  interest 
penalty 

□  Free  exchange  with  other 
Price  stock  and  bond  funds 

□  No  sales  charge 

Call  toll  free  1-800-638-5660. 
In  Maryland  1  -800-492- 1 976. 
In  Baltimore  547-2308. 

For  more  complete  information  including 
management  fee  and  other  charges  and 
expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money, 


T.  Rowe  Price  Prime  Reserve  Fund,  Inc. 


A  No-Luad  Fund.  T.  Rowc  Price  Marketing.  Inc.  Dept.  A6.  100  E.  Pratt  St..  Baltimore.  MD  2 1 202 


Name. 


Address. 
City  


State. 


Zip. 
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"Sue/"  cried  my  friend  when  he  saw  how 
his  father's  trust  had  wasted  away  over 
two  decades.  But  it  was  too  late. 


IMPRUDENCE 


By  John  Train 


An  acquaintance  of  mine  called  up 
recently  in  a  state  of  considerable 
agitation.  "Mother's  estate  was  fi- 
nally settled  the  other  day,"  he  said, 
"and  we  had  a  good  look  at  what  the 
Petrified  Trust  Co.  had  done  over  all 
these  years  with  my  father's  trust. 
We  were  appalled!  It  was  $2  million 
in  1961,  when  he  died,  and  what  do 
you  think  it  is  now?  Guess — after 
20  years!" 

I  knew  what  to  expect.  "One  and 
a  half  million?"  I  replied. 

"Well,  just  about.  A  million  six. 
How  did  you  know?" 

"In  those  days  the  Petrified  was 
usually  half  in  stocks  and  half  in 
bonds,"  I  answered,  "so  that's  a  bit 
worse  than  the  Dow  for  the  stocks. 
The  rest  is  in  line  with  long-term 
bonds,  particularly  municipals." 

"Anyway,  we're  very  upset,"  said 
my  acquaintance.  "We  think  we've 
got  a  case." 

"Probably  not,"  I  said.  "I'm  afraid 
you've  got  a  case  of  righteous  indig- 
nation here,  not  a  case  at  lav/.  Have 
you  read  the  Prudent  Man  Rule?" 
My  friend  admitted  that  he  hadn't. 
"Well,"  I  continued,  "read  it.  It  puts 
no  obligation  on  the  trustee  to  keep 
up  with  changing  times  or  to  beat 
the  averages,  just  not  to  trade  or  to 
buy  junk.  And,  in  general,  I'm  for 


John  Train  is  president  of  Train,  Smith, 
investment  Counsel.  New  York,  and  the 
author  of  The  Money  Masters  and  Dance  of 
the  Money  Bees 


that.  For  most  trustees,  investing's 
like  quicksand:  The  more  you  strug- 
gle the  worse  you  do." 

But  times  have  changed  and  so 
should  the  Prudent  Man  Rule.  I'm 
glad  to  find  that  my  columns  on 
"The  Trustee's  Dilemma"  a  couple 
of  years  ago  are  stimulating  a  reex- 
amination of  the  problem.  An  arti- 
cle by  William  H.  Cooper  of  the  Ft. 
Worth  National  Bank  in  the  March 
issue  of  Trusts  and  Estates  makes  in- 
teresting points  on  this  subject. 

Cooper  notes  that  originally  the 
only  duty  of  the  trustee  in  medieval 
England  was  to  preserve  a  landed 
estate — res — from  forfeiture.  As  es- 
tates came  to  include  business  and 
other  interests,  the  res  broadened 
into  the  corpus,  or  "body,"  of  the 
trust.  Then  came  the  idea  of  preserv- 
ing the  value  of  the  trust.  Value  was 
measured  in  pounds  or  dollars  (both 
linked  to  gold)  rather  than  purchas- 
ing power,  since  depreciating  cur- 
rency only  came  in  when  the  gold 
standard  went  out.  "Legal  lists"  of 
proper  investments,  usually  govern- 
ment bonds,  were  promulgated. 

In  the  19th  century  the  Prudent 
Man  Rule  for  trustees,  which  has 
since  been  almost  universally  ac- 
cepted, specified  the  following: 

1.  "The  trustee  can  invest  in 
stocks,  bonds  or  other  investments 
that  are  prudent  under  the  particu- 
lar circumstances." 

2.  a)  "The  trustee  must  observe 
how  men  of  prudence,  discretion 
and  intelligence  manage  their  own 
affairs.  .  .  ." 

b)  "Not  in  regard  to  speculation, 
but  in  regard  to  the  permanent  dispo- 
sition of  their  funds.  ..." 

c)  "Considering  probable  in- 
come, as  well  as  the  probable  safety  of 
capital."  (My  italics.) 

More  recently,  some  have  held 
that  every  holding  in  a  private  trust 
portfolio  should  be  prudent;  if  the 


whole  thing  eventually  does  all 
right,  that  may  still  not  justify  hav- 
ing bought  an  ill-considered  flyer 
that  became  worthless. 

Various  authorities  have  given 
their  views  on  what  constitutes 
speculation. 

First,  let  us  consider  Benjamin 
Graham's  distinction,  which  in  his 
writings  he  makes  repeatedly,  be- 
tween investment  and  speculation. 
An  investment  must  be  based  on 
thorough  analysis,  and  must  prom- 
ise safety  of  principal  and  a  satisfac- 
tory return.  Lacking  any  one  of 
these,  it  is  merely  a  speculation. 

I  would  define  it  thusly:  If  you 
buy  a  security  because  it  is  sup- 
posed to  "go  up,"  you  are  speculat- 
ing. An  investment  is  something 
that  you  decide  you  want  to  keep, 
like  a  farm,  because  you  foresee  a 
satisfactory  stream  of  earnings  and 
dividends  that  you  can  live  on. 

Now,  here  is  an  important  point: 
No  person  of  "prudence,  discretion 
and  intelligence"  would  today  in- 
vest his  own  funds  in  a  portfolio 
whose  stream  of  earnings  and  divi- 
dends was  to  wither  away  during  his 
lifetime.  At  recent  inflation  rates 
one  will  need  about  four  times  as 
much  income  after  tax  to  maintain 
today's  buying  power  20  years  from 
now.  Therefore,  a  portfolio  whose 
growth  of  earnings  and  dividends  is 
much  less  than  that  is  suspect. 

So  on  this  point  I  part  company 
with  the  eminent  Louis  S.  Headley, 
who  in  a  1946  speech  to  the  Ameri- 
can Bankers  Association  held  that 
investing  to  maintain  purchasing 
power  was  speculation.  Mr.  Head- 
ley  was  obviously  very  wrong  with 
hindsight,  and  I  believe  he  remains 
wrong  for  the  future.  This  has 
strong  implications  for  trustees  of 
two-generation  trusts  who  are  re- 
quired to  pay  out  all  interest  to  the 
income  beneficiaries.  It  means  that 
it  is  neither  prudent  nor  fair  for 
them  to  invest  in  an  all-bond  portfo- 
lio or  a  stock-bond  portfolio  with 
emphasis  on  high-income  stocks. 

So-  basically  the  Prudent  Man 
Rule  must  be  updated,  and  in  the 
meanwhile  lawyers  drafting  trust 
instruments  should  ask  testators  to 
state  their  priorities  carefully.  Oth- 
erwise the  people  you  want  to  pro- 
vide for  may  find  themselves  in  the 
same  position  as  my  college  friend: 
with  a  shrunken  relic  of  what  was 
once  a  sizable  estate.  ■ 
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Venture  Capital 


What  happens  when  things  get  so  scar\> 
that  the  venture  capitalists  lose  heart? 

STICK  WITH  IT 


By  Thomas  P.  Murphy 


One  hot  afternoon  last  July,  after  a 
bitter  meeting  with  two  venture 
capitalists  who  were  on  his  board, 
Murray  Ruben  went  back  to  the  of- 
fice with  sad  news  for  his  65  em- 
ployees. They  were  all  fired.  Ruben 
Corp.  was  going  into  bankruptcy. 

End  of  the  story?  Not  quite.  Mur- 
ray Ruben's  company  is  still  going 
and  now  he  owns  it  all — largely  be- 
cause he  has  simply  refused  to  give 
up.  When  I  talked  to  him  recently, 
he  was  bubbling  with  enthusiasm 
about  his  new  product.  It's  a  com- 
puter program  he  calls  ADE  (for  of- 
fice model  Application  Develop- 
ment Environment),  it  operates  on 
most  microcomputers,  and  it  is  so 
easy  to  use  that  almost  no  training 
is  needed  to  master  it.  Ruben  was 
looking  for  a  marketing  manager  for 
his  company  and  a  new  name.  I 
suggested  Phoenix.  Ruben  prefers 
Oaysis  and  thinks  he  may  have  a 
palm  tree  and  a  desert  pool  on  the 
letterhead. 

Ruben  is  certainly  no  stranger  to 
the  entrepreneurial  world.  After 
graduating  at  the  top  of  his  engi- 
neering class  at  City  College  of  New 
York,  then  picking  up  two  graduate 
degrees  from  MIT,  Ruben  joined 
Tyco  Labs  in  its  fast-growth  days. 
Tyco,  Ruben  recalls  fondly,  "ema- 
nated entrepreneurial  energy." 

Ruben  next  went  to  work  for 
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Digital  Equipment  Corp.,  but  the 
entrepreneurial  itch  was  still  there. 
With  a  fellow  DEC  employee,  Dr. 
Robert  Collings,  he  cofounded  Data 
Terminal  Systems.  The  product  was 
right,  a  new  electronic  cash  register, 
and  so  was  the  timing,  1970.  Mur- 
ray Ruben  became  a  millionaire. 
But  he  was  also  a  tired  and  lonely 
man.  "Where  can  you  meet  a  wom- 
an when  you're  working  16  hours  a 
day?"  he  asks. 

So  Ruben,  then  33,  retired.  He  did 
meet  a  woman,  got  married,  but  the 
old  restlessness  returned.  This  time, 
with  another  partner,  he  designed  an 
emergency  light  whose  battery 
would  stay  charged  for  15  years.  An- 
other business  was  launched. 

But  the  idea  that  intrigued  him 
more  stemmed  from  his  electronic 
cash  register  days.  "Say  somebody 
owns  five  McDonald's  restaurants," 
Ruben  explains.  "The  cash  registers 
tell  him  how  many  Big  Macs  and 
vanilla  milk  shakes  he  sold  that  day 
in  each  outlet,  but  the  totals  for  the 
five  have  to  be  tabulated  by  hand. 
My  idea  was  to  back-end  those  cash 
registers  with  a  minicomputer  and 
software.  Then  the  information 
could  be  generated  automatically. 

"I  knew  there  was  a  market,"  Ru- 
ben says.  "The  trick  was  getting  an 
inexpensive  product  and  'user 
friendly'  software."  Ruben  figured 
the  product  ought  to  sell  for  about 
$15,000.  "I  had  a  clear  definition  of 
the  product  and  I  knew  the  market- 
ing channels,"  he  says. 

But  the  definition  started  broad- 
ening, especially  after  Ruben  hired  a 
general  manager  for  his  company 
and  limited  himself  to  the  technical 
side  of  the  business.  The  marketing 
people  kept  adding  more  functions, 
and  a  simple  product  evolved  into  a 
complicated  management  informa- 
tion system.  With  it,  a  hardware 
store  owner  could  have  asked  his 
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computer,  "How  many  wrenches 
did  we  sell  last  month  for  more  than 
$2?"  Nice  features,  but  they  created 
problems.  Since  neither  cash  regis- 
ter dealers  nor  retailers  had  a  lot  of 
computer  expertise,  some  excep- 
tionally easy-to-use  software  had  to 
be  developed.  The  software  quickly 
outgrew  the  capacity  of  all  the  mini- 
computers on  the  market.  So,  Ru- 
ben Corp.  had  to  develop  its  own 
computer.  The  $15,000  product  be- 
came a  $50,000  product. 

Costs  to  do  all  this  were  outrun- 
ning Ruben's  personal  wealth.  In 
December  1980  he  raised  $2  million 
from  three  venture  capital  firms. 
That  relationship  got  off  to  a 
strained  start  with  the  investors. 
They  offered  little  premium,  Ruben 
contends,  for  the  time  and  money 
he  already  had  in  the  business.  "I 
accepted  the  deal  because  I  recog- 
nized that  I  did  not  have  a  prototype 
running,"  he  says. 

The  one  thing  Ruben  had  insisted 
on  was  a  simple,  straightforward 
contract — no  fancy  legal  work.  He 
didn't  get  that  either.  Ruben's  legal 
bill  wound  up  close  to  $100,000, 
and  his  lawyer  told  him  that  it  was 
one  of  the  most  complicated  deals 
he  had  ever  seen. 

By  May  of  last  year  the  company 
needed  still  more  money,  and  a 
fourth  venture  firm  came  in  for 
$750,000,  while  the  original  three 
added  $250,000.  It  was  supposed  to 
be  part  of  a  $2  million  financing,  but 
the  rest  of  the  funds  never  arrived. 
Although  by  then  the  company's 
product  was  working  and  1 7  orders 
were  booked,  the  venture  capitalists 
lost  heart.  They  were  discouraged 
by  the  costs  and  the  fact  that  the 
company  had  not  met  its  plan. 
Hence  that  bitter  meeting  last  July. 

What  was  left  for  Murray  Ruben? 
No  more  investors,  for  one  thing. 
The  bankruptcy  court  left  them 
with  nothing.  But  there  was  that 
new  software,  and  he  believed  in  it. 
He  again  dipped  into  his  own  pock- 
et— for  how  much  he  won't  say — 
and  emerged  from  Chapter  1 1  as 
sole  owner  of  the  company. 

Oaysis  should  do  close  to  $1  mil- 
lion in  sales  over  the  next  12 
months,  Ruben  says.  "I'm  boot- 
strapping this  time,"  he  concedes. 
"But  after  the  first  year  I  figure  we 
can  grow  at  200%  to  300%  a  year." 
Is  Ruben  out  of  the  woods?  Prob- 
ably not.  But  he  hasn't  quit.  ■ 
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The  slide  in  oil  prices  has  finally  stopped. 
But  is  it  just  a  pause  in  the  downward 
trend  or  has  the  market  really  turned? 

OIL  SPREADS 
EASILY 


By  Stanley  W.  Angrist 


The  cold  weather  that  hit  the  Mid- 
west and  Northeast  in  late  March 
and  early  April  made  at  least  a  few 
people  happy:  commodity  specula- 
tors holding  long  positions  in  heat- 
ing oil  futures.  Goodness  knows 
they  have  had  little  enough  to  give 
them  cheer  in  the  last  several 
months. 

In  early  November  heating  oil 
was  trading  at  prices  of  over  $1  per 
gallon;  by  early  March  prices  had 
weakened  to  under  70  cents.  A  rally 
commenced  in  mid-March  that  car- 
ried prices  to  nearly  85  cents. 

This  rather  sharp  reaction  is  at- 
tributable to  three  factors:  1)  the 
pickup  in  demand  no  doubt  caused 
in  part  by  unusually  cold  weather, 
2)  Saudi  Arabia's  threat  to  boycott 
major  oil  companies  that  are  not 
buying  adequate  quantities  of  Nige- 
rian crude  and  3)  Iran's  scoring  a 
major  victory  over  Iraq. 

In  March,  for  the  first  time  since 
November  1981,  monthly  disap- 
pearance of  distillate  was  higher 
than  the  year-earlier  figure.  Stocks 
of  heating  oil  fell  sharply  as  the 
heating  season  was  rapidly  drawing 
to  a  close,  declining  16.2  million 
barrels,  compared  with  a  drop  of 
only  7.4  million  barrels  in  1981. 

Then,  in  early  April,  the  refiners 
found  that  they  were  able  to  pur- 
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chase  heating  oil  in  the  spot  mar- 
ket, sell  it  at  wholesale  and  net  a 
profit  of  5  cents  per  gallon — more 
than  they  could  make  by  running  a 
barrel  of  $34  crude  through  their 
refineries.  It  is  also  possible  that 
refiners  are  as  uncertain  as  every- 
one else  as  to  the  direction  crude 
oil  prices  will  take  next. 

The  trade  had  expected  the  de- 
cline in  oil  prices  to  continue  a 
while  longer,  but  right  now  they 
appear  to  have  reached  a  plateau. 
This  is  due  in  no  small  part  to  the 
Saudis'  defense  of  OPEC's  weak 
link-the  Nigerians.  Saudi  Arabia 
has  threatened  to  boycott  oil  com- 
panies that  reduce  liftings  of  Nigeri- 
an crude  Production  has  fallen 
from  about  1.2  million  barrels  per 
day  prior  to  the  March  OPEC  meet- 
ing to  somewhere  under  700,000 
barrels  per  day. 

Understanding  this  decline  is  not 
too  difficult.  Nigeria  charges  $35.50 
per  barrel,  $4.50  above  comparable 
North  Sea  oil.  The  Nigerians  need 
all  the  revenue  they  can  get  to  fi- 
nance their  ambitious  five-year  de- 
velopment program.  Nonetheless,  it 
is  puzzling  how  not  selling  your  oil 
at  $35.50  is  preferable  to  selling  it  at 
$31.  A  number  of  oil  companies 
have  indicated  that  they  will  not 
renew  their  third-quarter  contracts 
unless  the  Nigerians  put  their 
prices  in  line. 

The  Saudis  and  Kuwaitis  say  that 
they  will  raise  a  $1  billion  loan  to 
defend  the  Nigerians'  foreign  re- 
serves. Reports  continue  to  surface 
that  the  Saudis  are  prepared  to  cut 
production  again  in  order  to  protect 
OPEC's  price.  Their  production  is 
now  averaging  about  7  million  bar- 
rels per  day — down  from  nearly  10 
million  less  than  two  years  ago. 

The  Middle  East  remains  a  tinder- 
box.  Iran's  recapture  of  much  of  its 
territory  from  Iraq  adds  to  its  repu- 


tation as  a  disquieting  force  in  an 
area  that  needs  no  more  such  forces. 
Under  Iran's  persuasion,  Syria  an- 
nounced that  it  had  closed  Iraq's 
pipeline  to  the  Mediterranean,  pos- 
sibly interrupting  the  flow  of 
350,000  to  500,000  barrels  of  oil  per 
day.  It  is  widely  believed  that  Iran, 
in  gratitude,  will  now  be  supplying 
Syria  with  oil  at  significant  dis- 
counts. It  has  also  been  reported 
that  Iran  has  concluded  contracts 
with  several  Japanese  companies  to 
sell  them  oil  at  $26  per  barrel.  This 
will  certainly  add  to  OPEC's  pricing 
difficulties. 

Other  events  that  could  influence 
world  oil  prices  include  a  possible 
preemptive  Israeli  invasion  of 
southern  Lebanon,  and/or  an  escala- 
tion of  civil  disturbances  on  the  Is- 
raeli-occupied West  Bank. 

In  view  of  these  factors,  taking  a 
long  or  short  position  in  heating  oil 
makes  me  fairly  uneasy  at  this  time. 
However,  I  am  willing  to  try  to  take 
advantage  of  some  patterns  that 
have  frequently  manifested  them- 
selves in  this  market.  There  has 
been  a  consistent  tendency  this  past 
year  for  the  nearby  months  to  go  to 
huge  premiums  over  the  more  de- 
ferred contracts  as  the  nearby  pre- 
pares to  go  off  the  board.  It  seems  to 
have  something  to  do  with  delivery 
problems  on  the  nearby  contract. 

I  believe  a  carrying-charge  spread 
in  heating  oil  is  of  relatively  low 
risk  and  could  show  considerable 
profit  as  long  as  the  pattern  contin- 
ues. There  are  a  number  of  them  of 
interest.  One  could  buy  August  and 
sell  October,  with  the  October  at 
least  250  points  higher.  Or  one 
could  buy  November  while  selling 
December,  with  the  December  car- 
rying at  least  a  150-point  premium. 
I  would  risk  no  more  than  100 
points  ($420)  from  my  entry  point, 
on  a  spread.  The  widest  premium 
any  two-month  spread  has  gone  to 
recently  has  been  about  360  points. 
The  widest  premium  any  one- 
month  spread  has  reached  is  about 
170  points.  I  would  look  for  the 
nearby  contract  to  go  to  at  least  a 
100-point  premium  to  the^nore  de- 
ferred. Thus  the  profit  potential  for 
the  August/October  spread  is 
$1,470,  while  it  is  $1,050  for  the 
November/December  spread. 

The  margin  on  a  heating  oil 
spread  is  $500,  while  the  round-turn 
commission  is  about  $80.  ■ 
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Ever  wonder  why  the  busboys  move  slow- 
ly when  a  restaurant  is  half  empty?  Its 
not  only  because  they  have  less  to  do. 

WAITER! 


By  Srully  Blotnick 
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Have  you  had  the  urge  to  open  a 
restaurant?  Or  invest  in  one?  If  so, 
the  first  rule  to  remember  is  this: 
People  trust  their  eyes  more  than 
their  tongues. 

Since  we  all  eat  out  a  lot  more 
these  days  and  so  many  people  fan- 
tasize about  the  restaurant  busi- 
ness, I've  been  doing  research  on  the 
subject.  For  instance,  I  recently 
asked  whether  people  prefer  crowd- 
ed restaurants  or  partly  empty  ones. 
More  than  83%— 1,051  of  1,265— of 
the  middle-  and  upper-income  indi- 
viduals I  surveyed  who  dine  out  reg- 
ularly replied  that  they  prefer  the 
place  to  be  nearly  empty.  Better  ser- 
vice that  way. 

They  say  it,  but  they  certainly 
don't  mean  it.  The  places  they  most 
prefer  are  almost  always  crowded 
when  they're  there.  To  see  just  how 
well  their  words  and  actions 
matched,  I  therefore  compiled  a  list 
of  the  restaurants  they  most  fre- 
quently patronize.  Then,  we  either 
monitored  the  number  of  patrons 
present  at  various  times  during  the 
evening  or  asked  the  owners  about 
such  hour-to-hour  variation. 

Surprise:  People  were  deliberately 
choosing  to  be  at  their  favorite  res- 
taurants at  the  very  time  these 
places  were  busiest.  Why  do  people 

I)r  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
c/;/<7  Winning  The  Psychology  (it  Successful 
Investing. 


say  one  thing  and  do  another?  In 
part  because  they  don't  trust  their 
own  judgment.  A  packed  restaurant 
says  to  them  that  the  food  is  good. 
Why  else  would  all  those  people  put 
up  with  the  noise  and  crowding  to 
eat  there?  If  it's  empty,  they  worry. 
"Did  all  the  people  who  dined  here 
before  die  or  something?"  one 
asked.  Said  another,  "Maybe  the 
reason  there's  no  one  there  is  that 
it's  brand-new  and  people  haven't 
tried  it  out  yet." 

Wanting  him  to  go  on,  I  asked, 
"You  said  that  you  like  seeing  new 
movies  before  your  friends  have  had 
a  chance  to.  Doesn't  the  same  apply 
to  new  restaurants?" 

"Not  on  your  life,"  was  the  reply. 
"Let  somebody  else  keel  over  trying 
it  out.  Me,  I  want  proof  that  the 
place  isn't  a  ptomaine  pit." 

What  he's  really  saying  is:  I  don't 
trust  my  own  taste.  I  need  confirma- 
tion. Crowds  provide  it. 

This  pattern  of  responses  allowed 
me  to  understand  a  fascinating  re- 
sult that  emerged:  During  the  first 
three  years  of  a  restaurant's  exis- 
tence— a  critical  period — there  is  an 
inverse  correlation  between  size 
and  success.  That  is,  the  larger  the 
place,  the  more  likely  it  is  to  fail. 
Smaller  establishments,  on  the  oth- 
er hand,  that  served  the  same  cui- 
sine at  the  same  prices,  were  more 
likely  to  survive.  Why?  Because 
they  looked  more  crowded,  were 
thought  to  be  serving  better  food, 
and  therefore  drew  bigger  crowds. 

It  was  only  after  the  small  restau- 
rant became  an  unequivocal  success 
that  it  made  sense,  in  terms  of  sur- 
vival statistics,  for  it  to  expand. 
Renting  the  space  next  door,  and 
doubling  the  size  of  the  place,  was 
the  most  common  and  the  most 
economical  expansion  route.  Here, 
the  survival  statistics  are  especially 
interesting.  If  two  restaurants  are 


the  same  size,  but  one  has  been  that 
large  since  it  opened,  whereas  the 
other  doubled  its  square  footage  to 
become  that  large,  the  one  that  ex- 
panded is  60%  again  more  likely  to 
still  be  in  business  four  years  later. 
How  come?  Because  it  had  already 
built  up  something  of  a  name,  a 
following.  When  it  was  empty  one 
evening,  passersby  were  less  likely 
to  think  the  food  was  bad. 

Nevertheless,  the  increased  size 
of  the  place,  however  it  got  that 
way,  does  expose  the  owner  to  in- 
creased risk  during  an  economic 
downturn,  from  the  seemingly 
greater  emptiness  of  the  place.  A 
visual  factor  compounds  the  eco- 
nomic one  and  can  produce  a  rapid 
downward  spiral.  For  example,  even 
in  good  economic  climates,  it  is 
common  for  people  to  look  at  an 
expanded  restaurant  and  say, 
"Hmmm,  it's  not  as  crowded  as  it 
used  to  be.  Maybe  the  food  has  got- 
ten worse."  This  is  one  optical  illu- 
sion that  soon  becomes  real. 

How  do  veteran  restaurateurs 
handle  the  problem?  For  one  thing, 
by  seating  a  larger  proportion  of  the 
diners  who  do  show  up  near  the 
front,  literally  using  them  as  win- 
dow dressing.  If  there  are  no  win- 
dows, they  sprinkle  diners  judi- 
ciously around  the  room,  rather 
than  bunch  them  in  one  spot. 
Grouping  may  be  convenient  for  the 
waiters,  but  it  contributes  to  an  im- 
pression of  emptiness. 

In  addition,  five  out  of  seven,  a 
very  high  proportion,  of  the  most 
successful  owners  interviewed  ac- 
knowledged that  they  had  yet  an- 
other way  to  keep  their  restaurant 
looking  busy.  It's  called  busboy. 

Should  the  restaurant  be  full,  the 
busboys  are  told  to  quickly  clear  the 
tables.  "People  don't  sit  there  as 
long  once  you  take  away  their  dirty 
plates,"  one  owner  told  us.  Result:  a 
higher  turnover  rate. 

However,  when  the  restaurant  is 
only  half-full  or  less,  the  people  who 
do  the  busing  are  told  to  slow  down 
on  clearing  the  tables.  Why?  Be- 
cause it  keeps  the  patrons  sitting 
there  significantly  longer.  A  highly 
effective  means  of  achieving  crowd 
control. 

Curious,  isn't  it?  The  very  people 
who  will  walk  away  from  a  restau- 
rant because  it  looks  empty  will 
swear  that  they  prefer  half-empty 
restaurants  to  crowded  ones.  ■ 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. .  .  ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

rom  the  issue  of  May  27,  1922) 

The  sudden  absorption  of  the  large 
ickawanna  Steel  Co.  by  the  Bethle- 
;m  Steel  Corp.  is  likely  to  prove  the 
rerunner  of  quite  a  few  consolida- 
ons  in  the  industrial  world.  Indeed, 
mergers  are  likely  to  be  witnessed  in 
most  every  major  line  of  activity, 
he  trend  towards  combination  has 
ready  manifested  itself  in  the  oil 
idustry,  in  the  copper  and  brass  in- 
lstries,  in  the  steel  industry,  in  the 
ocery  business,  in  the  packing  in- 
istry,  in  the  chemical  industry,  in 
le  radio  field,  in  the  dye  industry,  in 
le  newspaper  world,  in  the  shoe  and 
ather  industry,  in  the  textile  indus- 
iy,  in  coal  distribution,  in  the  theatri- 
il  world,  in  the  motion  picture  in- 
istry,  in  the  automobile  industry, 
id  in  banking." 

With  the  Lackawanna  takeover  be- 
>re  him,  Editor  B.C.  Forbes  could  easi- 
smell  merger  in  the  air.  And  indeed 
was:  Between  1919  and  1930  over 

000  businesses  in  mining  and  raanu- 
cturing  disappeared  through  acquisi- 
on  or  consolidation,  not  to  mention 
tore  than  5,000  public  utilities  that 
ere  pulled  into  larger,  more  exten- 
ve  and  often — though  not  always — 
iore  efficient  entities.  Nor  did  bank- 
Ig  escape  the  merger  movement,  as 
.S.  banks  declined  in  number  from 
3,812  in  1921  to  25,330  by  1929. 

For  the  first  time  in  many  months 
le  National  Industrial  Conference 
aard  reports  slight  wage  increases 
pm  several  industrial  centers.  These 
lcreases,  the  Board  points  out,  are 
idicative  partly  of  better  conditions 

1  the  plants  concerned  and  partly  of 
greater  demand  for  labor.  'In  spite  of 
le  fact  that  large  numbers  of  men 
e  unemployed,  reports  of  scarcity  of 
bor  come  from  several  industrial 
:ctions,  mainly  in  the  Middle  West,' 
lys  the  statement.  'The  shortage  is 
most  entirely  of  semi-skilled  and 
ailed  help.'  " 

Henri  W.  A.  Deterding,  managing  di- 
:ctor  of  the  Royal  Dutch-Shell  corn- 
nation,  before  leaving  the  U.S.  after 
tour  of  his  company's  oil  properties, 
(pressed  the  opinion  that  the  world's 
1  resources  are  not  nearly  depleted, 
5  is  often  prophesied.  Nor  does  he 
;ree  with  those  who  say  that  Mexi- 
P's  reserves  are  being  rapidly  ex- 


hausted. 'Mexico,'  he  said,  'is  an  enor- 
mous country.  You  must  remember 
there  are  great  areas  there  that  have 
never  been  exploited,  perhaps  will  not 
be  for  a  number  of  years.  Mexico  will 
be  producing  oil,  yes,  plenty  of  oil, 
long  after  I  am  dead.'  " 

"The  German  government's  Bureau 
of  Engraving  and  Printing,  it  is  report- 
ed, can  not  turn  out  enough  1,000- 
mark  paper  notes  to  meet  the  con- 
stantly growing  demand  and,  for  the 
first  time  in  history,  has  decided  to 
print  and  issue  5,000-mark  bills." 

Fifty  years  ago 

(June  1,  1932) 
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Forbes  cover  for  the  June  1.  1932  issue 

"A  study  made  at  the  Columbia  Uni- 
vesity  School  of  Business  under  the 
writer's  direction,  covering  some  600 
industrial  companies  listed  on  the 
New  York  Stock  Exchange,  disclosed 
that  over  200  of  them — or  fully  one 
out  of  three — have  been  selling  at  less 
than  their  net  quick  assets.  Over  50  of 
them  have  sold  for  less  than  their  cash 
and  marketable  securities  alone.  .  .  . 

"The  current  contrast  between 
market  prices  and  liquid  assets  is 
accounted  for  in  large  measure  by 
the  huge  flood  of  new  cash  which 
stockholders  in  recent  years  have 
poured  into  the  treasuries  of  their 
corporations  by  the  exercise  of  sub- 
scription rights.  This  phenomenon, 
which  was  one  of  the  distinguishing 
features  of  the  1928-29  bull  market, 
had    two    quite    opposite  conse- 


quences. On  the  one  hand  the  addi- 
tional funds  received  greatly  im- 
proved the  companies'  cash  and 
working  capital  position;  on  the  oth- 
er hand  the  additional  shares  issued 
greatly  increased  the  supply  of 
stocks,  weakened  their  technical  po- 
sition, and  intensified  their  market 
decline.  The  same  circumstance, 
therefore,  served  both  to  improve  the 
values  behind  a  stock  and  to  depress 
the  price."  — Benjamin  Graham 
Ben  Graham,  the  father  of  security 
analysis,  made  his  first  appearance  in 
Forbes  with  this  novel  observation  of 
how  the  very  prosperity  of  the  stock 
market  in  1928  and  1929  helped  to 
keep  market  values  on  the  floor  in  the 
bitter  days  that  followed.  Later  Gra- 
ham articles  will  provide  material  for 
future  issues  of  Flashbacks. 

"Anything  savoring  of  a  dole  is  repug- 
nant to  Americans.  But  hunger  is  still 
more  repugnant.  The  present  pros- 
pect is  that  private  effort  may  not 
prove  sufficient  to  furnish  all  needed 
relief.  Therefore,  steps  should  be  tak- 
en to  provide  aid  from  taxation, 
should  necessity  arise.  Though  the 
federal  government  can  ill  afford  to 
swell  taxation,  it  could  still  less  af- 
ford to  incur  the  risk  of  social  distur- 
bance incited  by  want.  Individual 
states  should  make  it  a  point  of  pride 
to  take  care  of  their  own  citizens.  But 
it  were  well,  as  a  precaution,  to  ap- 
propriate a  fund  at  Washington  to  be 
advanced  to  any  state  or  states  unable 
to  borrow  in  the  marketplace.  Admit- 
tedly, it  is  outside  the  original  theory 
of  government  in  this  country  to  dole 
out  federal  'charity.'  But  the  preserva- 
tion of  law  and  order  is  the  cardinal 
tenet  of  the  Constitution." 

Twenty-five  years  ago 

(June  1,  1957) 

"While  the  steel  industry  at  large  was 
simmering  away  last  month  at  87%  of 
capacity,  one  big  steelmaker  was  boil- 
ing along  at  full  blast.  Officially,  Chi- 
cago's $572-million  (assets)  Inland 
Steel  Co.  was  operating  at  105%  of 
capacity,  up  from  102.8%  in  April. 
'Actually,'  said  Inland's  wry,  soft- 
spoken  president,  Joseph  L.  Block,  54, 
'the  difference  means  nothing.  We're 
going  as  full  as  we  can.'  " 

"College  graduates  this  June  will  start 
work  at  the  highest  salaries  in  history. 
University  offices  say  offers  of  $400  a 
month  are  common." 
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Beauty  in  things  exists 
in  the  mind  which 
contemplates  them. 
David  Hume 


The  longer  I  live  the  more 
beautiful  life  becomes.  The 
earth's  beauty  grows  on  men. 
If  you  foolishly  ignore  beauty, 
you'll  soon  find  yourself 
without  it.  Your  life  will 
be  impoverished.  But  if  you 
wisely  invest  in  beauty,  it 
will  remain  with  you  all 
the  days  of  your  life. 
Frank  Lloyd  Wright 


Life  offers  itself  equally 
to  the  small  and  the  great, 
the  weak  and  the  strong. 
Alexis  Carrel 


A  Text .  . . 

Every  man  also  to  whom 
God  hath  given  riches 
and  wealth,  and  hath 
given  him  power  to  eat 
thereof,  and  to  take  his 
portion,  and  to  rejoice 
in  his  labour;  this  is 
the  gift  of  God. 

ECCLESIASTES  5:19 


Sent  in  by  Jan  Beaty,  Willow  Grove, 
Penna.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used. 


The  highest  reward  for  man's 
toil  is  not  what  he  gets  for 
it,  but  what  he  becomes  by  it. 
John  Ruskin 


Blessings  are  not  valued 
until  they  are  gone. 
Thomas  Fuller 


Give  to  the  world  the  best 
that  you  have  and  the  best 
will  come  back  to  you. 
Madeline  Bridges 


Thoughts 

on  the  Business  of  Life 


The  man  or  woman  who  has 
"heart"  can  adorn  the  mansion 
house  of  his  memory  with 
treasures  richer  than  those 
of  Golconda,  with  images 
more  beautiful  than  the 
paintings  and  statuary  of 
the  ancients  The  priceless 
things  of  life,  happily, 
are  as  accessible  t(j  the 
poor  as  to  the  rich 
B.C.  Forbes 


If  you  get  simple  beauty  and 
naught  else,  you  get  about 
the  best  thing  God  invents. 
Robert  Browning 


My  belief  is  that  to 
have  no  wants  is  divine. 
Socrates 


Happiness  consists  in 
the  attainment  of  our 
desires,  and  in  having 
only  right  desires. 
Saint  Augustine 


The  secret  of  contentment 
is  knowing  how  to  enjoy 
what  you  have,  and  be  able 
to  lose  all  desire  for 
things  beyond  your  reach. 
Lin  Yutang 


The  best  things  in  life  are 
not  free  but  priceless. 
Benjamin  Lichtenberg 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  S12.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave..  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


The  good  life  is  not  only 
good  for  one's  conscience; 
it  is  good  for  art,  good 
for  knowledge,  good  for 
health,  good  for  fellowship. 
Lewis  Mumford 


A  man  can  hardly  be  said 
to  have  made  a  fortune  if  he 
does  not  know  how  to  enjoy  it. 
Vauvenargues 


If  we  find  nothing  of 
interest  where  we  are, 
we  are  likely  to  find 
little  of  lasting  interest 
where  we  wish  to  go. 
Edwin  Way  Teale 


Enjoy  present  pleasures 
in  such  a  way  as  not  to 
injure  future  ones. 
Seneca 


When  we  do  not  find 
peace  of  mind  in 
ourselves,  it  is  useless 
to  look  for  it  elsewhere 
La  Rochefoucauld 


Reflect  upon  your  present 
blessings,  of  which  every 
man  has  many — not  on  your 
past  misfortunes,  of  which 
all  men  have  some. 
Charles  Dickens 


What  is  truly  indispensable 
for  the  conduct  of  life  has 
been  taught  us  by  women — 
the  small  rules  of  courtesy, 
the  actions  that  win  us  the 
warmth  or  deference  of  others; 
the  words  that  assure  us  a 
welcome;  the  attitudes  that 
must  be  varied  to  mesh  with 
character  or  situation;  all 
social  strategy.  It  is 
listening  to  women  that 
teaches  us  to  speak  to  men. 
Remy  de  Gourmont 


There  is  a  woman  at  the 
beginning  of  all  great  things. 
Alphonse  de  Lamartine 
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YOU  CAN  STILL  OWN 
THIS  MUCH  CAR. 


Jncompromised 
:omfort. 

Ford  LTD.  A  car  with  uncom- 
romised  comfort,  it  remains  a 
lear  statement  about  how 
ireat  cars  should  be  built;  full 
if  room,  comfort  and  quiet. 

LTD's  interior  leaves  a 
ingular  impression: 
lere  is  a 
dace 
raft- 
•d 

Dr  the 
omfort 
)f  six 
>assen- 
jers.  The 
nterior  Lux 
jry  Group 
ivailable  on  the 
TD  Crown 


Victoria 
features 
sump- 
tuous 
carpeting 
and  reclin- 
able  split 
bench 
seats  avail- 
able in  rich  crushed  velour 
upholstery. 

Unmistakable  styling. 

A  single  look 
tells  the  story. 
This  is  a  hand- 
some American 
sedan.  LTD  is  also  a 
functional  American 
sedan,  built  on  a  steel  frame; 
and  our  Automatic  Overdrive 
transmission  is  standard.  So 
it's  clear  that  LTD  contains  a 
fine  balance  of  what  you 


want  and 
need. 


RN  0  D  1 


Uncommon  options. 

LTD  offers  an  impressive  list 
of  options  for  comfort  and  con- 
venience. Pivoting  vent  win- 
dows, unheard  of  on  some  cars, 
are  available.  The  Tripminder® 
Computer  option  supplies  total 
driving  data  including  time, 
elapsed  time,  fuel  economy,  trip 
fuel  economy  and  more,  at  the 
touch  of  a  finger. 

In  a  world  filled  with  com- 
promise, you  can  still  own  this 
much  car.  Whether  you  buy  or 
lease,  see  Ford  LTD  at  your  Ford 
Dealer  now. 

FORD  LTD 

FORD  DIVISION 


FORD  LTD 


TIME  WAS  WHEN  YOU  COULD  HARDLY  MANAGE 
YOUR  INVESTMENTS  WITHOUT 
YOUR  ACCOUNTANT  YOUR  BROKER 
AND  YOUR  POSTMAN  ALL  GETTING  INVOLVED. 


It  used  to  be  a  hassle  to 
switch  investments 
around— and  keep  track  of 
them.  Your  broker  handled 
some. ..but  not  if  you  invested  in 
late  19th-century  European  oils  or  a 
lakefront  property 

And  even  after  talking  to 
your  broker,  there 
was  that  wait  for 
the  mail. 
Now,  instant 
flexibility.  The  revo 
lutionary  Merrill 
Lynch  Cash  Management 
Account®  financial  service  elimi- 
nates all  that. 

At  the  heart  of  CMA™  are  a 
Merrill  Lynch  brokerage  account 
and  an  experienced  Merrill 
Lynch  Account  Executive. 

Dont  lose  interest.  The 
CMA  service  also  makes  sure 
your  money  keeps  earning 
money  virtually  all  the  time,  at  current 
money  market  rates.  Your  cash  balance  is 
invested  in  your  choice  of  three  profes- 
sionally managed  money  market  funds, 
with  dividends  reinvested  daily 

If  you  need  extra  cash,  just  write  a 
check  or  use  your  special  VISA®  card— 
both  provided  by  Bank  One  of 
Columbus.  N.A.  You  may  automatically 


THEN 
MERRILL  LYNCH 
INVENTED 

CMA. 


borrow  up  to  the  full  margin 
value  of  your  securities  in 
the  account. 

An  accountant's  delight. 

At  the  end  of  each  month,  you 
receive  a  single,  comprehensive  state- 
ment that  keeps  track  of  everything 
you've  done  through  your  CMA.  Every- 
thing. 

How  to  get  started.  To  join  the 
600.000  investors  who  already  have  put 
more  than  $30  billion  to  work  through 
CMA.  all  you  need  is  a  minimum  of 
$20,000  in  securities  and/or  cash. 

For  more  complete  information, 
ncluding  a  prospectus 
containing  all 
sales  charges  and 
expenses,  call  I- 
800-526-3030 
Ext.  612  (in  New 
Jersey  call  1-800-742- 
2900  Ext.  612).  Read 
the  prospectus  care- 
fully before  you  invest  or  send  money. 
THE  MORE  YOU  DEMAND 
OF  YOUR  MONEY, 
THE  MORE  YOU  NEED  CMA: 


VISA 

Merrill  Lynch 

Merrill  Lynch.  Pierce  Fenner  &  Smith  Inc 

A  breed  apart. 


CMA~is  not  available  in  all  states  The  Cash  Management  Account  program  is  proprietary  to  Merrill  Lynch  US  Patents  Pending  ©  1982  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc  Member  SIP 
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THE  TASTE  BEYOND 
12-YEAR-OLD  SCOTCH 


<77ie 

GLENLIVET 

AGED  12  YEARS 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 


The  Glenlivet 

Unchanged  since  1824. 


Up  to  25  times 
your  money  at  maturity: 

Tax  free. 

Introducing  Zero  Coupon  Municipal  Bonds.  An  attractive  tax-free  capital  gains  vehicle 
offering  investors  a  more  direct  way  to  reach  their  investment  objectives  than  traditional 
fixed-income  investments.  At  today's  prices  you  triple  your  money  in  10 
to  12  years.  In  20  to  23  years  you  can  get  10  times  your  money. 
In  30  to  35  years  you  can  get  25  times  your  money. 


Growth 
stocks, 
move  over. 

Commonplace  bonds,  step 
aside.  Now  there's  a  new  type  of 
municipal  bond  designed  for  the  tax- 
free  accumulation  of  wealth — Zero 
Coupon  Municipal  Bonds.  They're 
particularly  attractive  because  they 
take  the  risk  and  burden  out  of 
reinvesting.  You  know  today  exactly 
what  you'll  end  up  with  at  maturity* 

How  a  Zero  turns  into  dollars. 
Zero  Coupon  Bonds  get  their  name 

ecause  they  pay  zero  interest.  But 
what  you  don't  get  along  the  way  in 
interest  you  do  get  back  at  maturity. 
Completely  free  of  federal  taxes. 

Zeros  are  usually  sold  at  deep 
discounts.  Currently  four  cents  to 
fifty  cents  on  the  dollar.  That  means 
*ou  get  today's  high  interest  rates. 

Mid  by  locking  up  high  rates  you 

vill  find  it  a  lot  easier  to  plan  for 

omorrow. 

low  a  Zero  can  add  zeros  to  your  IRA 

Ve  all  know  by  now  that  IRAs  are  a 

ood  idea.  But  many  of  us  wish  it 
•  as  better.  That  we  could  put  away 

>;ore  than  the  allowable  $2,000 

mual  contribution. 

With  Zeros  you  can  put  away  as 
much  as  you  want. 

Say  you're  35  and  are  willing  to 
invest  $10,000  in  Zeros  for  your  re- 
tirement. By  age  65  this  one-time 


investment  may  have  accumulated 
as  much  as  $250,000!  All  tax  free. 
And  all  in  addition  to  whatever 
your  IRA  has  earned. 

This  new 

With  Zeros  you  can  put 

away  as  much  retirement  income 
as  you  want.  A  great  IRA  supplement 

IRA  supplement  should  prove  espe- 
cially attractive  to  those  who  have 
started  their  IRA  later  in  life. 
How  a  Zero  can  eliminate  college 
expense  worries. 
Imagine  you  need  $30,000  for  your 
child's  college  in  seventeen  years.  By 
investing  only  $4,500  in  thirty  Zeros 
selling  at  $150  apiece  you  can  reach 
your  objective  without  having  to  pay 
any  taxes  at  all  on  the  $30,000. 

How  a  Zero  becomes  liquid. 
Whatever  your  plans,  they  may 
always  change. 

If  the  unforeseen  need  for  capital 
does  arise  you  simply  sell  your  Zeros 
at  the  current  market  value  at  that 
time.  And  you  may  find  that  any 
appreciation  over  your  purchase 
price  is  completely  tax-free.  There 
are  no  penalties.  And  unlike  most 
trusts  and  annuities,  there  are  no 
early  surrender     _  charges. 


Zero  in  on  the  right  Zero. 

Zeros  have  maturities  from  seven  to 
30  years  and  even  longer.  Different 
Zeros  meet  different  investment 
objectives.  Ask  your  E.  F.  Hutton 
Account  Executive  to  help  you  make 
the  right  investment  decisions. 
^^Si  Fill  in  the  coupon  or  call 

800-453-9000. 
(In  Utah  call  800-662-2500) 

*However,  Zero  Coupon  Bonds,  like  ordinary 
bonds,  are  subject  to  call  features. 

Talk  to  E.E  Hutton. 
Face  to  face. 


Invest 

about  $5.(>oo  in 
Zeros  for  your  child's 
college  costs  and  you  should 
have  $30,000  in  17  years. 


□  Please  send  me  more  infor- 
mation on  E.F.  Hutton's  Zero 
Coupon  Municipal  Bonds. 

□  Please  arrange  for  a  face- 
to-face  meeting  with  an  E.F. 
Hutton  Account  Executive. 

My  capital  need  will  occur  in 
 years. 


MFBS06072IX84 


Name 


Addre^ 


City 


Slate  Zip 


Business  Phone 


Home  Phone 


My  E.E  Mutton  Account  Number  is: 
i_j  I  do  not  have  an  E.F.  Hutton  Account. 

OPHutton 

E.  E  Hutton  &  Company  Inc. 
E.F.  Hutton  Information  Center 
P.O.  Box  10318 
Des  Moines,  Iowa  50306 

When  E.  F  Hutton  talks,  people  listen. 

Member  Sift. 


It's  too  late  to  hi 
But  not  too  1; 


LONG  DISTANCE  CALLS 

MINS. 

BELL 

MCI 

SAVING' 

New  York  City  toTrenton 

15 

$4.40 

$2.90 

34.1% 

Washington,  D.C.  to  Atlanta 

2 

1.05 

.75 

28.6 

Erie  to  Cleveland 

3 

131 

.98 

25.2 

Philadelphia  toWilmington 

20 

5.80 

3.87 

33.3 

Chicago  to  Milwaukee 

5 

2.05 

1.64 

20.0 

Boston  to  Providence 

2 

.76 

.39 

48.7 

Hartford  to  Springfield,  MA 

17 

4.96 

3.29 

33.6 

New  Haven  to  New  York  City 

1 

.57 

.25 

56.1  ! 

Scranton  to  Newark 

7 

2.79 

2.30 

17.6 

Richmond  to  Baltimore 

1 

.58 

.34 

41.4 

Cincinnati  to  Louisville 

4 

1.68 

1.31 

22.0 

Cheyenne  to  Fort  Collins 

30 

8.60 

5.81 

32.4 

Houston  to  Phoenix 

5 

2.40 

1.92 

20.0 

Rales  show  comparative  pricing  belween  Bell  s  Business  day  rale  and  MCI  s  business  day  rate  Final  rate  authorities  on  all  tanlled  services  are  MCI  Tantl  FCC  l  and  AT&T  Tanll  FCC  263 


There  are  always  some  companies  started  offering  low  long  distance  rat« 

who  are  first  to  take  advantage  of  any  a  few  years  ago. 
new  idea.  Some  companies  were  quick  to 

It  was  that  way  when  computers  jump  on  the  bandwagon. Others  waite 

came  along.  Copying  machines.  Word  to  see  how  it  worked  out. 
processing.  Today,  half  the  Fortune  500  and 

That's  what  happened  when  MCI  170,000  other  companies  are  enjoyin 


first  to  use  MCL 
e  to  be  smart. 


savings  you  see  on  the  chart. 
How  MCI  competes  with 
and  beats  Bell. 

The  secret  is  efficiency. 
MCI  has  built  its  own  coast  to 
ast  network  exclusively  for  long  dis- 
nee  calling.  Our  equipment  is  newer 
d  more  efficient.  We  work  to  keep 
ir  costs  low,  so  we  can  pass  along  the 
vings  to  you. 

We  can  also  give  you  flexibility. 
l;/ery  business  has  different  needs.  So 
p  have  a  number  of  different  plans  for 
>u  to  choose  from. 

They  all  have  one  thing  in  corn- 
on.  You  save  on  every  phone  call  you 
ake.  From  15  to  50%. 

The  total  savings  over  a  year  can  be 
lormous.  A  computer  company  saved 
million  dollars.  An  airline,  $800,000. 
bank,  $750,000. 

No  capital  investment. 
No  installation.  No  nothing. 
These  savings  are  pure  profit, 
scause  there's  no  capital  investment 
hatsoever.  No  new  equipment.  From 
le  first  moment  you  start  using  MCI, 
's  cost-effective. 

All  you  need  are  the  same  push- 


button phones  you're  using  now. 
You  punch  a  few  extra  buttons.That's  it. 
Everything  else  is  exactly  the  same. 
Except  you  start  paying  a  lot  less. 

MCI  provides  service  to  over  80% 
of  the  nations  area  codes. To  and  from 
over  4000  cities.  And  every  day, 
another  piece  of  America's  geography 
is  being  added. 

Naturally,  you  may  have  some 
questions  about  MCI.  We'd  be  happy  to 
send  you  a  brochure.  Simply  fill  out  the 
coupon  and  mail  it  to  us. 

Or  call  your  MCI  sales  office. 

It's  never  too  late  to  be  smart. 


MCI 


The  nation's  long  distance  phone  company. 

i  1 

MCI  Telecommunications  Corp. 
1133  19th  Street,  N.W. 
Washington,  D.C  20036  Attn:  R  Colpitts 

Please  send  me  more  information  on  how 
to  cut  long  distance  costs  15  to  50%. 


Name, 
Title  . 


Company. 

Address  

State  


City_ 
_  Zip_ 
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120  Cover  Story:  "  Which  is 
worse,  "asks  a  German  en- 
ergy  executive,  "a  6%  de- 
pendence on  Colonel  Qad- 
dafior  5%  on  Russia?" 


38  Chrysler:  "I  could  strip 
out  $2  billion  and  look 
like  a  hero,  but  I  would 
really  screw  the  guy  who  is 
in  dxirge  in  1986. " 


52  Rosenthal  of  Rosenthal 
China:  "Capitalism,  com- 
munism and  socialism 
have  all  failed  Marx  was 
right,  hut  his  solution  was 
wrong. " 


38  Companies: 
Chrysler  Corp. 

It's  been  written  off  so  many  times  that  it  is 
hard  to  take  it  seriously  as  a  candidate  for 
long-term  survival.  And  yet.  .  .  . 

41  Natural  Gas: 

And  Then  There  Were  None 

The  Alaskan  pipeline  is  in  deep  trouble. 

42  Labor: 
Business  As  Usual 

Who  said  all  contracts  were  givebacks? 

43  Companies: 
Amax  Inc. 

No  one  knows — or  will  say — who  started  the 
rumor  that  a  "European  consortium"  was 
planning  to  buy  Amax.  But  someone  gained. 

44  The  Economy: 
"Depression!" 

People  are  loath  to  use  that  ugly  word.  But 
Edward  Yardeni,  E.F.  Hutton's  much-quoted 
chief  economist,  says  there  is  a  30%  chance 
we'll  have  one. 

48  Companies: 
Fisher  Foods 

Whatever  happened  to  the  growth  company 
of  the  supermarket  industry?  A  lot  of  things, 
mostly  bad. 

51  Companies: 
Outboard  Marine  Corp. 

How  Charlie  Strang  stiff-armed  the  Japanese. 

52  Labor  Relations: 

The  Rosenthal  Prescription 

The  head  of  West  Germany's  fine  china  com- 
pany talks  about  worker  alienation  and  in- 
dustrial democracy. 

59  Airlines: 

More  Self-Reliance  Coming  Up 

Despite  the  Braniff  bankruptcy,  the  Reagan 
Administration  will  take  free-market  policy 
one  step  further. 

73  Companies: 
LDB  Corp. 

lot  well.  Some  security  holders  didn't. 


It  got 


74  Special  Report: 

Who  Gets  The  Most  Pay 

A  moderately  successful  rock  star  still  makes 
more  than  most  CEOs — but  not  all  of  them. 


102  The  Up  &  Comers: 
Plenum  Publishing 

Soviet  science's  window  on  the  West. 


109  The  Up  &  Comers: 

Intelligent  Systems  Corp. 

Why  did  Charles  Muench  have  to  start  three 
companies  instead  of  one? 


120  Cover  Story: 

Embracing  The  Bear 

Why  should  we  trade  with  the  Soviets  when 
they  are  arming  so  heavily  against  us?  The 
simple  answer  is  that  we  should  not.  The 
simple  answer  may  not  be  the  right  answer. 


126  The  Funds: 
Korea  Fund 

Once  bitten,  twice  shy? 

128  Retailing: 

Beyond  Discounting 

The  new  buzzword  is  "off-price." 

135  Companies: 

Pullman  Transportation 

Back  on  its  own — and  at  a  dead  stop. 

138  Companies: 
Hyster  Co. 

What's  known  in  Northern  Ireland  as  "the 
problem"  stops  at  the  factory  gate. 

140  Companies: 

Copperweld  Corp. 

Thanks  to  Baron  Rothschild,  a  Pittsburgh 
steel  company  finds  itself  owned  by  the 
French  government. 

154  Venture  Capital: 

The  Big  Boys  Are  Back 

All  in  all,  a  healthy  trend. 

156  Profiles: 

Developer  Trammell  Crow 

Headed  for  trouble  again?  Not  necessarily. 

158  Moving  Companies: 
"We  Are  Praying  Hard" 

What  happens  to  an  industry  when  people 
can't  afford  to  move. 

160  The  Numbers  Game: 
Philips  Lights  The  Way 

An  important  change  in  cost  accounting  from 
a  pioneer  of  financial  reporting. 

161  Taxing  Matters: 

What's  Killing  Small  Newspapers? 

In  the  long  run,  estate  taxes  are  more  lethal 
than  cable  TV. 
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59  Airlines.  As  long  as  Ju- 
dith Connor  is  around, 
they  won't  get  much  help 
from  Washington. 


128  Off-Price  Retailing: 
The  new  philosophy — buy 
low,  sell  low. 


138  Hvster  in  Northern 
Ireland:  "We  do  everything 
hut  talk  their  politics.  Ihat 's 
none  of  our  business. " 


160  The  Numbers  Game.  A 
refinement  less  abstruse 
than  it  looks. 


162  Companies: 
Revco  D.S. 

A  drug  chain  run  by  the  numbers.  And  the 
numbers  are  very  good  indeed. 


166  Personal  Affairs: 

No  Rhinestone  Cowboys,  Please 

Since  the  1800s,  a  skillful  "cutting"  horse 
that  could  separate  a  cow  from  the  herd  on 
command  was  one  of  any  cowboy's  most 
prized  possessions.  Now  cutting  is  one  of  the 
fastest-growing  equine  sports  around.  Also: 
pitfalls  of  loaning  money  to  relatives;  person- 
al-image consultants  for  executives. 


Faces  Behind  The  Figures 

174  William  McGowan, 

MCI  Communications  Corp. 

174  Donald  Novotny, 
Department  of  Agriculture 

175  Richard  Black, 
Ex- AM  International 
175  Janos  Fekete, 
Hungarian  National  Bank 

175  Donald  Kirchhoff, 
Castle  &)  Cooke 

176  Ami  Elis, 
Elcomp  Systems,  Inc. 
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184  The  Money  Men: 
Jack  Tilton 

The  36-year-old  senior  vice  president  of  Chi- 
cago's American  National  Bank  &  Trust  uses 
hunches,  fundamentals  and  computers  to 
run  his  commingled  fund.  So  far,  the  combi- 
nation has  been  working  great  guns. 

186  The  Money  Men: 
Philip  L.  Carret 

"I'm  an  eccentric,"  says  the  85-year-old  presi- 
dent of  Park  Avenue's  Carret  &  Co.  "When  I 
see  too  many  people  in  a  situation,  I  get 
scared."  Actually,  Carret  is  a  good  deal  more 
than  an  eccentric.  He's  an  original. 

188  Statistical  Spotlight: 
The  Sentiment  Factor 

When  the  analysts  pick  a  stock,  the  chances 
are  it  will  go  up.  Does  this  prove  the  analysts 
know  their  stuff?  Not  necessarily.  It  has  more 
to  do  with  self-fulfilling  prophecies. 
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Folk  economics 

I  recently  rode  with  a  taxi  driver,  a  Spaniard  by  origin,  who  after  about 
a  decade  in  this  country  understands  our  economy  better  than  most  of 
our  politicians  do.  An  auto  mechanic  in  the  old  country,  he  practiced 
that  trade  when  he  first  came  here.  Why  did  he  quit  to  drive  a  taxi?  "I 
made  a  bit  more  as  a  mechanic,"  he  said  cheerfully,  "but  didn't  get  to 
keep  as  much.  ..."  He  didn't  finish  the  sentence  but  grinned,  indicat- 
ing that  we  both  understood  the  advantages  of  doing  business  for  cash. 
A  few  days  later  a  friend  told  me  about  a  young  man  who  had  been 
working  around  his  house.  "Fellow  didn't  show  up  one  Friday.  I  asked 
why.  He  explained  he  had  to  go  collect  his  unemployment  insur- 
ance." Shortly  thereafter  I  read  that  Representative  Daniel  Rosten- 
kowski  claims  he  and  his  fellow  Democrats  will  avoid  cuts  in  social 
spending  and  bring  the  budget  into  better  balance  by  cracking  down 
on  the  underground  economy.  Who  are  you  kidding,  Dan? 

Oh,  we  of  little  faith 

Jerry  Flint,  our  Washington  bureau 
manager,  is  a  Detroit  boy  born  and 
bred,  so  he  took  a  lot  of  pride  in  writ- 
ing "Wipe  that  sneer,"  which  starts 
on  page  38  and  describes  how  solvent 
Chrysler  Corp.  has  become  in  the  past 
few  years.  Jerry's  especially  pleased 
because  two  years  ago,  when  the  me-  a  1934  Chrysler  Airflow 

dia  were  almost  unanimous  in  pre-   

dieting  Chrysler's  demise,  he  wrote  another  story  for  us  predicting  the 
automaker  would  probably  survive  (Aug.  18,  1980).  Oh,  we  of  little 
faith.  Unlike  Flint,  the  editors,  myself  included,  were  so  skeptical  we 
prefaced  that  earlier  article  with  the  statement  that  it  represented 
Flint's  views,  not  the  magazine's.  No  disclaimer  this  time. 

The  battle  against  verbal  pollution 

Forbes  is  at  war  with  hyperurbanism.  With  what?  My  colleague 
Shelley  Zalaznick  learned  the  term  "hyperurbanism"  when  he  was  a 
student  at  Columbia  University  long  ago,  and  it  describes  something 
that  irks  us  constantly.  It  means  the  substitution  of  a  big  or  abstract 
word  for  a  simple  word,  with  the  motive  of  demonstrating  that  the 
user  is  a  really  hip  guy.  Most  hyperurbanisms  are  offensive  to  the  eye 
and  dangerous  to  clarity.  An  example  is  the  growing  use  of  the  term 
"perceive,"  with  its  aura  of  pop  psychology,  as  in  "Business  people 
perceive  high  interest  rates  as  their  biggest  problem."  Why  "per- 
ceive"? What's  wrong  with  just  saying,  "Business  people  consider 
high  interest  rates  as  their  biggest  problem"?  What  does  "perceive" 
really  add?  "Game  plan,"  sports-derived,  is  another  hyperurbanism; 
just  plain  strategy  does  better  in  most  cases.  Equally  offensive  is  the 
use  of  hyperbole  as  a  means  of  livening  up  figures.  For  example, 
earnings  "skyrocket"  or  "plummet"  when  all  that  happened  was  they 
went  up  30%  or  dropped  30%.  In  addition  to  guarding  against  hyper- 
urbanism and  hyperbole,  our  copydesk  is  also  warring  on  the  redun- 
dant "very,"  as  in  "very  big";  either  something  is  big  or  it  isn't  big. 
Our  copydesk  staff  reports  they  had  to  excise  about  two  dozen  "verys" 
from  last  issue's  copy.  But  all  of  us  slip  sometimes.  Join  us  in  the 
battle  against  language  pollution  and  continue  to  let  us  know  when 
we  slip.  Yours  for  cleaner  and  more  effective  English — 


L^y  Editor 


FORBES,  JUNE  7,  1982 


HOW  TO  MAKE 
A  S.N.A.R  DECISION 
ABOUT  COPIERS. 

* 

With  the  Sharp  National  Accounts  Program, 
complex  copying  needs  are  made  simple. 


If  you're  buying 
copiers  for  your  com- 
pany, Sharp  has  some 
terrific  ideas. 

Renting:  It's  a  Snap.£ 

Sharp's 
National 
Accounts  Pro- 
gram makes  it 

possible  for  you  to  rent  or  buy  any  of  our 

copiers.  Renting  is  simple. 
You  rent  the  machines, 
while  we  maintain  them. 
If  your  needs  change  and 
you  want  to  upgrade 
your  equipment,  just  call  us.  Centralized  billing 
makes  any  change  a  snap. 

Copier  flexibility:  It's  a  Snap. 

Sharp's  National  Accounts  Program  offers 
a  range  of  800  Series  Copier  Systems.  Each 
system  can  be  tailored  to  meet  your  business 
needs,  so  office  efficiency  can  be  at  a  max- 
imum. And, if  your  needs  change,  our  systems 
can  include  options  like  an  automatic  docu- 
ment feeder  or  a  ten -bin  collator. 

Service:  It's  a  Snap. 

One  of  the  reasons  you  come  to 
Sharp  is  our  reputation  for  reliability. 

One  of  the  reasons  you  stay  is 
service. 

Our  S.N.A.P.  dealer  network  of 


250  strong  can  service  you 
on  a  national  basis. 

Our  S.N.A.P.  service 
centers  can  provide  priority 
emergency  service. 

When  you're 
dealing  with  Sharp, 
it's  always 
a  S.N.A.R 

And  if  you  were 
wondering  why,  we 
think  there  are  2  reasons:  advanced  technology 
and  features,  plus  unbeatable  service. 

So  when  it  is  time  for  you  to  decide  on 
copiers  or  copier  systems  for  your  company, 
call  us.  The  rest  will  be  a  S.N.A.P. 

For  more  information  on  S.N.A.P,  call 
toll  free  800-447-4700  (In  Illinois,  call 
800-322-4400). 


Sharp  Electronics  Corporation 

P.O.  Box  204 

Wayne,  N.J.  07470 

DEPT.-C-CPD-F  6-7-2 

□  Please  send  me  more  information 

about  S.N.A.P. 

(Sharp  National  Accounts  Program) 
Name  


Title. 


Company. 


.  State. 


.  Zip_ 


Phone  

(Area  code) 


GS-OOS-41025 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 

Sharp  Electronics  Corporal  inn,  10  Sharp  I'la/a,  Paramus,  N.J  07652 


How  Bodine  can  help  you  turn 
your  new  product  into  a  profitable  one, 

If  you're  about  to  spend  a 
lot  of  money  on  a  new 
product,  spend  a  little  time 
with  Bodine.  We  can  help 
you  make  your  product 
profitable  by  helping  you  make  it 
more  efficiently. 

Specifically,  Bodine  will  work  with 
your  engineers  to  make  your  product  suitable  for  the  lat- 
est in  automated  assembly  techniques  and  Bodine  auto- 
mated assembly  machines. 

Using  our  machines,  you  can  cut  direct  manufac- 
turing costs,  including  the  cost  of  hiring,  training,  and 
paying  assembly  personnel.  You  can  also  reduce  in- 
process  and  finished  goods  inventory  costs.  Because  a 
Bodine  machine  can  put  together  more  products  in  less 
time  with  a  lot  fewer  mistakes  than  even  the  best  assem- 
bly crew.  And  you  can  save  on  warranty  and  liability 
costs.  Because  a  Bodine  machine  can  automatically 
inspect  all  your  parts  while  it's  assembling  them. 

The  result  is  a  better  quality  product  for  less.  And 
that's  the  kind  of  thing  that  everyone  will  buy  For  details 
call  Frank  Riley  at  (203)  334-3107  or, 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 


Bodine 


How  Bodine  can  help  you  turn 
your  old  product  into  a  profitable  one. 

If  you're  looking  for  a  way 
to  make  your  product  more 
profitable,  look  at  the  way 
it's  designed.  Chances  are 
it  was  designed  in  the  days 
when  labor  was  cheap  and  as- 
sembly techniques  inefficient. 

Now  show  your  product  to  Bodine. 
We'll  show  you  how  you  can  modify  it  to  take  advantage 
of  automated  assembly.  In  most  cases,  design  changes 
will  be  really  small.  But  the  savings  can  be  really  big.  In 
fact,  the  Bodine  assembly  machine  can  actually  reduce 
your  assembly  costs  by  as  much  as  95%. 

A  Bodine  system  will  also  give  you  100%  inspec- 
tion of  all  parts.  So  you  not  only  drastically  reduce  assem- 
bly costs,  but  warranty,  liability  and  field  service  costs. 

You  even  save  on  inventory  costs.  Because  a 
Bodine  machine  is  so  efficient,  it  can  lower  both  in- 
process  parts  and  finished  goods  inventory  levels  while 
it  increases  your  production  capability. 

If  you  want  to  make  your  product  more  profitable, 
make  it  with  a  Bodine  machine.  For  complete  details 
call  Frank  Riley  at  (203)  334-3107  or 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 
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Trends 


Edited  by  John  A.  Conway 


Cash  versus  plastic 

Credit  cards  may  be  fine  but  cash  still 
has  its  charms,  the  Hertz  rent-a-car 
people  have  learned.  When  the  We're- 
No.-l  folks  introduced  a  new  special- 
request  service  ("the  yes  desk")  in 
mid-May,  it  offered,  along  with  han- 
dling demands  for  special  cars  in  spe- 
cial numbers  and  special  locations,  a 
way  to  procure  advance  accreditation 
to  rent  Hertz  cars  for  cash.  Heretofore, 
a  credit  card  was  a  must,  and  no  clerk 
would  turn  over  a  $12,000  automobile 
to  someone  waving  greenbacks  or  a 
personal  check.  Now  an  advance 
phone  call  lets  the  Hertz  data  banks 
check  out  the  prospect,  who  can  then 
use  cash  instead  of  plastic.  The  third 
day  of  full  service,  according  to  Craig 
Koch,  general  manager  of  Hertz'  rent- 
a-car  division,  brought  in  1,800  calls, 
and  the  biggest  share  was  for  okays  to 
use  cash.  Within  four  days,  he  adds, 
the  number  of  clerks  handling  the 
checkups  on  cash  customers  had  to  be 
doubled,  from  7  to  14.  And  who  are 
the  anaplastic  renters?  Primarily 
what  Hertz  calls  leisure  travelers — 
vacationers  picking  up  cars  at  air- 
ports. That  is  the  only  segment  of 
leisure  users  he  has  gone  after,  Koch 
says,  adding  that  weekend  renters, 
who  usually  deal  with  in-city  loca- 
tions, are  his  next  target.  Another 
group  taking  advantage  of  the  new 
rent-for-cash  plan,  he  says,  are  small 
businessmen,  though  as  yet  he  can 
offer  no  solid  reason  why  they  want  to 
avoid  using  their  credit  cards. 

Night  and  day,  it's  P&G 

Television  moguls  have  been  reas- 
sured that  their  biggest  client,  Procter 
&  Gamble,  was  not  signaling  any  less- 
ening of  its  appetite  for  daytime  TV 
by  spending  $15  million  on  produc- 
tion costs  and  air  time  for  Marco  Polo, 
a  prime-time  blockbuster.  Jack  Wi- 
shard,  P&G  vice  president  for  night- 
time programming,  insists  that  his 
company's  five  hours  of  daily  daytime 
soap  operas  [Guiding  Light,  et  al.)  is 
still  the  "most  efficient"  use  of  its  ad 
dollars.  The  Cincinnati  company 
owns  and  produces  six  daytime  serials, 
Wishard  says,  and  would  like  to  have  a 
piece  of  competition  like  General  Hos- 
pital. P&G  got  involved  with  Marco 
Polo  through  its  last-minute  sponsor- 
ing oi  Jesus  of  Nazareth  five  years  ago,  a 
show  produced  by  Vincenzo  Labella, 
the  man  responsible  for  the  new  ten- 
hour  miniseries.  Any  concern  among 
broadcasters  is  understandable.  P&G 
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Ken  Marshall  as  Marco,  Ying  Ruocheng  as  Kuhlai  Khan 
Marco  Polo's  adventures  in  soapland. 


is  the  biggest  TV  buyer  in  the  nation, 
with  a  total  outlay  for  air  time  last  year 
of  $521  million,  $393  million  for  net- 
work shows  and  another  $128  million 
for  spot  purchases. 

Paper  chase 

Saving  and  recycling  wastepaper,  a 
practice  as  noble  as  Boy  Scouting,  has 
sparked  what  could  be  a  fine  legal 
brawl.  The  problem  is  the  drive  by 
municipal  governments  to  generate 
power  by  burning  their  trash.  The 
builders  of  these  garbage-into-elec- 
tricity  plants,  who  sell  bonds  to  fi- 
nance them,  need  guarantees  of  a  sup- 
ply of  raw  material  for  fuel,  and  mu- 
nicipalities are  responding  by  passing 
ordinances  forbidding  the  sorting  and 
sale  of  newspaper  and  other  wastepa- 
per. The  recyclers,  in  turn,  are  trying 
to  get  other  laws  that  would  super- 
sede the  local  ones  and  allow  paper- 
collecting. 

By  the  numbers 

Sometimes,  numbers  can  speak  loud- 
er than  words.  Take  inflation  in  Ar- 
gentina, for  example.  If  1975  is  used  as 
a  base  of  100,  then  three-digit  annual 
price  rises  over  the  intervening  seven 
years  bring  the  total  February  1982 
inflation  figure  to  a  breathtaking 
75,646,  as  calculated  by  the  Interna- 
tional Monetary  Fund.  (Even  that 
number  pales,  comments  the  Ameri- 
can Enterprise  Institute,  the  Washing- 
ton-based conservative  think  tank, 
when  compared  with  inflation  in  the 
post-World  War  I  German  Weimar 


Republic,  when  prices  increased  10 
billionfold.)  And  anyone  who  doubts 
whether  Japanese  industrialists  listen 
when  their  government  speaks  should 
look  at  last  year's  auto-export  figures. 
A  year  ago,  Tokyo  agreed  to  limit  cars 
shipped  to  the  U.S.  for  the  year  ending 
last  March  to  1,680,000.  The  actual 
export  figure,  according  to  the  Japan- 
ese Economic  Journal,  was  1,679,999. 
Ironically,  even  with  that  6.9%  drop 
in  total  Japanese  auto  exports  from 
the  year  before,  their  share  of  the 
American  market  rose  to  about  22% 
because  of  an  even  sharper  fall  in  sales 
of  domestic  cars. 

Hamburger  heaven 

Roadside  eating  has  come  a  long  way 
since  the  hot  dog.  The  newest  garnish 
has  been  entertainment  to  keep  chil- 
dren out  of  parents'  hair  and  hambur- 
gers. First  came  Pizza  Time  and 
ShowBiz  Pizza,  with  banks  of  video 
games  to  go  with  the  food.  Now  an- 
other band  of  entrepreneurs  has 
topped  that  with  games  plus  Disney- 
style  entertainment.  Rolfe  Kennard 
and  Andrew  Whelan,  two  fast-food 
veterans  (Marriott,  McDonald's, 
ShowBiz  Pizza),  have  teamed  with 
Thomas  Reidenbach,  who  put  in  eight 
years  with  Disney,  to  create  Animat- 
ed Playhouses  Corp.,  manufacturer  of 
the  animated  characters  and  parent 
company  of  the  restaurant.  The  high 
point  of  the  new  eating  style  will  be 
13  pneumatically  operated  and  com- 
puter-controlled characters  cavorting 
on  a  50-foot  stage — banjo-playing 
dogs,  singing  kittens,  a  cooch-dancing 
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Our  maximum 
commission  on 
a  hundred  jl 
share  trade 
is  $25 


lippo.  Kennard  and  Whelan  hope  to 
ave  up  to  6  of  their  River  Towne 
I;  ocations  going  this  year  (the  first  has 
lust  opened  in  Baltimore),  200  in  1983 
and  at  least  800  by  1985.  The  com- 
pany plans  to  retain  ownership  of 
bout  200  and  franchise  the  rest  (at 
$25,000  apiece,  plus  $150,000  for  the 
mechanical  entertainers).  Eating  at 
River  may  be  more  than  eat-and-run. 
Says  Kennard,  "We  have  developed  a 
show  that  is  so  good  people  are  going 
to  have  to  see  it  eight  or  ten  times 
before  they  see  everything  that  is  go- 
ing on  on  stage."  For  those  who  may 
blanch  at  such  a  prospect,  River 
Townes  will  also  serve  beer  and  wine. 


Free  trade — but . . . 

How  are  Japan's  cars  selling  in  Eu- 
rope? Better  than  900,000  a  year — but 

;  the  picture  is  spotty.  West  Germany 
took  248,000  last  year,  Great  Britain 
153,000,  Holland  109,000  and  Bel- 
gium 105,000.  But  France  and  Italy 
were  a  different  story.  The  Italians 
simply  closed  their  gates,  and  only 
954  Japanese  autos  made  it  into  that 
country's  1.8-million-car  market. 
France  imposed  a  3%  lid,  which 
worked  out  to  43,500  cars.  (Neither 
Rome  nor  Paris,  both  free-trade  cap- 
itals, took  any  official  action,  but  the 

|  figures  speak  for  themselves.)  The 
Japanese  manufacturers  also  hold 
shares  of  the  European  market  that 
differ  from  what  they  enjoy  in  the 
U.S.  Toyota,  leader  on  this  side  of  the 
Atlantic,  ranks  third  in  Europe.  Nis- 
san's Datsuns,  second  in  the  U.S., 
were  tops  on  the  Continent,  followed 
by  Toyo  Kogyo  (Mazda),  which  stands 
fourth  in  the  American  market. 


Over  here,  over  there 

The  cosmopolitan  touch  is  getting 
more  pronounced  in  the  American  ex- 
ecutive suite.  After  checking  85  major 
U.S.  companies,  the  Conference 
Board,  the  New  York-based  business- 
research  group,  found  foreigners  hold- 
ing top  management  posts  in  more 
than  a  third  of  them.  Nearly  one-third 
had  at  least  one  foreign  director;  one 
in  six  had  a  foreign  advisory  board; 
and  in  40%,  at  least  one  top  executive 
was  a  naturalized  American,  includ- 
ing 4  of  the  85  chief  executives.  For- 
eigners naturally  came  into  their  own 
overseas,  and  four  of  five  U.S.  corpora- 
tions studied  employed  foreigners  to 
head  operations  abroad.  The  natives 
were  also  getting  around  more.  The 
board  noted  that  more  than  half  the 
85  companies  now  held  directors' 
meetings  outside  the  U.S. 
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Discount  commissions 

As  an  independent  investor, 
you  appreciate  the  value  of 
making  your  trades  with 
minimum  commission  charges. 
You  want  to  be  charged  only  for 
the  services  you  need.  You  can 
enjoy  discount  commission  rates 
at  Rose  &  Company 


Services  you  need 

As  an  independent  investor, 
you  want  fast,  accurate, 
objective  market  data  and  trans- 
actions. At  Rose  &  Company, 
you  benefit  by  talking  with 
salaried  Account  Representatives, 
trained  to  work  efficiently  and 
professionally. 


Compare  that  to  what  you  pay  now. 

Rose 

jk£ompany 

INVESTMENT  BROKERS.  INC. 


BOARD  OF  TRADE  BUILDING  •  CHICAGO  ILLINOIS  60604 
CHICAGO     •     LOS  ANGELES     •  PITTSBURGH 

Member  New  York  Stock  Exchange.  Inc  and  Other  Principal  Exchanges 


Please  send  your  free  discount  trading  brochure. 

Name 
Address 

City  State  Zip 

Member  Securities  Investor  Protection  Corporation  (SIPC) 
Secunties  held  in  customer  accounts  are  protected 
up  to  $501), 000 

©1^81  Ro:>e&  Company  Investmenl  Brokers  Inc 
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Nationwide  toll  free 

(800)  621-3700 

Illinois  toll  free 

(800)  572-3188 

Chicago  area 

(312)987-9400 


n 


Set  priorities 

'Lydia,  top 
priority  today  is 
making  sure  the 
plans  tor  the  new 
course  get  sent 
out.  Then  let  s 
discuss... " 


Dictate  letters 

"A  letter  to 
the  law  firm: 
Dear  Warren, 
Fvejust 
reviewed  the 
contracts  you  ve 
drawn  up  and 
have  only 
one  question..." 


Leave  messages 

Please  tell 
David 
to  go  ahead 
and  finalize 
that  meeting 
in  Chicago...' 


Record  phone  cal 

"Jack,  I'm 
recording  this 
call  so  I  wont 
miss  any  detail 
of  your  idea. 
It  sounds  Ike 
a  winner." 


—Arnold  Palmer 


"Finally,  a  way 
to  organize  my  thoughts 
and  get  through  a  jam- 
packed  day. 


Even 
when  my  secretary 
isn't  around." 


"I  do  it  with  a  terrific  system  from  Lanier  called  the 
Messenger.™ 

All  I  do  is  touch  a  button  on  the  executive  unit  on  my  desk, 
ind  it  activates  one  of  the  four  microcassettes  in  the  unit  on  my 
secretary's  desk. 

If  I'm  not  in  the  office,  I  can  still  activate  the  system  from 
iny  phone,  anywhere,  any  time. 

Since  I  can  use  each  of  the  channels  for  a  different  subject, 
Important  thoughts  don't  get  lost  in  the  shuffle.  So  first  things  get 
pone  first.  Plus,  I  can  record  for  two  hours  straight. 

And  because  I  can  keep  dictating  while  my  secretary  is 
transcribing,  I  don't  waste  a  minute  of  my  time. 

With  the  Lanier  Messenger,  I  get  those  important  ideas  off 
my  mind  and  into  action  right  away.  Even  when  my  secretary 
Isn't  around." 

To  get  your  ideas  into  action,  call  Lanier  toll-free  at 
(800)  241-1706.  In  Georgia,  call  (404)  321-1244  collect.  Or  mail 

Jl  this  COUpOn  today.  ©1982  Lanier  Business  Products,  Inc.  L_ 


□  I'd  like  more  information  on  the  Messenger. 

Name  


"I 


Title . 


Company- 


Phone. 


Business  Address 


City- 


County. 


.  State . 


.  Zip- 


Mai]  to:  Lanier  Business  Products,  Inc. 

1700  Chantilly  Drive  N.E.,  Atlanta,  GA  30324 


We  help  you  get  important  ideas  off  your  mind  and  into  action. 
International  offices  in  32  countries. 
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"Pay  the  $2" 

"Infringing  on  copyright  has  become 
as  common  as  sin,"  Forbes  headlined 
earlier  this  year  (Feb.  15),  a  by-product 
of  sophisticated  copying  techniques 
that  allow  students  and  researchers  to 
duplicate  magazines  and  books,  TV 
viewers  to  tape  network  shows  and 
hit  movies,  music  buffs  to  build  li- 
braries of  pirated  sound.  Movie- 
makers have  struck  back  against 
home  video  recorders,  and  now  pub- 
lishers have  made  their  move. 

Working  on  the  time-honored  prin- 
ciple that  a  quick  out-of-court  settle- 
ment is  easiest  with  a  party  that 
dreads  any  court  action,  the  Associ- 
ation of  American  Publishers  has  just 
arranged  with  American  Cyanamid 
for  an  "amicable  practical  solution." 
Cyanamid  has  agreed  to  create  central 
copying  centers  to  reproduce  copy- 
righted works  registered  with  a  non- 
profit publishers'  collective,  the 
Copyright  Clearance  Center  in  Salem, 
Mass.  The  big  chemical  company  will 
make  royalty  payments  (averaging 
$1.65  for  ten  pages)  and  send  copies  of 
its  copies  for  double  checking.  Firms 
with  armies  of  researchers  are  among 
what  the  association  considers  "noto- 
rious offenders"  poaching  on  their 
copyrights,  especially  their  technical 
and  scientific  journals.  Giants  like 
IBM,  Exxon,  Bell  Laboratories  and  Du 
Pont  have  already  agreed  to  the  same 
procedure  Cyanamid  has  accepted. 

Why  are  these  powerful  names 
signing  up  so  meekly?  Mainly  be- 
cause copyright  law  flows  from  the 
same  part  of  the  Constitution  (Article 
1,  Section  8)  that  underlies  patent 
law.  Precedents  set  in  copyright  cases 
could  have  a  far  more  significant  ef- 
fect on  the  patents  that  big  technical 
firms  hold  so  dear.  Another,  more 
down-to-earth  reason  is  that  fighting 
a  test  case  against  an  adversary  with  a 
heavy  wallet  could  cost  far  more  than 
paying  16  cents  a  page  for  copying. 
The  publishers  are  prepared  to  ante  up 
considerable  money  to  finance  just 
such  a  suit. 

The  publishers  have  hesitated  to 
take  action  in  part  for  fear  of  offending 
such  groups  as  college  professors, 
whose  word  is  law  in  buying  text- 
books. (Their  action  so  far,  in  fact,  has 
been  more  to  protect  their  journals 
than  their  books.)  But  they  are  now 
aroused.  Charles  Lieb,  an  attorney  for 
the  association,  says  they  will  go  all 
the  way  to  the  U.S.  Supreme  Court,  if 
need  be,  and  he  has  also  filed  suit 
against  Squibb,  another  of  the  "noto- 
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rious  offenders."  The  association  will 
renew  litigation  against  commercial 
copiers  catering  to  the  college'crowd, 
who  want  published  material  without 
buying  a  whole  bookful  of  it. 

The  publishers'  four-year-old  Copy- 
right Clearance  Center  still  has  only 
about  5,000  items  on  its  register  and 
will  take  in  less  than  $1  million  in 
fees  this  year,  but  it  is  only  now  get- 
ting into  its  stride.  (It  is  also  working 
on  a  flat-fee  licensing  arrangement 
that  would  cut  down  on  the  massive 
bookkeeping.) 


Victor  Moore  and  Edward  Arnold 
Does  "pay  the  $2"  cover  piracy? 

The  significant  fact  is  that  publish- 
ers are  following  the  lead  of  the  movie 
and  broadcasting  copyright  holders 
fighting  the  home  video  recorders  in 
the  courts.  And  it  seems  that  rather 
than  spend  the  millions  in  legal  fees  a 
major  suit  would  entail,  companies 
are  heeding  the  refrain  that  comedian 
Victor  Moore  immortalized  in  that 
old  vaudeville  skit:  "Pay  the  $2." 

The  fading  synfuel  dream 

A  little  more  than  a  year  ago,  Forbes 
(Mar.  30,  1981)  could  report  that  the 
synthetic  fuels  program  was  "very 
much  alive  and  well,"  with  $17.2  bil- 
lion still  in  the  $20  billion  kitty  set  up 
by  Congress  for  federal  backstop  fi- 
nancing. True,  the  rules  had  changed 
since  the  Carter  Administration 
launched  its  plan  to  produce  500,000 
barrels  a  day  of  oil  equivalents  by 
1987  and  2  million  barrels  daily  by 
1992.  The  new  federal  Synthetic  Fuels 
Corp.  was  asking  project  backers  to 
pony  up  40%  in  upfront  money,  com- 
pared with  the  original  25%  require- 


ment. That  meant  reliance  on  the  big; 
oil  companies,  the  biggest  cash  boxes 
in  industry,  a  development  the  new- 
wave  energy  companies  didn't  like. 

Today,  this  wave-of-the-future  in-j 
dustry  looks  hopelessly  adrift.  Even 
oil  money  didn't  always  work.  Exxon 
has  just  walked  away  from  the  shale 
oil  plant  it  was  going  to  build  in  Colo- 
rado with  Tosco  Corp.,  after  spending 
something  like  $900  million  on  it. 
The  Colony  plant's  cost,  estimated  at 
$2  billion  to  $3  billion  in  1980,  was 
projected  to  reach  $6  billion  or  more 
by  1987  when  it  was  to  be  finished. 
That  was  too  much  even  for  Exxon. 

Other  oil  giants  had  similar 
qualms.  Panhandle  Eastern  has 
scrubbed  WyCoalGas,  a  planned  coal- 
into-gas  project  in  Wyoming  that  was 
figured  at  $3.5  billion.  Gulf's  $1.4  bil- 
lion SRC  II  (for  solvent  refined  coal) 
plant  in  West  Virginia  was  canceled 
by  its  three  backers — West  Germany, 
Japan  and  the  U.S.  Occidental  Petro- 
leum and  Tenneco  are  reassessing 
their  Cathedral  Bluff  shale  oil  project 
in  Colorado,  estimated  to  cost  $1.6 
billion.  In  Canada,  the  huge  Alsands 
plant,  which  was  to  spend  up  to  $13.9 
billion  to  extract  140,000  barrels  of  oil 
a  day  from  Alberta's  fabled  tar  sands, 
has  lost  its  eight  big-oil  sponsors. 
Exxon  has  written  off  its  own  big  Al- 
berta tar  sands  project. 

Synthetics  aren't  dead  yet.  Union 
Oil,  backed  by  a  price  guarantee  from 
Washington,  is  pressing  its  $550  mil- 
lion shale  oil  plant  in  Colorado.  An 
American  Natural  Resources  project, 
the  $2  billion  Great  Plains  coal  gasifi- 
cation plant  (which  Forbes  called  "an 
early  candidate  for  the  Reagan  chop- 
ping block"),  is  moving  ahead  with  a 
$2  billion  loan  guarantee. 

Economics  broke  the  spell  that 
sparked  the  vision  of  OPEC-free  ener- 
gy sources.  Inflation,  high-interest 
rates,  the  drop  in  oil  prices  to  under 
$30  a  barrel,  while  shale  oil  would 
have  to  cost  $60  or  so  to  be  profitable, 
had  all  united  to  kill  the  dream.  The 
Reagan  Administration's  Synthetic 
Fuels  Corp.  still  had  five  commercial 
projects  on  its  list  for  possible  loan  or 
price  guarantees,  but  the  emergency- 
reserve  plan  of  burying  lakes  of  oil  in 
Louisiana's  salt  domes  seemed  to 
have  a  higher  priority. 

Representative  Jim  Wright  Jr.  of 
Texas,  Democratic  majority  leader  in 
the  House,  may  have  summed  it  up 
best:  "We  need  to  remind  ourselves 
that  corporate  policy  and  national 
policy  do  not  always  coincide." 
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The  high-yield  Life  policy  I  recommend  to  clients  is 
the  one  I  bought  for  myself.  The  Hartford's  Solution/' 


Frank  Kerby,  CPA,  McKinney,  Texas 


he  SolutionSM  is  the  revolutionary  universal  life  insurance  policy  from 
he  Hartford.  It  gives  you  the  permanent  protection  and  tax  advantages*  of 
v/hole  Life,  lets  you  adjust  your  coverage  and  premium  payments  as  your 
eeds  change,  and  currently  earns  12%**  on  cash  value  over  $1,000. 

Find  out  why  financial  advisors  across  the  country  are  recommending- 
ind  buying-The  Solution.  For  a  free  booklet  which  explains  policy  features 
jnd  charges  you'll  want  to  understand  before  buying,  mail  this  coupon. 
('"IC^n.  Or  call  an  independent  agent  who  representsThe  Hartford. 

j  'OUR  MMwrnHert  1 

pSSfcSS^y  '  Rulings  have  been  requested  from  the  IRS  on  Income  tax  treatment. 
y — — - — ^  *  *  This  current  interest  rate  is  guaranteed  for  the  first  policy  year, 
hereafter,  the  rate  may  rise  or  fall  periodically  based  on  anticipated 
Jonetary  conditions  but  will  never  drop  below  4%.  Cash  value  up 
$1,000  and  cash  value  on  loan  earn  interest  at  the  4%  rate. 


able  in  most  states. 


BUSINESS 
HOME 
AUTO 
LIFE 


it  us  protect  your  world.  THE  HARTFORD 


i   -j 

Hartford  Life  Insurance  Company  F"6//7^82 
Sales/Marketing 
PO.  Box  320 
Windsor,  Conn.  06095 

I'd  like  to  know  more  aboutThe 
SolutionSM,  The  Hartford's  revolutionary 
universal  life  insurance  policy. 
Please  send  me  a  free  booklet. 

N  a  me  


Address. 
City  


State- 


Zip. 


Phone  No.  (Home) 
(Bus.)_ 


Reach  the  hig 

for343 


Nothing  gets  through  to  people 
in  high  places  like  a  Telex  message. 
For  example,  nearly  all  of  Fortune's 
500  leading  industrials  are  on  the 
Telex  network.  And  you  can  reach 
any  one  of  them  for  just  34%  cents. 
Instantly.  And  in  writing. 

But  that's  not  all.  There  are  another 
200,000  North  American  Telex  sub- 
scribers, and  more  than  1.5  million 
overseas.  Here  is  just  a  sampling 
of  Who's  Who  on  the  Telex  network. 

Bureaus  and  bureaucrats. 

Want  to  do  business  with  your 
rich  uncle?  (Sam,  that  is.) 

Most  government  agencies  are 
on  the  Telex  network.  (The  Defense 


Department  alone  has  more  than  40( 
listings.)  And  a  Telex  message  cuts 
red  tape  a  lot  faster  than  a  letter  or 
phone  call. 

The  fourth  estate. 

The  Telex  network  also  include 
nearly  three  hundred  major  news- 
papers, business  and  trade  publica- 
tions and  broadcast  media. 

Use  Telex  messages  to  squash  a 
rumor,  for  example,  or  make  an 
important  announcement. 

Money  makers  and 
risk  takers. 

Closing  an  important  deal? 
Business  and  financial 
services  abound  on  the  Telex 


ind  mighty 


than  four  hundred  banks  and  over  five 
hundred  insurance  firms. 

And  when  the  pursuit  of  profit 
takes  you  overseas,  use  Telex  to  do 
business  in  154  countries  worldwide. 

And  then  some. 

But  what  if  you  want  to 
reach  someone  who's  not  a  Telex 
subscriber? 

Simple.  With  your  Telex  you 
can  send  a  message  directly  to  any 


one  of  thousands  of  office  facsimile 
machines.  Or  send  Telegram, 
Mailgram®  or  International 
Cablegram  messages. 

For  our  free  booklet,  "What 
every  executive  should  know  about 
Western  Union's  Telex  network," 
Telex  us  at  642-491.  Or  write  Tom 
Mathai,  Vice  President,  Office 
Message  Services,  Western  Union, 
One  Lake  Street,  Upper  Saddle 
River,  NJ  07458. 


Western  Union's  Telex. 

The  most  underpriced 
message  service  in  the  world. 


Readers  Say 


The  President 
has  Camp  David. 

Now  your  president 
has  Harrah's  Lodge 
at  Middle  Fork, 
secluded  in  the 
Idaho  wilderness. 

To  get  the  "big  picture."  your 
president  and  his  management  team 
should  retreat  to  Harran's  Lodge  at 
Middle  Fork  secluded  in  the  Idaho 
wilderness. 

No  distractions  what  so  ever  . . . 
except  for  towering  mountains,  the 
scenic  river,  a  majestic  forest ...  as 
well  as  comfortable  meeting  facilities. 

The  Lodge  is  owned  and  operated 
by  Harrah's  Hotels  and  Casinos  — 
people  who  know  how  to  cater  to 
important  people  with  important  busi- 
ness to  accomplish. 

To  find  out  more,  write  on  your 
corporate  letterhead  to:  Harrah's 
Lodge  at  Middle  Fork  '  <  Harrah's. 
P.  0.  Box  10.  Reno, 
Nevada  89504. 


CHANGE  OF  ADDRESS 

If  you  arc  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes.  60  Fifth  Avenue 
New  York,  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  I  please  prim  i 


New  Vjdre^ 


Gty 


M  He 


Zip 


n.ite  of  Address  Change 


t  ,»s:o 


Food  prices  not  deflated 

Sir:  Inflation  is  still  rampant  in  the 
supermarket  (Fact  and  Comment,  May 
10).  That's  why  you  haven't  seen  on 
TV  somebody  pushing  a  cart  to  illus- 
trate the  astonishing  drop  in  the  rate 
of  inflation.  I  have  yet  to  find  a  single 
item  reduced  in  price  or  even  the 
same  price  as  the  last  time  I  bought  it. 
— Alice  s  Tbies 
St  Paul,  Mum 

Sir:  The  carts  arc  still  in  the  super- 
markets, but  you  haven't  been.  New 
price  stickers  with  continuous  in- 
creases arc  still  being  pasted  over  the 
old  ones. 
— Phoebe  Roberts 
Briarwood,  \  > 


Bonds  can  be  risky,  too 

Sir:  Your  tax  shelter  story  (Apr  26) 
should  have  mentioned  that  many  of 
the  risks  inherent  in  shelters  have 
parallel  risks  in  the  fixed-income  se- 
curities touted  as  superior.  While  to- 
day's current  rates  of  return  arc  high, 
the  real  returns  could  decline.  Either 
an  increase  in  the  prevailing  interest 
rate  or  in  the  inflation  rate  could 
erode  the  value.  Moreover,  the  13% 
tax-free  rate  mentioned  is  typical  only 
of  long-term  bonds  that  may  not  ma- 
ture for  several  decades. 
— Leslee  Karen  Luedke 
Berkeley,  Calif. 


Oil  tax  would  hurt 

Sir:  You  glibly  state  that  we  can 
"promptly  slap  a  $10  excise  tax  on 
imported  barrels  of  oil"  (Fact  and 
Comment,  Apr  12)  The  American  do- 
mestic oil  producer  will  have  another 
government  subsidy  while  the  aver- 
age homeowner  pays  higher  prices  for 
heating  oil  and  gas.  Additionally, 
America's  export  viability  in  the  area 
of  manufactured  goods  will  be  further 
damaged  as  the  American  manufac- 
turer absorbs  substantially  higher  fuel 
costs  than  his  foreign  competitor. 
— Lloyd  C  Hansen 
Memphis,  Tenn 


Kennedy  had  it  easy 

Sir:  Everyone  is  down  on  supply-side 
economics  (Fact  and  Comment.  Apr  26) 
because  economic  factors  today  are 
not  the  same  as  they  were  when  Ken- 


nedy cut  taxes  20  years  ago.  He  dicp 
not  have  to  cope  with  high-priced  oil 
He  did  not  face  indexed  social  secun  I 
ty  and  other  welfare  benefits  swollerl 
by  years  of  high  inflation  and  current! 
high  unemployment.  He  did  not  factl 
two  major  industries  (autos  and  rcsil 
dential  building)  in  what  approaches! 
depression,  with  farmers  getting 
close.  He  did  not  face  greater  dcfcnscl 
needs  at  inflated  costs.  He  did  not  faccl 
inflation. 

— Laurence  I  Gould 
Beachwood,  Ohio 

We  f>ot  tlx?  problems  enumerated  fr\ 
Reader  Could  because  Kennedy's  succes 
sots  abandoned  supply  side  principles 
that  JFK  bad  followed — MSF  Jr. 


Playboy  channel 

Sir.  You  hurt  my  feelings  in  your  sto- 
ry on  cable  (May  24)  by  listing  Esca- 
pade alone,  owned  only  by  Cablevi- 
sion.  It  is  Escapade/Playboy,  and  will  I 
be  the  Playboy  channel  by  the  end  of  | 
the  year.  The  owners  are  Playboy  En- 
terprises, Inc.  and  Rainbow,  which  is  I 
itself  a  )oint  venture  among  Cablevi- 
sion,  [Cable  TV  broker  Bill]  Daniels) 
and  Cox  Broadcasting. 
— Christie  I  lefner 
/'resident. 

Playboy  Fnteiprises,  Inc 
Chicago,  III 


Surplus 
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Sir:  Your  article  "Cookie,  Inc."  (May 
10)  reminded  me  of  the  classroom 
question:  Name  the  three  world  sur- 
pluses. Answer:  cotton,  wheat  and 
Girl  Scout  cookies. 
— Roy  Rike 
Toledo.  Ohio 


Stern  critic 

Sir:  I  am  very,  very  upset  about  Mr. 
Stern's  comment,  "if  it's  food  and  de- 
cor you're  looking  for  ...  go  some- 
where else"  (Side  Lines,  May  10)  If  you 
ask  your  chairman,  Malcolm  Forbes,  I 
am  certain  he  will  recommend  our 
restaurant  to  you  for  its  culinary  val- 
ue, since  he  is  a  very  good  patron  of 
our  establishment  and  considers  our 
establishment  as  one  of  the  premier 
dining  spots  in  Los  Angeles.  Our  culi- 
nary awards  include  the  recent  Ivy 
Award  and  the  restaurant  Blue  Blood 
Award.  I  did  not  know  that  Mr.  Stern 
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day's  battle  for  increased  office 
uctivity,  you  need  a  copier  that's 
lly,  not  an  enemy.  That's  why 
e  assembled  the  Royal  Task 
e.  An  elite  line  of  tougher,  more 
jndable  copiers  with  the 
meed  features  and  options  to 
t  any  copying  challenge, 
you're  fortifying  a  small  office, 
al  is  ready  with  a  better  quality 
(top  copier.  If  you're  holding  the 
jle  ground,  Royal  has  a  choice  of 
luctive  medium-volume  copiers, 
u  have  a  larger  mission,  Royal 
'S  features  like  reduction  and 
•mafic  document  feeding  and 
ing. 

'hether  you  need  one  reliable 
er,  or  an  entire  corporate  platoon, 


the  Royal  Task  Force  is  prepared  for 
active  duty.  And  every  copier  we 
put  in  the  field  is  backed  by  a 
nationwide  army  of  expert  service 
engineers. 

You  can  win  the  battle  for  greater 
productivity!  The  first  step  towards 
victory  is  the  coupon  on  the  right. 


Royal  Business  Machines,  Inc. 
Dept.  510 
500  Day  Hill  Road, 
Windsor,  CT  06095. 

I'M  READY  TO 
FIGHT  TOR 
PRODUCTIVITY. 

Send  me  more  information 
on  the  Royal  Task  Force  of  reliable  copiers. 


Name 


Title 

Phone 

Company 

Address 

City 

State  Zip 

Otlice  Typewriters  •  Plain  Paper  Copiers  •  Electronic  Typewriters 
Text  Editing  Typewriters  •  Word  Processing  •  Roytypec"  Supplies 


ROYAL 

ROYAL  BUSINESS  MACHINES.  INC 

A  copier  for  every  task. 


il  Aziz  Airport,  Jedda 


i  I 


mm. 


It  begins  with  boarding  our  spectac- 
ular Boeing  747SP  at  JFK  and  land- 
ing nonstop  in  Jeddah.  Saudia's 
private  terminal  at  King  Abdul  Aziz 
Airport  is  the  most  modern  air- 
port in  the  world.  And  while  you 
may  be  a  long  way  from  home,  our 
special  service  makes  you  feel  any- 
thing but. 

It  is  service  that  lets  you 
enjoy  the  fastest  way  to  connect 


to  our  flights  not  only  within  the 
Kingdom,  but  to  Africa,  Europe, 
the  Middle  East  and  the  Far  East. 

And  it  is  service  that  gives 
you  the  benefit  of  our  knowledge 
of  our  country's  way  of  doing 
things... to  make  things  easier  and 
more  pleasant  for  you  once  you're 
in  our  country. 

At  Saudia,  we  don't  think  serv- 
ing you  should  end  when  you  land. 


Right  Number:  SV020  (B747  SP) 
Departures:  Tuesday,  Thursday.  Friday.  Sunday 

Depart:             New  York  1 0:00  p.m. 

Arrive:              Jeddah  4:50  p.m.' 

Depart:             Jeddah  7:45  p.m. 

Arrive:  Riyadh  9:15  p.m. 
•Arrival  next  day.  all  times  local. 


Right  Number:  SV021  (B747  SP) 
Departures:  Monday,  Wednesday,  Thursday. 
Saturday 

Depart:             Riyadh                 9:40  p.m. 
Arrive:              Jeddah                11:15  p.m. 
Depart:             Jeddah                12:45  a.m.* 
Arrive:              New  York               6:40  a.m. 
•Arrival  next  day.  all  times  local.   


SAUDI  ARABIAN  AIRLINES    Member oi iata 

Welcome  to  our  world. 

Los  Angeles:  (213)  552-9000.  (800)  252-2161  Calif,  only.  (800)  421-4680  Outside  Calif. 
Houston:  (713)  688-7777,  (800)  392-0714  Texas  only.  (800)  231-3476  Outside  Texas. 
New  York:  (212)  758-4727.  (800)  223-0468  Outside  New  York. 


Jr~  *  /  -,jr> 


New  York 
•«* — 


:  ,.,v.-,.. 


Jeddah 

W 


>Dhahran 

Riyadh 


hi 


Readers  Say 


was  a  food  critic  nor  did  I  know  that 
you  could  judge  a  restaurant  from 
having  one  dish. 

— Patrick  A.  Terrail 

Ma  Maison 

Los  Angeles,  Calif. 


Alternative  to  gasoline 

Sir:  Re  the  "Propane  Gassed"  item 
(Other  Comments,  Apr.  26),  propane 
safely  powers  millions  of  vehicles,  in- 
cluding numerous  police  cars.  It  has 
an  excellent  safety  record.  Currently 
it  is  enjoying  unprecedented  growth 
as  an  alternative  to  gasoline,  especial- 
ly for  fleets. 
— -J.D.  Capps 
Executive  Vice  President. 
National  IP-Gas  Association 
Oak  Brook,  III. 


The  risks  of  running 

Sir:  In  "What  makes  CEOs  run?" 
(Personal  Affairs,  Mar.  29),  you  state 
that  my  husband,  Neil  Sonenberg, 
"died  of  a  heart  attack"  one  week 
after  completing  the  New  York  City 
Marathon. 

The  point  is  that  after  six  years  of 
serious  running  (40  to  70  miles  a 
week),  a  low  salt  and  low  cholesterol 
diet  for  three  years  and  no  chest  pains, 
a  runner  can  drop  dead  as  a  result  of 
the  very  disease  he  believes  that  run- 
ning will  prevent. 

Surprisingly,  a  review  of  recent 
medical  journals  indicates  that  this 
phenomenon  is  not  nearly  as  unusual 
as  one  might  think.  I  am  not  foolish 
enough  to  believe  that  this  letter  will 
stop  anyone  from  running,  but 
shouldn't  spouses,  co-workers,  stock- 
holders and  runners  themselves  be 
fully  aware  of  the  risks? 
— Suzy  Dalton  Sonenberg 
Kings  Point,  N.Y. 


"Functional"  illiteracy 

Sir:  On  page  111  (May  10),  we  learn 
that  99.5%  of  Americans  were  literate 
in  1975.  This  statistic  will  delight  the 
educationists  who  have  been  teaching 
kids  to  read  for  the  past  50  years  with 
their  look-and-guess  method,  but  it 
will  hardly  satisfy  industry's  person- 
nel managers  looking  for  applicants 
who  can  read  and  write. 
—John  V.  Gordon 
Redgranite,  Wis. 


Man  tailored 


His  office  or  hers,  your  home  or  theirs— Seiko 
Quartz  Clocks  make  an  impression.  Espe- 
cially when  the  look  of  leather  is  contrasted 
with  champagne  dials.  The  crisp,  clean-cut, 
ultra-thin  new  wall  clock  is  framed 
in  brown  leatherette  and  meta 
The  table  clock  is  framed 


arc  of  brown  leatherette,  has  stick  markers 
and  an  alarm.  Both  are  cordless,  battery- 
powered  with  world-famous  Seiko  accur- 
acy. See  the  entire  collection  of  Seiko 
Quartz  Clocks,  priced  from  $45  to 


etal.  ^JEIICC^  *395  at  better  8'ft'  dePartment 
n  an  ^*J***^  and  jewelry  stores. 


Come  to  The  Homestead.  Enjoy  the  beauty  of  southern 
mountains.  Play  golf  on  our  three  great  courses.  Try  our  tennis, 
swimming,  horseback  riding,  or  fish  our  private  trout  stream.  Then 
relax  and  dine  magnificently.  For  reservations  see  your  travel  agent, 
or  call  toll-free  800-336-5771.  In  Virginia,  call  800-542-5734. 


/  HOMESTEAD 

Mot  Springs.  Virgin  in 

y.  1 "  '•   mi  in  wn  i  in  *i  — _ 
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9ouloflOPGATour 
golfers  choose  our  golf  shafts. 
Now  that's  a  big  slice. 

Mr 


True  Temper,  an  Allegheny 
International  company,  develo 
the  first  step-tapered  tubular  s 

golf  shaft  over  40  years  ago 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


If  your  game  is  golf,  chances 
are  your  golf  shafts  are  made  by 
True  Temper.  More  golfers  on 
the  PGA  Tour  play  with  our 
high-quality  Dynamic  golf  shafts 
than  any  other. 

True  Temper  is  one  of  the 
Allegheny  International  com- 
panies applying  its  special  skills 
to  meet  special  consumer  needs 
the  world  over. 

As  well  as  supplying 
our  popular  golf  shafts, 
True  Temper  is  meeting 
the  special  needs  of  sports 
enthusiasts  with  lightweight 
steel  racquet  frames  for  ten 
n is  and  racquetball. 

Vita  master,  another  Allegheny 
International  company,  is  apply- 
ing its  special  skills  to  meet 
consumer  demands  for  exercise 
and  fitness  equipment. 


Vita  master  bicycle  exercisers, 
rowing  machines  and  treadmills 
are  recognized  as  the  finest 
available  in  U.S.  markets. 

Allegheny  International  is 
also  a  major  manufacturer  of 
diving  boards,  stainless  tubular 
products  and  equipment  for 
swimming  pools  and  decks. 
At  Allegheny  International, 
we  believe  that  applying 
special  skills  to  meet  spe- 
cial needs  is  the  key  to 

True  Temper  is  the  world's 
largest  manufacturer  of 
steel  frames  for  racquetball 
and  tennis. 


New  Vitamaster 
Pro-1000  exercise 

bike  features 
electronic  readout 
of  time,  speed,  , 
distance,  pulse  s 
rate,  and  calories 
expended.  ♦ 


our  future  growth.  And  we're 
applying  our  special  skills  in 
some  of  the  world's  fastest 

growing  markets— 
aerospace  and  defense; 
safety  and  protection;  electronics; 
and  consumer  products  for  the 
home,  kitchen,  lawn  and  garden. 


That's  what  makes  Allegheny 
International  so  special. 

For  more  information  about 
Allegheny  International,  write  to 
us  at  Box  456  S,  Two  01  iver  Plaza, 
Pittsburgh,  PA  15230. 

Dynamic,  True  Temper  and  Vitamaster  are  registered  trademarks. 
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It's  crystal-clear. 
It's  a  bit  more  expensive,  but  for  a  crisp  Gin  &  Tonic, 
the  world  comes  to  Gordon's! 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


ONLY  IF  YOU  THINK  A  DEPRESSION'S  NOW  BEGINNING 

could  you  say  that  the  recession  is  now  ended. 


WHEN  THAT  SINGLE  ARGENTINE  MISSILE  BLEW  BRITAIN'S 


newest-class  destroyer  to  kingdom  come,  it  also  blew  up — 
and  maybe  out — a  lot  of  the  assumptions  on  which  our 
own  huge  carrier-cored  surface  Navy  now  operates. 

That  $50  million  destroyer  contained  many  of  the  most 
modern  weapons  and  electronics  systems.  She  was  built  to 
protect  the  carriers  and  other  naval  ships  and  operations 
from  exactly  the  sort  of  missile  attack  that  sank  her  with 
one  shot.  The  French-built  $200,000  missile  was  fired 
from  a  plane  20  miles  away. 

If  Argentina  can  do  that,  what  kind  of  havoc  do  you 
suppose  Qaddafi,  if  he  dementedly  desired  to,  could  let  fly 
at  our  Sixth  Fleet  when  it  next  enters  the  Gulf  of  Sidra, 
whose  waters  he  claims?  Sure,  we  shot  down  two  Libyan 
aircraft.  But  suppose  they  had  fired  as  good  as  or  possibly 
better  than  the  same  French  missiles  first?  And  then  fired 
more  such  from  numerous  Libyan  land-based  sites? 

The  instant  knee-jerk  reaction  from  Navy  Secretary 
Lehman  that  this  couldn't  happen  to  our  ships  because  we 
would  have  prevented  any  Argentine  plane  from  coming 
within  range  doesn't  wash.  Especially  in  a  more  confining 
sea  like  the  Mediterranean. 


Maybe  before  we  spend  multiple  $billions  multiplying 
our  existing  naval  surface  forces,  we  should  instantly  set 
up  another  Billy  Mitchell-type  exercise.  You'll  recall  he 
proved  in  the  1920s  that  airplanes  dropping  relatively 
small  bombs,  crudely  aimed,  could  sink  battleships.  For  all 
practical  purposes  that  practical  exercise  sank  all  battle- 
ships and  brought  on  the  carrier  as  the  capital  ship. 

Let's  swiftly  put  one  of  our  mothballed  World  War  II 
carriers  out  to  sea  and  surround  it  with  other  mothballed 
ships  equipped  with  the  latest  antimissile  devices.  Then 
see  how  many  of  our  most  modern  missiles  it  takes,  fired 
from  how  many  planes  or  how  many  land  sites,  to  bottom 
up  these  warships  equipped  with  the  latest  in  electronic 
antimissile  defenses. 

Just  to  brush  off  the  disaster  to  Britain's  most  modern 
destroyer  as  an  aberration,  or  to  blame  it  on  inferior  British 
building  materials  or  naval  technological  ineptness,  won't 
persuade  intelligent  (and  there  are  a  good  number  of  such) 
congressmen  and  senators  to  give  uncritical  go-ahead  to 
vast  new  expenditures  for  more  of  the  same  surface  ships 
we  now  rely  on. 


AND  THOUGH  WE'VE  BEEN  ADVOCATING  TANKS  BY  THE  THOUSANDS 


as  part  of  our  buildup  of  conventional  forces  to  counter 
Russia's  20,000  tanks,  given  the  seemingly  surefire  capa- 
bility of  "smart"  small  missiles  to  incinerate  'em,  maybe 
it  wouldn't  be  such  a  smart  way  to  invest  multi-$billions. 

Writes  columnist  Tom  Wicker:  "Richard  Garwin,  a 
physicist  and  defense  specialist  and  member  of  the  Union 
of  Concerned  Scientists,  said  that  the  U.S.  now  has  or  can 


quickly  develop  hand-held,  air-delivered,  missile-deliv- 
ered and  artillery  weapons,  utilizing  such  devices  as  laser 
beams  and  infrared  homing,  that  could  make  tanks  all  but 
useless  in  attack." 

So  maybe  it  would  be  cheaper  and  more  effective  to 
equip  NATO  forces  with  thousands  of  such  antitank 
weapons  instead  of  the  tanks? 
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A  TIME  BOMB  THAT  CAN  EXPLODE  ANY  TIME 


Unemployment  for  inner-city  youth  (16  to  19)  now 
exceeds  50%  in  New  York.  It  is  estimated  to  be  greater  in 
Washington,  D.C.  and  Detroit,  and  in  other  cities  where 
minority  groups  are  now  the  majority.  "Inner-city  youth" 
is,  of  course,  a  euphemism  for  blacks  and  other  nonwhites. 

For  several  obvious  and  a  number  of  not-so-obvious 
reasons,  unemployment  for  these  young  people  has  always 
considerably  exceeded  the  national  unemployment  rate. 
But  it's  been  nothing  like  this  high  in  50  years — if  ever. 

The  inequity  and  the  danger  are  palpable. 

The  other  evening  Jack  Anderson  told  me  his  staff  had 
just  finished  a  firsthand  survey  in  a  number  of  inner-cities, 
and  he  commented:  "While  there  is  a  possibility  it  might 
not  result  in  widespread  rioting  this  year,  it's  almost  a 
certainty  next  year  if  there  is  no  big  improvement."  He 
added,  "And  this  time  we're  told  the  rioting  and  destruc- 
tion won't  be  in  their  own  neighborhoods." 

CETA,  the  cut-back  federal  work  program,  provides  a 
very  costly  and  not  very  effective  palliative.  Summer- 
time's toughest,  what  with  school  out  and  the  number  of 
young  people  with  no  jobs,  little  to  do  and  few  places  to  go. 

In  New  York,  under  the  leadership  of  Citibank  President 


Bill  Spencer,  an  enormously  effective  partnership  of  busi- 
ness and  civic  leaders  is  aiming  at  providing  15,000  jobs.  A 
previous  effort,  aimed  at  12,000  summer  jobs  for  these 
disadvantaged  youths,  resulted  in  14,000  jobs  provided  by 
1,800  firms.  The  reaction  of  all  concerned  was  extraordi- 
narily heartening.  Joseph  Garcia,  on  loan  from  Citicorp  to 
work  on  the  program,  showed  us  the  results  of  a  survey  of 
those  involved  in  last  year's  effort: 

•  87%  of  the  employers  would  participate  again; 

•  90%  would  gladly  supply  written  references  for  the 
young  people  they  hired; 

•  87%  rated  the  job  performance  of  the  young  people  at 
average  or  above; 

•  84%  of  the  youth  said  they  considered  the  experience 
worthwhile. 

If  business  and  civic  leaders  in  our  major  cities  swiftly 
go  and  do  likewise  in  setting  up  Summer  Jobs  For  Youth,  it 
will  not  only  defuse  a  dangerous,  ticking  bomb  but  will 
give  a  lift  to  everyone  involved.  And  it  will  inspire  the  rest 
of  America's  communities  to  tackle  head-on — and  on  their 
own — some  of  the  problems  that  beset  us,  the  challenges 
that  confront  us. 


YOU  WANNA  KNOW  WHY  HOME  BUYING  COLLAPSED? 

And  why  asking  prices  have  nothing  to  do  with  selling  prices? 


IMMACULATE  & 
COZY 

First  time  offered, 
this  centrally  located 
starter  home  con- 
tains 2  bedrooms,  1 
bath,  living  room, 
dining  room  and  eat- 
in  kitchen. 

WON'T  LAST  AT 

S1 28.000 


NEW  LISTING 

Start  out  with  this  ador- 
able Cape  that  offers 
expansion  possibilities 
for  the  growing  family. 
Living  room  with  fire- 
place, up-dated  kitch- 
en, playroom  with  wet 
bar,  2  bedrooms  and 
bath.  Low  maintenance 
grounds,  low  taxes  and 
convenient  location. 

PRICED  TO  SELL  AT 

$127,000 


OUCH 

The  other  day  we  were  checking  out  a  restaurant  for  Forbes  and  overheard  a 
comment  that  was  more  of  a  stopper  than  the  food  was.  Said  a  young  lady  to 
her  escort:  "I  remember,  dear,  the  first  time  we  met — way  back  in  1976." 

THE  RACKET  OF  "QUOTING"  MOVIE  CRITICS 


out  of  context  is  so  old,  so  prevalent,  so  blatant  as  to  be  in 
itself  an  art  form.  Herewith  is  a  most  recent  experience. 
From  Fact  and  Comment  movie  comments,  Apr.  26: 
"Porky's  is  set  in  a  Miami  high  school,  circa  the  Eisen- 
hower era.  Despite  its  language  and  explicitness,  the  con- 
centration on  sex-beer-sex-cars  is  good,  clean,  healthy, 
wholesome  fun  compared  with  the  wrenching  drug  pits 
German  kids  plunge  into  in  Christiane  F.  This  film  is 


marked  'R,'  but  it  should  be  required  viewing  for  every 
teenager.  Their  parents  don't  need  it." 

And  here's  the  "quotation"  that  appeared  in  advertising 
for  Porky's:  "The  concentration  on  sex-beer-sex-cars  is 
good,  clean  healthy,  wholesome  fun  .  .  .  This  film  is  marked 
'R, '  but  it  should  be  required  viewing  for  every  teenager." 

With  this  film  a  box  office  bonanza,  you'd  think,  in 
this  instance,  misblurbing  wouldn't  be  necessary. 


26 


FORBES,  fUNE  7,  1982 


LEE  IACOCCA  IS  SOMETHING  ELSE  AGAIN 


If  there's  another  corporate  chief  who's  so  two-fistedly 
articulate  and  able,  who's  so  unambiguously  specific  on 
his  projections,  problems,  needs  and  horizons,  I  don't 
know  him.  At  lunch  here  the  other  day,  Lee  Iacocca 
responded  to  the  challenging  queries  of  Forbes  editors, 
e.g.,  how  many  quarters  could  Chrysler  survive  if  it  con- 
tinued at  the  rate  of  this  year's  first-quarter  $89  million 
loss?  (Answer:  17.) 


Whether  it  was  on  the  subject  of  Washington,  tariffs,  the 
Japanese,  U.S.  productivity,  the  caliber  of  U.S.  workers, 
the  effect  of  gasoline  price  reductions  ("our  biggest  cars, 
giving  the  least  mileage,  are  back-ordered"),  he  said  his  say 
with  no  uncertainty. 

The  flavor  of  the  man  and  how  Chrysler's  looking  these 
days  come  through  beautifully  in  Jerry  Flint's  story,  "Wipe 
that  sneer,"  on  page  38. 


CAROL  BURNETT  IS 

For  more  years  than  she  probably  likes  to 
remember,  Carol  Burnett  has  been  knocking 
us  out  with  her  comedy  routines.  In  contrast  to 
Richard  Pryor,  who  can  send  a  message  with 
just  a  twitch  of  facial  muscle,  Carol  Burnett's 
whole  face  explodes  in  contortions  conveying 
pain,  joy,  disbelief,  or  whatever. 

In  a  recent  TV  skit  Carol  was  convulsed  by  a 


v  Si 


THOSE  WITH  THE  LEAST 

sense  of  humor  laugh  loudest. 


THE  FUNNIEST 

cold,  clouding  the  air  with  coughing,  sneezing, 
wheezing  while  her  germ-fearing  hypochondri- 
ac husband  scurried  every  which  way  to  avoid 
her  nasal  spray.  "I  must  have  caught  this  from 
Mabel,"  moans  clogged  Carol. 

Flailing  away  at  the  infection-filled  air,  her 
usually  Milquetoast  man  asks,  "What  germs 
would  leave  her  body  for  yours?" 

FEIGNING 

invariably  fails. 


THE  PRICE  WE  PAY  FOR  AN  UNSTABLE  DOLLAR 


By  M.S.  Forbes  Jr. 


The  dollar's  gyrations  in  recent 
weeks  underlines  the  flaw  of  the 
current  floating  exchange  rate  sys- 
tem. The  swings  in  the  dollar's  val- 
ue against  other  major  currencies 
are  wide  and  disruptive  and  have 
damaging  political  and  economic 
repercussions. 

The  dollar  has  been  on  a  roller 
coaster  since  1973  when  we  went  to 
floating  exchange  rates.  In  the  late 
1970s  it  plunged  to  absurdly  low 
levels.  The  pendulum  subsequently 
swung  almost  as  far  in  the  opposite 
direction.  Hence,  the  greenback's 
current  shakines-s. 

Why  the  extreme  swings?  Under 
floating  exchange  rates,  there  are  no 
fixed  values.  With  each  country 
pursuing  its  own  narrow  monetary 
policy,  there  is  no  faith  that  an  ex- 
change rate  relationship  between 
two  currencies  can  last.  Thus,  ex- 
pectations about  the  future — it 
doesn't  matter  whether  they're 
right  or  wrong — dominate  the  mar- 
kets, and  these  moves  take  on  a  life 
of  their  own.  As  in  stocks,  this  mar- 
ket can,  and  often  does,  go  over- 
board about  a  currency's  prospects. 

To  say  that  "in  the  long  run" 
these  enormous  oscillations  even 


out  misses  the  point. 

Our  increasingly  bitter  dispute 
with  Japan  is  an  example  of  how  the 
dollar's  gyrations,  up  or  down,  can 
hurt  economically  and  politically. 

Experts  estimate  that  the  yen  to- 
day is  still  underpriced  vis-a-vis  the 
dollar  by  as  much  as  20%.  This 
means  Japan's  exports  to  this  coun- 
try are  too  cheap;  our  exports  to 
them,  too  expensive.  "A  very  signifi- 
cant part  of  our  $18  billion  trade 
deficit  with  Japan,"  notes  Edward  M. 
Bernstein,  one  of  the  foremost  mon- 
etary experts  today,  "is  due  to  the 
undervaluation  of  the  yen,  rather 
than  trade  barriers. "  A  more  realistic 
exchange  rate  would  lessen  this  im- 
balance, but,  meantime,  such  defi- 
cits fan  protectionist  pressures. 

Our  trade  in  manufactures  is  espe- 
cially sensitive  to  the  dollar's  value. 
Last  year,  thanks  in  major  part  to  our 
currency's  deamess,  our  imports  of 
manufactures  jumped  17%;  exports 
slumped  9% .  This  is  costing  us  jobs. 

The  dollar  is  overvalued  against 
the  yen  and  deutsche  mark.  Within 
the  not-too-far-distant  future,  it 
could  be  undervalued,  which  will 
add  to  our  inflationary  pressures. 

Can  we  ever  get  a  realistic  value 
and  a  return  to  stability?  Only  if  we 
go  back  to  something  similar  to 


what  we  had  in  the  1950s  and 
1960s,  the  so-called  Bretton  Woods 
system.  The  dollar  was  tied  to  gold 
at  a  fixed  rate,  and  other  major  cur- 
rencies, in  turn,  were  pegged  to  the 
dollar.  Countries  had  to  tailor  their 
financial  policies  to  keep  their  ex- 
change rates  steady.  The  arrange- 
ment worked:  The  average  rate  of 
inflation  for  industrial  countries 
during  the  Bretton  Woods  regime 
was  less  than  2%,  and  we  experi- 
enced the  greatest  economic  boom 
of  modern  times. 

The  system  was  not  perfect,  of 
course.  Countries'  relative  perfor- 
mances were  not  fixed,  and  so  there 
were  periodic  devaluations.  These 
were  often  preceded  by  highly  pub- 
licized crises  in  which  finance  min- 
isters would  huddle  to  see  if  a  cur- 
rency's value  could  be  preserved. 
"How  much  neater  and  less  messy 
it  would  be  if  we  had  floating  ex- 
change rates,"  critics  said. 

The  chief  fault  of  the  system  was 
that  countries  that  came  to  have  un- 
dervalued currencies,  e.g.,  Germany 
and  Japan,  had  no  incentive  or  effec  - 
tive prod  to  revalue  their  money, 
thereby  giving  themselves  some- 
thing of  a  trade  advantage. 

But  such  flaws  pale  in  compari- 
son to  what  we've  had  since. 


FORBES,  JUNE  7,  1982 


27 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Luce  Talk  in  Her  80th  Tear 

Upon  her  resignation  as  Eisenhow- 
er's envoy,  Clare  Boothe  Luce  was 
asked  if  she  found  being  a  woman  a 
diplomatic  disadvantage.  "I  couldn't 
possibly  tell  you.  I  have  never  been  a 
man,"  she  told  reporters. 

Now  she  is  conducting  a  tour  of  her 
glass-top  coffee  table  which  must 
[contain]  a  hundred  beribboned  med- 
als, crosses  of  honor,  keys  to  the  city 
and  other  decorations.  "If  I  want  to 
show  them  off,  why  not?  You  know 
that  old  joke — 'You  get  your  first 
decoration  by  mistake  and  the  rest 
just  follow.'  " 

— Paul  Hendrickson, 
International  Herald  Tribune 

Tax-Free  Rich? 

Who's  really  carrying  the  federal 
tax  load?  Treasury  figures  show  that 
the  top  10%  in  income  paid  more 
than  half  the  total  take  in  individual 
income  taxes.  The  top  50%  of  tax 
filers  paid  a  whopping  93%  of  the 
total. 

— U.S.  News  &>  World  Report 

The  President's  latest  tax  proposals 
are  stirring  unrest  among  Republi- 
cans. Like  the  proposal  to  raise  fees 
for  federal  facilities  for  the  owners  of 
private  planes  and  yachts:  "For  a  Re- 
publican, that's  tampering  with  their 
social  security." 

— Joey  Adams,  New  York  Post 

Whose  Mistake? 

One  Wall  Street  analyst  believes 
that  the  biggest  mistake  made  by  Ar- 
chie R.  McCardell,  fired  from  the  top 
job  at  International  Harvester  Co., 
was  to  suffer  a  six-month  strike  by  the 
United  Auto  Workers  in  1979-80. 
Given  the  fact  that  Harvester's  wage 
costs  had  made  it  uncompetitive  and 
the  UAW  now  is  having  to  backpedal 


to  try  to  save  its  members'  jobs,  isn't 
it  possible  that  the  union  made  a  big 
mistake  as  well? 

— Wall  Street  fournal  editorial 

No  "Strong,"  No  "Weak" 

War,  in  the  opinion  of  many  plan- 
ners, has  entered  a  new  dimension  in 
which  there  no  longer  are  "strong" 
countries  or  "weak"  countries.  The 
new  determinant  may  be  the  number 
of  precision  guided  missiles  a  country 
can  afford  to  buy  and  deploy.  There  is 
no  lack  of  vendors. 

— Drew  Middleton, 
New  York  Times 

U.S.A.  a  Bargain 

When  I  say  that  America  is  the 
wealthiest  and  most  asset-rich  coun- 
try in  the  world,  it  is  not  to  brag,  but 
to  state  a  fact,  and  a  balance  sheet  fact 
that  I  believe  most  people  in  America 
are  not  aware  of.  I  believe  that  Amer- 
ica Inc.  is  the  most  underpriced  stock 
on  the  board  today.  Judging  from  the 
continuing  flow  of  investment  capital 
into  the  U.S.,  people  in  Europe,  in  the 
Middle  East  and  Asia  know  Ameiica 
Inc.  is  a  great  bargain  selling  well  be- 
low book  value. 

— David  Mahoney,  CEO, 
Norton  Simon  Inc., 
speech  to  the  Swiss- 
American  Chamber  of  Commerce 

Horny  Rolls 

A  successful  construction  contrac- 
tor, Joe  R.  Pittman,  may  blaze  new 
legal  trails  by  suing  Wyoming  for 
damages  to  his  automobile  caused  by 
a  collision  with  two  pronghorn  ante- 
lopes last  September.  Pittman  feels 
that  because  antelopes  are  state  prop- 
erty and  because  the  accident  oc- 
curred on  a  public  (though  federal) 
highway,  the  state  should  pay  for 


damages.  Pittman's  car  is  a  1979 
Rolls-Royce,  sticker  price  $92,000. 
The  repair  bill:  $10,000. 

— Bob  Tkacz,  Outside 

Throwing  Insults 

All  nine  of  the  57,500-ton,  39-year- 
old  battleship  New  Jersey's  guns  start 
pumping  out  a  stream  of  steel  at  the 
rate  of  16  tons  per  minute.  The  object 
of  such  firepower  was  memorably 
captured  by  Lord  John  (Jackie)  Fisher, 
First  Sea  Lord  of  the  British  Admiral- 
ty, often  called  the  father  of  the  mod- 
ern battleship.  "If  you  are  insulted  at 
the  dinner  table,"  said  Lord  Fisher, 
"don't  throw  the  decanter  stopper  at 
the  offender.  Throw  the  decanter!" 

— William  H.  Honan, 
New  York  Times  Magazine 


I  do  not  much  care  for  na- 
ture, and  believe  that  flow- 
ers belong  in  vases  rather 
than  loose  and  untidy  on  the 
ground. 

—1876,  by  Gore  Vidal 


Love  That  Limelight! 

The  penalty  for  love  of  power  is  that 
a  day  comes  when  it  no  longer  exists. 
The  loss  is  excruciating.  .  .  .  Little 
wonder  that  rulers  struggle  to  main- 
tain power,  even  if  they  must  turn 
dictatorial  and  kill  to  do  so.  And  simi- 
larly, little  wonder  that  artists,  ath- 
letes and  politicians  almost  never 
gracefully  quit  the  scene  of  the  tri- 
umphs they  can  no  longer  repeat.  Pow- 
er is  an  addictive  drug.  That  is  one 
reason  why  it  corrupts.  That  is  why 
politicians  are  forever  running.  They 
cannot  stand  the  withdrawal  pains. 

— Louis  Nizer, 
Reflections  Without  Mirrors 

Tit  for  Tat 

When  Sargent's  painting  of  Belle 
Stewart  Gardner  in  a  low-cut  dress 
was  exhibited  at  a  Boston  club,  a 
member  was  heard  to  remark  crudely 
(in  a  reference  understood  by  anyone 
familiar  with  the  White  Mountains) 
that  she  was  naked  "all  the  way  down 
to  Crawford's  Notch."  Belle  was  un- 
perturbed, although  she  did  remark, 
when  asked  for  a  contribution  to  the 
Charitable  Eye  and  Ear  Infirmary,  that 
she  did  not  know  there  was  a  charita- 
ble eye  or  ear  in  Boston. 

— The  Magnificent  Builders 
and  Their  Dream  Houses, 
Joseph  J.  Thorndike  Jr. 
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THE  STRONG  BANKERS 


America's  strongest  big  bank  is  not  in  New  York.  Of  the  country's  50  largest  banks, 
AmenTrust  is  first  in  the  ratio  of  equity  to  assets.  That's  the  kind  of  management 
that  can  make  a  real  difference  when  you  need  a  strong  financial  partner. 
AmenTrust,  Cleveland,  Ohio. 


he  Best  Sellin 
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SCOTP.AND  IMPORTED  Br  THE  BUCKINGHAM  CORPORATION.  N£W»Oo 


i  LOT  OF  US  HAVE  WILD  IDEAS.  HERE'S  TO 
THOSE  WHO  GET  THEIRS  OFF  THE  GROUNE 


■ 


Maxie  and  Kris  Anderson 


For  105  years,  attempts  havi 
been  made  to  cross  the  Atlani 
by  balloon.  All  of  them  failed 

Until  in  1978,  on  their  seco 
try,  Maxie  Anderson  and  his  i 
partners  astounded  the  world 
They  made  it. 

The  following  year,  he  and 
son,  Kris,  (who  holds  the  worl 
hot  air  balloon  distance  recorc 
piloted  the  first  balloon  to  fly 
across  the  North  American  co 
tinent.  Now,  Maxie  is  preparii 
for  the  ultimate  adventure:  a 
10-day,  20,000  mile  flight  arou 
the  globe. 

What  the  Andersons  will  ti 
next  is  anyone's  guess.  But  one 
thing  is  certain.  Whenever  tht 
two  daring,  unpredictable 
balloonists  get  together,  they  d 
something  very  predictable. 
They  pour  themselves  a  glass  i 
their  favorite  Scotch,  Cutty  Sai 
And  they  start  planning  the 
newest  mission  impossible. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


A  buying  surge  is 
coming 


Why  the 
deficit  is 
a  drag 


More  adrenalin 
in  1983 


BUSINESS  IS  CAUTIOUS:  THAT'S  GOOD 

"We  haven't  seen  any  evidence  that  consumer  attitudes  toward 
buying  are  improving,"  says  Karol  Emmerich,  treasurer  of  the  big 
Dayton-Hudson  retail  chain.  Emmerich's  attitude  is  typical  of  busi- 
nessmen in  general,  who  are  still  trimming  inventories.  This  prolongs 
the  slump  temporarily  but  is  positive  on  two  counts:  It  means  that  1) 
inflationary  psychology  has  decisively  ebbed,  and  that  2)  when  buying 
power  surges  this  summer,  business  must  restock  and  put  manufactur- 
ers back  to  work. 

And  the  buying  power  surge  is  coming.  Millions  of  Americans  get  a 
nice  income  boost  starting  in  July  from  Social  Security  increases  or 
income  tax  decreases.  The  two  factors  will  put  something  like  $800 
million  a  week  in  extra  purchasing  power  into  their  pockets — an 
increase  which,  this  year  at  least,  won't  be  wiped  out  by  inflation.  A 
good  part  will  be  spent. 

Unfortunately,  though,  interest  rates  won't  be  coming  down  fast.  That 
means  housing  remains  in  the  doldrums  and  autos  continue  to  suffer. 
So  it  will  be  a  spotty  recovery.  A  slow,  choppy  ascent,  not  a  sharp 
upward  spike. 

At  this  point  the  pessimists  and  optimists  part  company.  Pessi- 
mists like  Ed  Yardeni  of  E.F.  Hutton  (seep.  44)  feel  that  we  cannot  have 
a  real  recovery  so  long  as  autos  and  housing  remain  depressed — and 
autos  and  housing  will  remain  depressed  so  long  as  a  huge  federal 
deficit  is  soaking  up  a  major  part  of  the  nation's  available  capital.  So, 
the  pessimists  reason,  we  are  going  to  be  mired  in  a  long,  severe 
recession,  almost  a  depression.  But  the  optimists  disagree,  arguing  that 
a  slow  recovery  is  just  what  the  doctors  ordered. 

Here's  the  optimists'  reasoning:  In  a  stronger  recovery,  fueled  by  cheap 
money,  the  Federal  Reserve  ends  by  having  to  slam  on  the  brakes.  It 
won't  have  to  do  this  in  a  slow  recovery,  which  can  take  place  without 
creating  strong  inflationary  pressures.  Right  now  most  people  still 
don't  really  believe  inflation  has  come  under  control.  But  a  slow, 
steady  recovery  unaccompanied  by  steeply  rising  prices  would  change 
their  minds.  Thus  the  psychological  element  in  interest  rates  would 
improve  and  rates  would  come  down  to  more  reasonable  levels.  The 
economy  would  benefit  from  regular  but  gradual  infusions  of  econom- 
ic strength. 

Few  experts  believe  that  the  economy  will  decline  much  further.  The 
question  now  is:  How  soon  the  pickup?  And  how  powerful? 

What's  Ahead  expects  the  pace  of  consumer  buying  to  pick  up  in 
July.  Providing  the  Fed  stays  steady  and  Congress  remains  in  a  fairly 
conservative  mood,  the  recovery  should  continue  to  gather  steam  in 
the  third  and  fourth  quarters  and  well  into  early  1983.  By  mid- 1983  the 
economy  can  look  forward  to  President  Reagan's  next  round  of  tax 
cuts.  So,  there  are  plenty  of  "ifs,"  but  the  weight  of  the  evidence  still 
supports  a  cautious  optimism. 
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The  Forbes  Index 


Forbes  Index 

12-month  close-up 

160 


A  mixed  bag.  The  Forbes  Index  still  does  not  show  that  a 
recovery  has  begun.  But  several  components  indicate  that 
an  upturn  may  soon  be  in  the  offing.  Consumers,  who  will 
presumably  lead  the  recovery  when  it  does  arrive,  are 
already  stepping  up  their  purchasing.  Retail  store  sales 
increased  by  1.4%  in  April.  Consumer  installment  debt 
rose  nearly  as  much,  some  1.1%. 
While  some  households  were  buying,  however,  others 


were  paying  off  debt — but  the  rate  of  repayment  slowed. 
Liquidations  dropped  by  2.2%.  This  is  hardly  good  news, 
since  debt  payoffs  boost  the  ability  of  consumers  to  take 
on  more  credit. 

There  is  more  significant  bad  news,  too.  Industrial  pro- 
duction fell  by  0.6%.  Unemployment  claims  rose  by  15%, 
and  next  month's  figures  are  expected  to  be  worse.  At  best, 
the  economy  is  bottoming  out. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claim*  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
senes  of  U  S  government  data  The  last  14  months'  data 
for  each  senes  is  presented  at  right. 
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Industrial  production  index  (1967=  100) 
seasonally  adiusted  (Federal  Reserve) 
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Why  an  airline  ticket 
guarantees  a  safer  ocean  crossing 
than  most  business  jets. 


Unless  your  business  jet  has 
hree  or  more  engines,  it  cannot 
neet  the  FAA  safety  standards 
equired  of  commercial  jetliners 
lying  an  hour  or  more  offshore* 

Thats  why  you  need  the  Falcon 
50.  We  designed  the  Falcon  50 
vith  three  engines  because,  from 
he  start,  it  was  intended  to  be  a 
vorld-class  business  jet  With  the 
ange  and  the  safety  features  you 
leed  for  intercontinental  travel. 
Nhy  three  engines?  Because, 
should  an  engine  fail  en  route,  los- 
ng  one-third  your  power  and 
systems  is  obviously  less  serious 
han  losing  half. 


*FAR  121.161  prohibits  twin-jet 
airliners  from  operating  further 
than  one  hour  from  a  suitable 
landing  field  on  scheduled  pas- 
senger carrying  flights. 


Redundancy  plus 

Not  only  does  the  Falcon  50 
have  one  more  engine  than  every 
other  jet  in  its  class,  it  also  gives 
you  better  redundancy  in  terms  of 
systems:  electrical,  fuel,  hydraulic, 
pressurization  and  flight  controls. 

What  does  all  this  give  you?  At 
the  minimum,  greater  mobility  and 
peace  of  mind.  In  a  difficult  situa- 
tion, it  can  mean  the  dif-  \  

ference  of  arriving  safely 
at  your  destination.  If 
you're  a  pilot,  you  under- 
stand. If  you're  not  a  pilot, 
you  should  ask. 


takes  off  and  lands  using  surpris- 
ingly short  runways.  For  example, 
it  can  fly  1500  nm  from  a  3000  ft 
strip,  or  3650  nm  from  only 
4700  ft- and  land  in  only  2100  ft! 

If  you'd  like  more  facts  on  one 
of  the  safest  intercontinental  busi- 
ness jets,  and  the  most  versatile, 
call  Roy  Bergstrom  at  201-288- 
84  79  or  return  the  coupon  below. 


Long  trips. . .  short  strips 

The  Falcon  50  has  a 
globe-trotting  range  of 
3650  nautical  miles  (over 
4200  statute  miles),  yet 


"alconJet 

Teterboro,  NJ  07608 

□  Please  send  me  information  on  the 
Falcon  50.  OI'd  like  a  sales  presentation  soon. 

Name  Title  


Company 
Address  _ 
City. 


State. 


Phone  (  ). 
j  Now  flying  a  _ 


l\p. 


FB  6/7j 


We  build  them  better  wan  we  have  to. 

We  have  to. 


Now  the  Air  Force  goes  to  sea -for  a  better  view  of  the  wfc 


The  ship  is  the  USNS  Observation  Island.  It's  a 
special  ship  with  a  special  mission.  On  the  stern: 
one  of  the  most  advanced  detection  and  tracking 
radars  in  the  world.  It's  the  newest  "look"  in  the 
Air  Force,  and  an  outstanding  example  of  how 
Raytheon  delivers  the  electronic  goods  that  keep 
our  government  one-up  in  a  fast-paced  tech- 
nological world. 

This  sophisticated  oceangoing  radar  will 
extend  the  vision  of  a  similar  Raytheon-built 


system  on  one  of  the  Aleutian  Islands.  Togethei  ::r 
they  will  monitor  foreign  ballistic  missile  tests,  jfl 

Raytheon  and  radar  have  been  virtually 
synonymous  since  the  electronic  era  began.  i 
It's  not  surprising,  then,  that  radar  technology 
plays  a  pivotal  role  in  a  wide  variety  of  elec- 
tronic systems  we  supply  to  help  bolster  nation;  t 
security.  Patriot  and  Hawk  air  defense  systems, 
for  example.  Sparrow  air-to-air  missiles.  Ship- 
board search  and  fire  control  radars.  Air  traffic 


ie  yonder. 


itrol  and  landing  systems.  And  two  large, 
/theon-built,  land-based  radars  that  stand  watch 
the  Atlantic  and  Pacific  coasts  to  warn 
inst  submarine-launched  ballistic  missiles. 
In  all  these  programs— and  many  more  — 
involvement  typically  ranges  from  early 
^arch  and  development  to  volume  production. 
2  result  is  a  balanced,  diversified  government 
;iness— one  that  makes  a  major  contribution 
)ur  continuing  growth. 


Raytheon... a  $5.6  billion  company  in 
electronics,  aviation,  appliances,  energy,  con- 
struction, and  publishing.  For  our  latest  financial 
reports,  please  write  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington,  MA  02173. 


Forbes 


They  said  it  couldrit  be  done,  but  it  looks  as  if  Chrysler  may  be 
doing  it,  if  not  alive  and  well,  alive  and  still  kicking. 

Wipe  that  sneer 


Lee  Iacocca,  once  Ford's  president,  now  the  chairman  of  Chrysler  Corp.,  in  the  fast-selling  convertible 
"We'll  probably  make  $100  million  net  that  we  hadn't  counted  on." 
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By  Jerry  Flint 


Chrysler  gets  written  off  so 
many  times  that  it  is  hard  to 
take  it  seriously  as  a  candidate 
for  long-term  survival.  And  yet.  .  .  . 

"We'll  do  better  than  break  even," 
growls  Chairman  Lee  Iacocca,  pre- 
dicting that  June-quarter  profits  will 
wipe  out  the  first-quarter  operating 
loss  of  $89  million.  Vice  Chairman 
Gerald  Greenwald,  who  calls  $100 
million  second-quarter  profit  tough 
but  doable,  has  overseen  losses  of  $3 
billion  the  past  three  years;  now  he  is 
nesting  on  a  cash  and  quick-asset  kit- 
ty of  $900  million.  "Every  morning  I 
pat  it,"  he  says.  When  he  stops  pat- 
ting, some  of  it  will  go  to  expand 
credit  to  dealers  and  some 


ter  vis-a-vis  General  Motors,"  says 
Iacocca. 

Doubters  would  say:  Fine,  but 
Chrysler  has  shot  its  wad.  The  little 
Omni-Horizon  car  line  is  tired  and  the 
compact  K  cars  are  two  years  old. 
There  is  nothing  beyond  that  in  the 
pipeline  but  stretched  spinoffs  of  the 
K  cars.  Tell  Iacocca  that  and  he 
clamps  down  on  his  cigar  and  self- 
ignites.  "GM  and  Ford  this  fall  got 
zilch.  Nothing.  Nothing.  Nothing  till 
next  spring.  We  have  our  new  Dodge 
and  New  Yorker  four-doors.  They 
look  like  European  sedans.  We're  the 
only  guys  out  there  with  new  cars  this 
fall."  Indeed,  those  new  Dodge  and 
Chrysler  four-doors  may  be  stretched 
K  cars,  but  they  don't  look  like  it. 


Millions  of  vehicles 


to  customers. 

Selling  an  extra  100,000 
cars  would  work  wonders. 
"We  would  pocket  $250 
million  from  that,"  says 
Iacocca.  Give  him  200,000 
more  and  profits  are  up  an 
extra  $400  million  to  $500 
million.  That's  close  to  $7 
for  every  share  outstand- 
ing; close  to  the  price  of 
the  stock.  "We  don't  pay 
any  taxes  into  perpetuity," 
he  will  remind  you.  This 
year  Chrysler  could  earn 
$150  million — if  business 
gets  just  a  little  better — he 
has  predicted. 

Is  this  salesman's  talk? 
Hype?  Won't  Ford's  new 
Topaz  group,  coming  next 
spring,  eat  up  Chrysler's 
bread-and-butter  K  cars? 
"It's  a  stretched  Escort 
[Ford's  tiny  car],  no  width 
in  it,  so  they  don't  scare  us  at  all," 
says  the  Ford  ex-president.  "Ford  al- 
ready has  a  two-seat  sporty  car  and 
Chrysler's  is  14  months  away.  Don't 
fret.  Ford's  is  a  dog.  No  power.  It  was 
my  idea  but  I  wasn't  there  to  style  it.  I 
would  never  get  caught  making  a  lit- 
tle ferret-like  mole  car."  General  Mo- 
tors? Here  the  tone  becomes  a  bit  less 
cocky.  "GM  always  will  scare  you," 
says  Iacocca,  but  he  regains  his  usual 
force  and  adds:  "They're  not  exactly 
foolproof  on  their  stuff.  They  expedite 
a  lot  of  programs,  I  might  say,  more 
poorly  than  we  have  sometimes. 

"They  had  two  lousy  launches  [last 
fall's  midsize  A  bodies  and  a  year- 
ago's  smaller  J  body  cars].  Thank  God 
they  blew  them.  They  forgot  to  be 
marketers."  Even  GM  concedes  the  Js 
aren't  selling.  Overpriced,  un- 
derpowered. GM,  the  superman, 
looks  less  super  now. 

"If  anything,  we  have  gotten  bet- 


Close  only  counts  in  horseshoes 


Chrysler  halved  break-even  to  1.2  million  vehicles,  but 
falling  sales  keeps  black  ink  just  out  of  reach.  Another 
200,000  sales  adds  $400  million  in  profit. 


Break-even  point 


Factory  sales   

U.S.  and  Canadian  cars 
trucks  and  imports 


Estimates 


They  are  roomier  in  the  rear  and  lug 
bigger  trunks.  If  bigger  cars  are  still 
hot  this  fall  these  models  might  be 
winners.  There  is  the  G-24  sports  car 
due  in  late  summer  1983.  "If  you  hit  it 
lucky,  you  make  200,000  [remember, 
Iacocca  brags  that  200,000  extra  sales 
is  $400  million  extra  profit],  but  even 
100,000  or  so  is  good,"  says  President 
Harold  Sperlich,  another  ex-Ford 
man,  Iacocca's  number  three.  Come 
January  1984  there  is  the  mini  van,  a 
$600  million  gamble  that  a  smaller, 
higher-mileage  vehicle  will  relight 
that  once-booming  market. 

Chrysler  is  winning  the  mileage 
war.  Its  average  car  gets  28.4  miles  per 
gallon,  best  from  Detroit.  But  now  the 
market  wants  more  power.  The  basic 
Chrysler  four-cylinder,  2.2-liter  en- 
gine (all  Chrysler  gasoline  car  engines 
will  be  fours  by  1984)  will  be  goosed 
from  81  hp  in  1981  to  94  hp  next  fall 
and  97  hp  with  fuel  injection  next 


spring,  and  142  hp  for  the  sports  car 
with  turbocharging  (which  pushes  ex- 
tra air  into  the  engine  for  bursts  of 
power)  at  $500  to  $1,000  extra.  With  a 
whoosh  and  a  turbo  whine,  engineer 
Robert  Sinclair  charges  from  zero  to 
75  miles  per  hour  in  a  few  seconds  on 
a  rain-splattered  Detroit  freeway  in  a 
turbo-equipped  car  and  apologizes  for 
holding  it  down  because  of  the  rain. 

To  the  extent  that  a  company,  a 
person,  is  master  of  its  destiny, 
Chrysler  has  beaten  the  odds.  But  no- 
body is  entirely  the  master  of  his  fate. 
The  whole  U.S.  automobile  industry 
is  in  deep  trouble,  and  Chrysler  is  in 
no  enviable  position. 

The  Chrysler  team  did  all  that  it 
promised:  talked  Washington  into 
backing  $1.2  billion  in 
loan  guarantees  to  stave 
off  bankruptcy;  talked  the 
UAW  into  givebacks; 
prodded  customers  into 
the  K  cars;  fired  tens  of 
thousands  forever,  ruining 
careers.  "It  wasn't  very 
pretty,"  Sperlich  says.  But 
break-even  went  from  2.4 
million  vehicles  a  year  to 
1.2  million. 

Losses  have  been  cut, 
from  $1.1  billion  in  1979 
and  $1.7  billion  in  1980,  to 
$476  million  last  year.  The 
first-quarter  operating 
loss,  $89  million,  was 
down  from  $289  million  a 
year  ago  (the  tank  plant 
sale  gave  Chrysler  first- 
quarter  profits  of  $  1 50  mil- 
lion), which  doesn't  look 
too  bad  against  GM's  first- 
quarter  pretax  credit  loss 
from  operations  of  $260 
million  and  Ford's  net  loss  of  $355 
million.  Even  better,  that  loss  came 
on  falling  sales,  201,657  in  the  quar- 
ter, down  19%  from  250,486  the  year 
before.  Total  car,  truck  and  Canadian 
sales,  which  Chrysler  counts  for  its 
break-even  point,  were  down  18%, 
from  335,982  to  309,128.  April's  sales 
were  at  the  same  slumping  level. 

The  costs,  indeed,  have  been  cut, 
but  the  business  is  frightening.  How 
much  under  1.2  million  units  can 
Chrysler  cut  break-even?  It  can't  be 
cut  in  half  again.  "I  think  we  can  get 
the  1.2  million  down  to  a  million, 
900,000,  but  now  it  gets  tough.  Now 
it  is  finesse,"  says  Iacocca.  The 
Chrysler  officers  don't  talk  of  axing 
people;  they  talk  of  computers  that 
design  gasoline  tanks  in  three  hours 
instead  of  three  months,  and  allocat- 
ing imported  cars  to  individual  U.S. 
dealers  when  they  are  loaded  on  ships 
in  Japan  instead  of  doing  it  from  stor- 
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age  lots  at  U.S.  ports.  Better 
handling  of  imports  saves  $40 
million  to  $50  million  alone, 
says  Greenwald. 

"I  don't  think  we've  got 
more  than  10%  to  15%  slop 
left  and  then  we're  walking  on 
water,"  lacocca  says.  Maybe  in 
the  next  life,  he  fantasizes,  he 
could  do  it  differently,  run  a 
Cadillac  or  Mercedes  business, 
high  profit,  limited  volume, 
recession-proof,  but  that's  not 
Chrysler. 

"Getting  our  costs  down  is 
the  price  of  entry;  it's  not  our 
success  story,"  says  Green- 
wald. Says  lacocca,  "I  tell  the 
guys  already,  as  you  start  to 
move  up  you  start  to  get  re- 
quests for  projects  and  costs 
and  hiring  a  few  people,  and 
that's  how  costs  seep  in. 
We've  got  to  guard  against  that 
like  the  plague." 

The  real  plague  is  the  col- 
lapse of  the  business.  Back  in 
1973,  the  record  year,  9.7  million 
U.S. -type  new  cars  were  retailed  (and 
3  million  trucks  and  1.7  million  im- 
ported cars).  But  U.S. -type  car  sales 
have  crumbled:  8.3  million  in  1979, 
6.6  million  in  1980  and  6.2  million 
sales  last  year;  about  a  5.5-million-a- 
year  rate  so  far  this  year,  before  a 
couple  million  imports.  A  good  40% 
of  the  market  gone.  That's  quite  de- 
pressing, but  it's  almost  close  enough 
for  Chrysler. 

"The  old  game  is  over,"  admits  la- 
cocca. "I  say  you  have  an  8  million 
domestic  and  that's  all  that  you  can 
count  on,  and  Chrysler  had  better 
plan  on  how  to  make  mon- 
ey on  8." 

Eight  million  sales  of 
U.S. -type  cars  would  be  a 
blessing.  This  year's 
Chrysler  projection,  and  it 
will  take  some  pickup  to 
get  there,  is  8.3  million  car 
sales,  including  a  couple 
million  imports  and  2.4 
million  trucks,  "which  is 
pretty  awful,"  Sperhch 
says.  Even  Chrysler's  $900 
million  kitty  won't  last 
long  if  the  slump  worsens; 
maybe  until  fall  of  1983.  "I 
guess  all  bets  would  be  off 
if  for  some  reason  known 
only  to  God,  there  would 
be  no  pickup  in  car  sales 
over  the  next  two  to  four 
years, "  lacocca  concedes.  It 
seems  unlikely,  to  say  the 
least,  that  the  U.S.  would 
permit  its  car  industry,  for 
halt  a  century  the  engine  of 


Gerald  Greenwald,  rice  chairman,  another  Ford  ex 
Cutting  costs  isn't  winning;  it's  the  ante. 


its  economic  growth,  to  shrink  much 
further. 

There  isn't  too  much  left  to  sell.  Nor 
can  Chrysler  trim  much  in  develop- 
ment costs.  "There  is  still  S7  billion 
left  between  now  and  1986  for  new 
cars,  committed,"  says  lacocca.  "I 
could  strip  out  S2  billion  and  look  like 
a  hero,  but  [then]  I  am  really  going  to 
screw  the  guy  who  is  in  charge  in 
1986." 

Another  problem.  Chrysler  made 
gains  on  its  competitors  last  year  with 
its  K  cars.  Now  there  are  signs — which 
lacocca  denies — that  market  share  is 
slipping.  Chrysler's  car  market  share 


Why  lacocca  wants  gas  bills  up 


Chrysler's  28.4  miles  per  gallon  makes  it  champ  among 
U.S.  car  firms.  But  lower  fuel  prices  could  tilt  custom- 
ers away,  and  back  to  competitors'  bigger  cars. 


Domestic 


Foreign 


\  olkswagen 


i    ;  : 


Honda 


"1  r_ 


Tovota 


20  25  30 

Miles  per  gallon  (average  of  company's  carsl 


was  10.4%  (including  the  im- 
ports) in  the  first  quarter, 
against  10.6%  the  year  before; 
not  much  loss,  but  an  end  to 
the  gains.  April  slipped  too.  It's 
possible  that  the  A  bodies  and 
the  I  bodies  from  GM  are  begin- 
ning to  cut  in.  It  also  may  be,  as 
Chrysler  says,  partly  because 
the  company  has  abandoned 
direct  buyer  rebates  of  its  U.S.- 
type  cars,  while  the  competi- 
tion still  is  using  them.  But 
penetration  may  have  peaked. 
Not  so,  says  lacocca. 

He  points  to  the  astounding 
success  of  his  new  converti- 
bles, first  in  the  industry',  and 
selling  at  a  50,000-a-year  rate. 
"We'll  probably  make  $100 
million  net  that  we  hadn't 
counted  on  just  because  we 
found  a  niche  in  the  market. 
We  got  639  orders  yesterday, 
639  in  one  day."  The  experts 
said  3,000  a  year  was  good.  "I 
had  one  built  for  me  by  hand 
and  I  drove  it  for  six  months.  I  was  like 
the  Pied  Piper,  girls  jumped  in  the  car 
again.  I  said  plan  on  25,000  in  case  we 
hit  a  home  run."  Chrysler  will  add 
expensive  options  to  its  soft-top  this 
summer  to  get  ready  for  GM's  and 
Ford's  coming  convertibles,  but  la- 
cocca is  looking  for  more  home  runs. 

He  is  stretching  the  K  car  into  a 
limousine  and  shooting  for  5,000  sales, 
at  S20,000  each.  He  has  converted  his 
tmy  car  (the  Omni  and  Horizon  I  into  a 
sports  truck.  "It's  a  niche  nobody  is  in 
and  we're  getting  mostly  GM  and  Ford 
owners."  In  the  car  magazines  and  in 
the  garages  they  are  beginning  to  say 
that  Chrysler  cars  can  go, 
and  that  is  important  in  the 
car  business. 

Yet  competition  keeps 
coming,  and  lacocca  ad- 
mits his  Rampage  sports 
truck  isn't  a  substitute  for 
the  new,  hot-selling  light 
pickups  of  GM  and  Ford. 
"We  just  didn't  have  the 
money,"  he  says.  "We've 
got  to  find  more  markets 
like  that  [convertible],  and 
not  always  be  thinking  'I'd 
like  to  take  on  the  Japa- 
nese at  the  low  end  with  a 
minicar.'  "  They  still  don't 
produce  the  profits.  "You 
can't  say  to  a  guy  who 
works  on  your  luxury  car 
he  gets  20  bucks  an  bour, 
and  if  he  puts  in  the  same 
hour  on  a  little  car  he  gets 
10  bucks.  Whether  it's  la- 
bor or  the  weight  of  the  car, 
it's  .  .  .  well,  you  have  a 
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Who  owns  Chrysler? 


Ten  partners  agreed  to  build  the  Alaska 
natural  gas  pipeline.  Last  month,  however, 
one  backed  out.  What  next? 


And  then 
there  were  none 


If  Chrysler  becomes  profitable 
again,  not  only  will  current 
stockholders  gain.  Employees,  re- 
tirees and  the  government  will  also 
turn  a  tidy  profit,  because  they  will 
own  it.  As  part  of  the  loan  guaran- 
tee package,  the  government  in- 
sisted on  an  employee  stock  own- 
ership plan  (Senator  Russell  Long, 
D-La.,  then  head  of  the  Senate  Fi- 
nance Committee,  is  an  admirer  of 
ESOPs).  For  each  of  four  years 
Chrysler  must  put  $40  million  in 
stock,  at  the  going  price,  into  the 
plan.  At  $10  a  share,  that  is  16 
million  shares  (Chrysler  stock  is 
now  in  the  $6-to-$7  range). 

In  return  for  the  controversial 
loan  guarantee,  the  Secretary  of  the 


Treasury  demanded  an  extra 
sweetener  for  the  government  one 
night  and  got  warrants  for  14.4  mil- 
lion shares  at  $13  a  share  (expiring 
Dec.  31,  1990).  Chrysler's  lenders 
have  another  13.3  million  shares  in 
warrants.  Altogether  the  potential 
dilution  could  involve  about  50 
million  shares  and  would  bring  the 
outstanding  to  about  115  million. 
(It  would  also  bring  quite  a  few 
hundred  million  in  cash  to 
Chrysler's  treasury  as  the  warrants 
were  exercised.)  The  potential  di- 
lution is  considerable,  but  so  is 
Chrysler's  earnings  leverage. 

Conclusion:  If  Chrysler  returns 
to  profitability,  there's  plenty  in  it 
for  everybody. — J.F. 


hell  of  a  time  making  a  buck  on  a  little 
car  in  this  country." 

Labor  costs  are  still  enormous, 
$  1 9.52  an  hour  against  GM's  $2 1 .25.  In 
fact,  Greenwald  says,  hourly  labor 
costs  would  be  $17.80  (of  which  $9.54 
is  wages)  but  for  the  layoffs  and  firings, 
which  means  Chrysler's  worker-to-re- 
tiree ratio  is  1-to-l  and  boosts  its  pen- 
sion spending  ratio.  "I  look  at  my 
people  and  say,  'Feel  good,  you  worked 
hard  today.  Go  home  and  tell  your  wife 
not  only  did  you  feed  her  and  your  kids 
but  you  also  fed  one  retiree  and  his 
wife,'  "  the  vice  chairman  says. 

Chrysler  wants  to  nip  at  medical 
costs,  which  Iacocca  says  cost  $325 
million  a  year,  or  $325  a  car,  whole- 
sale, and  probably  $500  on  the  sticker. 

In  Detroit  they  joke  about  podia- 
trists who  do  one  toe  at  a  time — ten 
toes,  ten  visits  to  the  podiatrist — all 
paid  by  the  car  buyer;  druggists  who 
run  up  the  cost  of  pills  since  the  com- 
pany, not  the  worker,  pays  the  bill. 
"There  are  so  many  abuses  it  is  wild." 
Alas,  the  union  considers  the  fully 
paid  company  medical  plan  sacred. 

There  also  is  a  chance  the  new  war- 
ranty may  work.  Chrysler  is  offering  a 
five-year,  50,000-mile  warranty,  but 
dropped  those  $300-  and  $500-  and 
$l,000-a-car  rebates.  A  move  to  save 
the  profits  for  the  company?  Officials 
insist  it  is  an  effort  to  prove  that 
American  cars  are  better  than  Japa- 
nese. "This  tells  Japan  and  the  rest  of 
the  world  that  we  put  our  money 
where  our  mouth  is,"  says  Iacocca. 

A  merger?  None  is  in  sight.  "For 
someone  to  be  interested  in  us  in 
some  major  way  requires  us  to  estab- 
lish a  record  of  operating  profits,"  says 
Greenwald,  "so  that  no  one  feels  that 
he  is  going  to  get  dragged  down  with 
us.  Ford  and  Chrysler  isn't  going  to 
happen."  VW,  Mitsubishi  and  French 
Peugeot  (Chrysler  is  a  15%  partner  in 
Mitsubishi  and  Peugeot)  have  been 
mentioned  in  the  past.  VW  is  in  deep 
trouble  in  the  U.S.  itself.  Mitsubishi 
would  be  a  candidate  for  production 
here  in  some  of  Chrysler's  empty 
plants.  That  idea  is  alive  and  under 
study,  but  nothing  has  happened  yet. 
Chrysler  will  use  a  Peugeot  engine  in 
1983  small  cars  and  is  working  on  a 
joint  car  project,  but  that's  not  a  merg- 
er. Chrysler  officials  say  that  they  like 
the  idea  of  protecting  themselves 
around  the  world  by  having  alliances 
or  joint  ventures.  Although  the  situa- 
tion is  still  desperate,  it  is  no  longer 
impossible. 

That  $1  billion  in  U.S.  loan  guaran- 
tees now  looks  like  a  bargain  for 
taxpayers,  having  preserved  65,000 
jobs  and  helped  blunt  the  Japanese 
offensive.  ■ 


By  Carol  E.  Curtis 

T|he  folks  in  OPEC  must  be  feel- 
ing pretty  smug.  They  seem  to 
have  checked  the  slide  in  oil 
prices,  but  not  until  the  current  ener- 
gy glut  had  clobbered  a  good  many 
promising  alternatives  to  OPEC  im- 
ports. The  next  casualty  may  be  the 
most  ambitious  venture  of  them  all: 
the  Alaska  natural  gas  pipeline,  the 
largest  private  construction  project  in 
history. 

American  Natural  Resources  Co., 
one  of  ten  natural  gas  transmission 
companies  that  are  partners  in  the 
project,  has  quietly  withdrawn  its  fi- 
nancial support.  In  a  May  6  letter  to 
its  nine  partners,  ANR  said  it  will  halt 
spending  on  the  huge  venture,  after  an 
outlay  of  $28  million.  "We  met  the 


commitment  we  had  made,"  says  Jim 
Graham,  a  company  spokesman,  add- 
ing that  the  soft  market  for  oil  and 
gas,  along  with  the  "significant  de- 
mands" of  the  company's  coal  gasifi- 
cation project  (Forbes,  Mar.  15), 
prompted  the  halt  in  spending. 

So  far,  there  is  no  indication  that 
the  remaining  participants  will  fol- 
low suit.  The  pipeline,  however,  is 
encountering  problems  that  could 
soon  elicit  more  withdrawals.  Utah- 
based  Northwest  Energy  Co.,  the  con- 
sortium's leader,  had  hoped  to  com- 
plete construction  in  1987.  But  at  a 
meeting  in  April,  the  three  oil  compa- 
nies that  own  the  Alaska  gas — Exxon, 
Atlantic  Richfield  and  Standard  Oil 
of  Ohio — requested  an  additional 
two-year  delay,  citing  "general  eco- 
nomic conditions." 
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Workers'  giving  up  pay  and  benefits  is  a 
good  story,  but  in  many  labor  contracts  its 
business  as  usual. 


More! 


That  may  put  private  financing  out 
of  the  question.  In  1976,  when  the  gas 
line  was  first  proposed  by  Northwest 
Energy's  Chairman  John  McMillian, 
the  cost  was  pegged  at  $10  billion.  By 
last  year  the  figure  had  more  than 
doubled,  to  $23  billion.  With  the  latest 
two-year  delay,  McMillian  now  puts 
that  number  at  $29  billion,  nearly  four 
times  the  price  tag  of  the  Alaskan  oil 
pipeline.  McMillian  concedes  that 
raising  such  a  sum  would  "strain  the 
capacity  of  world  money  markets." 

The  transmission  firms  already 
have  spent  $600  million  on  the  line, 
including  $60  million  of  Northwest 


The  4,800-mile  Alaska  gas  pipeline 
Better  if  it  just  fades  away? 


Energy's  money.  The  oil  companies 
have  spent  $175  million.  "That  delay 
didn't  help  us  at  all,"  grouses  McMil- 
lian. "The  transmission  companies 
feel  that  with  [present]  terms  and  con- 
ditions, the  project  is  going  to  be  diffi- 
cult to  finance  privately." 

Pipeline  boosters,  of  course,  still 
think  that  the  project  is  badly  needed. 
The  4,800-mile  pipeline  would  move 
gas  from  Prudhoc  Bay,  which  holds 
nearly  15%  of  all  U.S.  reserves,  to 
consumers  in  the  Midwest  and  Cali- 
fornia. McMillian  argues  that  without 
the  line  there  will  be  a  gas  shortage 
before  the  decade  is  over,  but  he  ad- 
mits that  economic  conditions  have 
dimmed  the  sense  of  urgency.  De- 
troit, for  example,  is  a  major  potential 
market  for  Alaskan  gas,  and  unem- 
ployment there  now  stands  at  21%, 
while  gas  use  is  off  18%. 

Does  the  ANR  pullout  mean  the 
pipeline  is  on  hold?  McMillian  says 
no.  But  one  partner's  exit  may  cause 
others  to  reevaluate  their  exposure, 
and  there  is  a  limit  to  the  potential 
financial  drain  that  fewer  and  fewer 
backers  can  support.  Massive  $29  bil- 
lion projects,  of  course,  never  seem  to 
die.  Less  traumatic  for  everyone  that 
they  just  fade  away.  ■ 


By  Beth  Brophy 

Do  you  think  that  because 
automobile,  airline  and  truck- 
ing workers  arc  giving  up  some 
future  wage  increases  as  well  as  pay 
and  benefits  won  in  past  negotiations, 
nobody  in  America  is  getting  a  raise 
this  year?  Think  again.  Unions  in  oth- 
er industries  are  getting  7%  to  9% 
raises  despite  the  recession  and  the 
dramatic  slowdown  in  inflation. 

The  outstanding  example  appears 
to  be  construction.  The  bulk  of  the 
industry  reports  aren't  yet  in,  but  Bu- 
reau of  Labor  Statistics  preliminary 
figures  show  a  9.3%  pay  increase  in 
construction  for  the  first  year  of  con- 
tracts signed  in  the  first  quarter  and 
an  average  8.9%  in  wage  increases  for 
the  following  years.  This  is  an  indus- 
try where  unemployment  exceeds 
18%,  meaning  900,000  hard  hats  are 
sitting  on  the  bench.  "It  may  be  that 
the  construction  workers  are  continu- 
ing down  a  road  that  got  the  steel  and 
auto  workers  in  trouble,"  says  Robert 
Ortner,  Commerce  Department  chief 
economist.  "True,  we  can't  import  a 
large  building  from  Japan,  but  the 
unions  can  depress  the  construction 
industry  by  raising  costs  to  levels  that 
are  uneconomic." 

Are  the  unions  concerned?  Not  so 
you  would  notice.  President  Robert 
Georgine  of  the  AFL-CIO  Building  &. 
Construction  Trades  Department 
stoutly  insists  there  is  no  connection 
between  wage  costs  and  the  building 
slump.  He  blames  high  interest  rates 
and  tight  money.  Georgine  also  pre- 
dicts that  most  of  the  wage  settle- 
ments later  this  year  will  be  7%  or 
lower.  But  7%  still  seems  hefty  in  a 
slumping  industry  with  a  low  infla- 
tion rate.  Georgine's  response:  The 


building  trades  still  have  to  catch  up 
with  the  Seventies  inflation.  Mean- 
while, nonunion  builders  claim  they 
have  captured  60%  of  the  construc- 
tion market. 

The  continued  pay  inflation  is 
widespread.  The  Bureau  of  National 
Affairs,  a  private  economy  watcher, 
reports  that  median  first-year  wage 
gains  for  all  industries — excluding 
construction — were  8.5%  in  the  first 
quarter.  If  you  take  out  the  givebacks 
by  autoworkers  and  truckers,  says 
the  BLS,  the  average  gain  for  all  in- 
dustry is  still  7.8%.  Somebody  is  get- 
ting more. 

The  New  York  City  transit  workers 
recently  signed  a  three-year  contract 
for  a  20%  raise,  which  is  expected  to 
cost  $500  million  for  35,000  workers 
and  could  well  push  up  commuter  bus 
and  subway  fares  to  beyond  $1  a  ride. 
The  average  annual  pay  for  a  subway 
motorman  is  $28,724;  a  bus  driver, 
$24,576.  Mayor  Ed  Koch,  who  inter- 
vened in  past  transit  negotiations  to 
hold  down  increases  and  even  took  a 
strike,   is  uncharacteristically  reti- 


Building  trades  chief  Robert  Georgine 
Wages  don't  cause  slump,  says  he. 
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cent.  "The  Mayor  said  he  wouldn't  be 
critical  of  the  settlement,"  says  a 
Koch  spokesman.  The  Mayor  is  run- 
ning for  governor  this  year. 

Some  bargainers  seem  trapped  in 
the  old  mind-set  of  double-digit  infla- 
tion. In  January,  Gulf  Oil  signed  a 
contract  giving  7,000  employees  a 
16%  raise  over  two  years.  "Given  the 
timing  it  was  a  fair  settlement,  but  I 
suspect  we'd  do  it  differently  now," 
admits   Merlin   Breaux,    Gulf  vice 


By  Priscilla  S.  Meyer 
with  Theodore  Lowen 

AM  AX  INC.'S  ANNUAL  MEETING  On 
May  6  was  stormy.  One  share- 
b  holder  after  another  called  for 
the  resignation  of  Pierre  Gousseland, 
chairman  and  chief  executive. 

A  year  ago  Gousseland  and  his 
board  rejected  a  $78.50-a-share  bid  for 
Amax  stock  from  Standard  Oil  of  Cal- 
ifornia. The  shares  had  climbed  above 
$68  each.  The  day  of  the  annual  meet- 
ing, a  year  later,  Amax  shares  were 
selling  for  $26.25. 

"Mr.  Gousseland  has  acted  as  some 
sort  of  feudal  baron  operating  Amax 
as  though  it  were  his  private  fief- 
dom,"  charges  Guy  Wyser-Pratte,  ex- 
ecutive vice  president  of  Bache  Hal- 
sey  and  head  of  its  arbitrage  depart- 
ment. Wyser-Pratte  is  hardly 
objective.  He's  a  professional  arbi- 
trager, a  man  who  scalps  profits  in 
merger  situations.  He  loaded  up  on 
Amax  and  is  sitting  with  a  paper  loss. 

But  these  shares  weren't  bought 
during  the  Socal  foray  early  in  the 
year.  They  were  purchased  in  a  later 
runup  in  Amax  stock  during  Novem- 
ber and  December,  which  left  institu- 
tions across  Europe  and  a  handful  in 
the  States  holding  millions  of  shares 
at  a  substantial  loss. 


president  for  industrial  relations. 

In  the  past,  auto  and  steel  bargain- 
ing often  set  the  tone  for  other  unions' 
demands.  But  since  the  givebacks, 
other  unions  are  disavowing  those 
patterns  and  asking  that  their  indus- 
try's current  economic  health  be  the 
primary  consideration.  The  electrical 
workers  are  negotiating  with  General 
Electric  and  Westinghouse,  and  ex- 
perts talk  about  a  generous  9%-to- 
12%-a-year  increase.   Recent  retail 


No  matter  that  Amax  was  headed 
into  a  $5.8  million  loss  for  the  first 
quarter  of  1982.  Its  shares  climbed  up, 
up,  up  in  the  preceding  quarter  on 
trading  and  merger  rumors  currently 
known  to  be  under  study  by  the  Se- 
curities &  Exchange  Commission. 

In  mid-November,  when  the  Socal 
takeover  appeared  dead,  Amax  was 


and  food  union  settlements  have  been 
in  the  8.5%-to-9.5%  range. 

Why  aren't  they  behaving  like  the 
unions  in  automobiles  and  airlines? 
Possibly  because  their  industries 
don't  feel  the  threat  to  American 
jobs — yet.  But  Breaux  of  Gulf  says  the 
game  has  changed:  "All  managers,  in- 
cluding those  in  the  petroleum  indus- 
try, are  going  to  have  to  do  a  better  job 
of  planning  if  we  are  going  to  meet 
foreign  competition."  ■ 


trading  around  $42  a  share,  down 
from  a  high  of  $68  when  the  Socal  bid 
was  under  consideration  last  spring. 
Gradually  the  shares  began  to  climb, 
and,  suddenly,  from  late  November 
through  the  first  three  weeks  of  De- 
cember, the  shares  jumped  from  the 
mid-40s  to  523/4  a  share,  with  some  5 
million  shares  changing  hands,  nearly 
three  times  the  usual  volume.  Some- 
thing was  going  on.  But  what?  The 
rumors  flew. 

Goldman,  Sachs,  the  big  block 
house,  had  an  open  order  for  Amax 
shares  for  a  customer,  traders  say,  and 
was  buying  any  Amax  around,  rumor 
had  it,  for  a  big  utility  in  Germany 
that  was  part  of  a  consortium  plan- 
ning to  buy  Amax.  Goldman  wouldn't 
comment  then  or  now.  The  rumors 
were  steadfastly  denied  by  VEBA 
A.G.,  the  electric  utility  based  in  Diis- 
seldorf,  where  Amax  also  has  its  Ger- 
man sales  office. 

As  the  rumor  went,  VEBA  was  ne- 
gotiating with  British  Petroleum, 
Royal  Dutch/Shell  and  Socal  for  a 
joint  purchase  of  Amax  that  would 
have  left  VEBA  with  the  coal,  BP  with 
the  copper,  Socal  with  the  molybde- 


Amax  Chairman  Pierre  Gousseland 

A  multimillion-dollar  sting  in  his  stock. 


Amax  shares  slid  to  $25  after  the  board 
rejected  SocaVs  $78.50  bid.  But  someone 
gained.  Therein  hangs  a  mystery. 

Best  interest 
of  stockholders? 
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num  and  Royal  Dutch  with  the  rest. 
The  rumors  were  quite  specific:  Rep- 
resentatives of  the  group  were  meet- 
ing in  Paris  and  elsewhere  to  cement 
the  deal,  which  had  the  agreement  of 
Gousseland  and  the  board.  The  rumor 
picked  up  added  detail  as  trading  be- 
came more  and  more  furious  in  Amax 
shares.  "First,  we  heard  the  rumor  in 
Paris,  then  it  reached  Geneva,"  says 
Erika  Tordjman,  head  of  Amax  Inter- 
national S.A.  in  Paris,  adding  that  de- 
nials were  a  daily  occurrence  as  ru- 
mors spread  through  Europe. 

Suddenly,  in  late  December,  word 
was  out  that  Goldman,  Sachs  was 
buying  puts  on  hundreds  of  thousands 
of  Amax  shares.  You  buy  puts  to  prof- 
it when  shares  drop  in  price. 

"We  were  all  asking,  why  is  Gold- 
man buying  puts?"  says  one  trader, 
particularly  when  the  rumor  had  pro- 
gressed to  the  potential  signing  of  the 
big  deal  in  the  Gstaad  chalet  of  an 
officer  of  VEBA  to  take  place  New 
Year's  Eve.  (The  official  does  have  a 
chalet  in  Gstaad,  but  no  such  meeting 
ever  took  place  or  was  really  planned.) 

VEBA  says  it  never  purchased  any 
Amax  shares.  But  someone  did.  The 
Goldman,  Sachs  order  is  traceable  to 
Banque  de  Paris  et  des  Pays-Bas  in 
Geneva  and  Banque  Scandinave  en 
Suisse  in  Geneva.  And  other  threads 
lead  to  a  Geneva  financial  consulting 
concern,  Unigestion,  which  is  sister 
to  Banque  Privee  de  Gestion  Finan- 
ciere  (BPGF),  a  Paris  bank  Amax  uses 
to  finance  molybdenum  mining,  and  a 
source  of  some  VEBA  rumors. 

"We  didn't  do  it  for  our  own  ac- 
count, just  for  customers,"  said  Ber- 
nard Sabrier,  general  manager  of  Uni- 
gestion, who  was  reached  by  Forbes 
in  St.  Tropez.  He  declined  to  identify 
his  customers.  At  Banque  de  Paris  et 
des  Pays-Bas  in  Geneva  its  general 
manager  said:  "The  only  thing  I  can 
say  is  that  if  we  have  assisted  custom- 
ers in  this  transaction  I  almost  have  to 
say  I  can't  comment  under  the  Swiss 
bank  secrecy  act."  Similarly,  the  Ban- 
que Scandinave  declines  comment. 

What  appears  to  have  happened  is 
that  someone  made  it  look  as  if  VEBA 
was  accumulating  shares.  This  was 
done  by  buying  shares  in  New  York 
and  quickly  reselling  them  through 
classic  arbitrage  firms  in  Brussels,  Ge- 
neva and  elsewhere  in  Europe,  where 
the  rumors  kept  driving  up  the  share 
price.  If  proceeds  were  quickly  recy- 
cled, it  would  have  appeared  a  huge 
position  was  under  accumulation.  An 
old-fashioned  "wash"  sale  with  inter- 
national dimensions. 

And  someone  made  millions  on  the 
puts,  as  the  shares  promptly  tumbled 
over  the  next  90  days,  from  around 


$49  a  share  to  $25  in  March. 

Who  are  the  "someones"? 

Certainly  a  number  of  large  institu- 
tions, traders  and  arbitragers  were 
caught  holding  the  bag  when  Amax 
turned  its  back  on  Socal  earlier  in  the 
year.  Thus,  anyone  holding  a  large 
position  in  Amax  at  that  point  and 
selling  out  during  the  VEBA  runup 
might  come  under  suspicion. 

And  then  there  is  Gousseland  and 
Amax  itself,  since  the  rumors  came 
from  institutions  close  to  Amax,  and 
because  Gousseland,  a  Frenchman, 
has  close  ties  to  the  European  banking 
community.  But  Gousseland  says  he 


By  Thomas  O'Donnell 
and  Jayne  Pearl 

COULD  THE  RECESSION  turn  into 
a  real  depression?  The  com- 
mon wisdom  says:  impossible. 
But  Edward  Yardeni  disagrees.  "I  give 
the  economy  a  30%  chance  of  depres- 
sion," says  the  much-quoted  E.F.  Hut- 
ton  &  Co.  chief  economist,  who  re- 
peats the  scary  message  every  week  as 
he  trudges  from  airport  to  airport 
speaking  to  the  brokerage  house's  cli- 
ents throughout  the  U.S. 

Yardeni's  depression  wouldn't  be  a 
rerun  of  the  Thirties,  with  grass  grow- 
ing in  the  streets.  It  would  be  more 
like  a  permanent  recession,  a  sharp 
dip  without  a  subsequent  pickup  and 
with  more  businesses  going  broke. 
Scant  consolation. 

Yardeni  is  putting  his  money  where 
his  mouth  is.  He  and  his  wife,  a  for- 
mer Hutton  precious  metals  analyst, 
have  sold  their  suburban  Scarsdale, 
N.Y.  home  and  will  move  into  a  rent- 
ed New  York  City  apartment  next 
month.  This  is  a  time  to  build  cash 
reserves  rather  than  own  a  house  and 
the  mortgage  that  inevitably  goes 


"absolutely  did  not"  buy  or  sell  any 
Amax  shares  (other  than  those  cov- 
ered by  options),  nor  did  he  assist  any- 
one else  in  doing  so. 

Perhaps  the  SEC  will  find  out  who 
did  it.  Meanwhile,  more  than  a  few 
shareholders  are  cursing  management 
for  refusing  to  take  Socal's  generous 
offer  or  to  reconsider. 

"Where  is  this  board  of  directors?" 
asked  one  angry  shareholder  at  the 
annual  meeting.  The  answer:  lined  up 
in  the  front  row,  where  more  than  half 
of  the  18  directors — two  slumped  for- 
ward— had  their  eyes  closed  in  appar- 
ent sleep  amid  the  din.  ■ 


with  it,  Yardeni  believes. 

Is  scaring  people  any  way  to  get 
them  to  buy  stocks  and  bonds?  In  a 
way,  yes.  In  the  brokerage  business,  as 
in  show  business,  the  important  thing 
is  to  get  customers  inside  the  build- 
ing. Yardeni  gets  them  in. 

"Hutton  markets  the  hell  out  of 
me,"  he  says.  "I'm  another  one  of  its 
products."  Boyish  Ed  Yardeni,  32,  is 
on  the  verge  of  becoming  a  media  star. 
The  sort,  a  la  Henry  Kaufman  of  Salo- 
mon Brothers,  who  can  make  markets 
tremble.  Just  two  years  ago  he  was 
virtually  unknown. 

Becoming  a  media  personality  re- 
quires two  things:  1)  having  been 
spectacularly  (and  publicly)  right  a 
couple  of  times,  and  2)  having  the 
natural  showmanship  to  capitalize  on 
that  record.  Yardeni,  who  served  his 
apprenticeship  with  the  New  York 
Federal  Reserve  Bank — "a  halfway 
house  between  the  academic  and 
business  worlds  for  young  econo- 
mists"— and  has  a  Ph.D.  in  econom- 
ics from  Yale,  fits  on  both  counts. 

Predictions:  For  1980  he  correctly 
forecast  a  robust  recovery.  In  early 
1981  he  was  among  the  first  to  see 


Brokerage  house  economist  Ed  Yardeni 
says  avoid  most  stocks  and  build  cash.  Is 
this  any  way  to  sell  securities?  You  bet  it  is. 

The  cheerful 
pessimist 
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v  inflation  dropping  sharply.  At  mid- 
year he  began  warning  of  a  recession. 
And  since  last  fall  he's  been  writing 
that  rates  would  not  fall  significantly. 
Showmanship:  A  quiet,  unassuming 
'*'  man,  Yardeni  at  first  seems  unsuited 
,!|  for  show  biz.  He  was  born  in  Israel, 
a  where  his  mother  was  a  Sabra  and  his 
father  an  Austrian  emigre.  He  came  to 
America  at  age  seven  when  his  father, 
x  an  engineer,  took  a  job  with  IBM.  As 
JP  an  undergraduate  at  Cornell,  Yardeni 
'II  first  studied  engineering,  then 
switched  to  government  and  econom- 
'    ics.  But,  significantly,  he  also  studied 

drama  and  cinematography. 
I      This  eclectic  mix  of  seriousness  and 
I   showmanship  is  a  key  to  his  success. 
/    So  is  a  strong  sense  of  pragmatism. 

One  of  his  first  acts  upon  becoming 
U  chief  economist  in  1980  was  getting 
rid  of  Hutton's  econometric  model.  "It 
was  a  black  box,"  he  says.  "We  put 
assumptions  in  and  got  answers  out 
without  understanding  what  was  go- 
ing on.  My  forecasts  have  been  better 
since  we  got  rid  of  it."  He  prefers  to 
rely  on  his  "feel"  for  markets. 

To  publicize  those  successful  fore- 
casts, Yardeni  in  1979  began  writing  a 
weekly  economic  letter  in  addition  to 
the  firm's  long-standing  quarterly 
outlook.  "Hutton  doesn't  mind  if  I 
work  harder,"  he  explains.  It  also 
doesn't  mind  the  relatively  small 
cost,  less  than  $70,000  per  year  in 
computer  time  and  $100,000  in  distri- 
bution costs.  And  what's  the  return? 
"Favorable  exposure  for  the  firm  to 
thousands  of  investors,"  says  Hutton 
Chairman  George  Ball. 

As  befits  a  movie  buff,  Yardeni  pep- 
pers his  economic  analysis  with  mov- 
ie images.  Speaking  in  Charlotte, 
N.C.:  "We  can't  have  a  recovery  with- 
out autos  and  housing.  It's  like  the 
end  of  the  movie  Carrie,  where  a  friend 
is  putting  flowers  on  Carrie's  grave 
and  her  hand  comes  up  to  grab  the 
friend.  It's  the  same  with  autos  and 
housing.  If  we  try  to  bury  them, 
they'll  reach  up  and  pull  us  all  down." 

How  can  we  avoid  that  fate?  First, 
the  Fed  should  get  interest  rates  down 
by  expanding  the  money  supply  and 
abandoning  "knee-jerk  monetarism." 
Yardeni  adds  that  monetarism  is 
"outdated."  His  reasoning  goes  like 
this:  The  battle  against  inflation  has 
already  been  won  but  Washington 
doesn't  realize  it.  "People  try  to  avoid 
the  sins  of  their  fathers  and  usually 
succeed.  Their  mistake  is  committing 
the  sins  of  their  grandfathers." 

The  grandfathers  in  this  case  are  the 
policy  makers  of  the  early  1930s. 
Then,  the  Fed  tightened  up  and  made 
a  bad  situation  worse.  That's  happen- 
ing again,  Yardeni  says,  "but  with  a 


difference:  Today  the  danger  is  that 
high  rates  will  prevent  the  economy 
from  ever  fully  recovering."  A  con- 
tinuing whimper  rather  than  a  bang. 
As  he  colorfully  puts  it:  "The  worst 
pain  comes  from  the  Chinese  water 
torture.  The  economy  never  drops 
dead,  but  keeps  dragging.  The  longer 
the  economy  does  this,  the  greater  the 
risk  that  we'll  continue  to  touch  in- 
creasingly lower  bottoms." 

For  spouting  such  views,  Yardeni 
earns  more  than  $100,000  a  year. 
That's  modest  in  the  world  of  eco- 
nomic celebrities.  Otto  Eckstein,  for 
example,  pocketed  $20  million  when 
McGraw-Hill  bought  Data  Resources 
three  years  ago.  Henry  Kaufman,  who 


builds  to  his  conclusion: 

"Paul  Volcker  said  a  few  days  ago 
that  the  chance  of  a  depression  is  nil 
for  three  reasons:  because  the  govern- 
ment is  bigger  than  in  the  1930s,  be- 
cause of  the  tax  cuts  and  because  in- 
flation is  coming  down."  Yardeni 
turns  that  argument  on  its  ear:  "I  give 
the  economy  a  30%  chance  of  depres- 
sion for  three  reasons:  because  the 
government  is  bigger  than  in  the 
1930s — it's  too  big;  because  of  the  tax 
cuts — too  little,  too  late;  and  because 
inflation  is  coming  down.  Remember 
we've  never  had  deflation  without  a 
depression." 

That  has  the  group  squirming  in  its 
chairs.  The  talk  is  frequently  inter- 


earns  a  base  salary  of  $220,000  per 
year,  pulled  down  several  million 
more  when  Salomon  was  acquired  by 
Phibro. 

Yardeni,  however,  isn't  complain- 
ing. "Hutton  gave  me  an  opportunity 
to  shine  and  I'm  grateful  and  happy," 
he  says.  Anyhow,  at  32  he's  only  start- 
ing to  hit  his  stride. 

And  quite  a  stride  it  is.  He  often 
flies  out  of  New  York  early  in  the 
morning  so  he  can  be  back  to  his  wife 
and  six-month-old  daughter  the  same 
night.  On  a  recent  day,  he  hit  eight 
Hutton  offices  and  gave  a  one-hour 
talk  at  each,  traveling  between  them 
by  car.  Lunch?  Wendy's,  where  he 
wolfed  down  a  couple  of  big  burgers,  a 
large  order  of  fries,  a  jumbo  Coke  and 
an  apple  turnover.  The  next  day,  more 
of  the  same. 

"I  lead  a  very  boring  life,"  says  Yar- 
deni. But  his  audiences  clearly  are  not 
bored.  He  scares  them,  but  they  seem 
to  enjoy  the  chill  he  sends  up  their 
spines.  Take  a  recent  morning  in 
Charlotte.  With  faultless  timing,  he 


rupted  by  nervous  laughter.  One  fund 
manager  exclaims:  "Oh,  my  God!" 

Yardeni  continues.  Unless  interest 
rates  drop  enough  to  ignite  a  recovery 
over  the  next  few  weeks,  the  worst 
will  happen.  What  should  you  do? 
Buy  bonds  and  build  a  pile  of  cash. 
Stay  away  from  all  but  the  most  de- 
fensive stocks,  those  that  would  do 
well  in  a  sinking  economy. 

What  if  he's  wrong?  "I  don't  worry 
about  it,"  Yardeni  replies.  "I've  gotten 
this  far  only  by  sticking  my  neck 
out."  What  about  the  chilling  possi- 
bility that  he's  right?  "It's  always  bet- 
ter to  be  forewarned  and  prepared 
than  to  be  caught  napping.  I  guess  I'm 
just  not  a  worrier.  My  baby  daughter 
keeps  me  up  more  at  night  than  does 
my  outlook  on  the  economy." 

At  the  moment,  about  the  only 
thing  that's  troubling  Yardeni  is  his 
growing  impact  on  the  financial  mar- 
kets. "It  limits  my  freedom.  I  have  to 
think  three  times  before  saying  any- 
thing." But  he  concedes,  "I  do  enjoy 
the  limelight."  ■ 
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Overhead  view  of  diagonal  pivot  rear  axle,  a  key 
element  of  the  300D's  elaborate  fully  independent 
suspension  system.  To  Mercedes-Benz,  sports  car 
handling  and  sedan  handling  should  be  the  same. 


There  are  120  safety  features  incorporated  in  every  300D-and  the  car's  body  itself  is  one. 
Front  and  rear  sections  are  carefully  devised  to  progressively  yield  on  heavy  impact 
(dotted  lines),  managing  kinetic  energy  before  it  can  be  transmitted  with  full  force  to 
the  passenger  area  within. 


Zero-offset  geometry  of  front  sus- 
pension mobilizes  esoteric  physics 
to  guide  the  300D  along  a  true 
forward  path. 


Floor-mounted  shift  lever 
connects  to  a  rugged 
four-speed  automatic 
gearbox. 


Twenty-four  tiny  ball  bearings  form 
the  heart  of  the  300D's  exquisitely 
smooth  and  precise  recirculating-ball 
steering  system. 

Instrument  panel  of  the 
300D  is  not  decked  out 
ivith  gadgets  but 
laid  out  with 
ergonomic  exactitude. 
Look  of  rich  wood  is 
achieved  by  using 
rich  wood. 


300  D's  vivic 
performance  is 
excelled  by 
no  other  diesel 
automobile  sold 
in  America. 


The  300D's  rank  as  America's  most  po 
diesel  automobile  owes  much  to  this 
17 -lb.  piece  of  engineering  brilliance: 
a  turbocharger. 
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The  300D  Turbodiesel: 
the  Mercedes-Benz  engineers' idea 
of  a  $30,000*  luxury  sedan. 


The  luxury  of  superb  technology  permeates  the  300  D  Turbodiesel  Sedan,  creating  superb 
fer-the-road  performance.  Mere  sport  is  not  the  goal:  tenacious  roadholding,  sharp  reflexes 
and  precise  control  simply  make  better  drivers-of  aficionados  and  housewives  alike. 


Phe  300  D  Turbodiesel  boasts 
'  L  such  extravagances  as  six 
i  parate  brakes,  seven  shock 
nsorbers,  and  a  rigid  unit  body 
elded  at  exactly  4,786  points. 
!  If  these  seem  less  seductive 
I  an  tufted  velvet  seats  or  razor- 
i  Iged  styling,  Mercedes-Benz 
i  igineers  can  only  shrug.  Se- 
lection is  not  their  aim.  Provid- 
j  g  you  with  the  most  precise 
ossible  driving  instrument  is. 

Not  a  blunt  instrument 

There  is  deep  satisfaction  in  an 
r  tomobile  meant  to  elevate 
iur  driving  standards  more 
an  your  ego. 

For  example,  this  3585-lb., 
'e-passenger  sedan  yields  no 
ound  even  to  sports  cars  on 
ller-coaster  back-country  roads, 
j  It  will  not  panic  if  suddenly 
rown  into  a  maze  of  S-bends  in 
e  rain. 

Its  steering  system  is  not  a 
unt  instrument  but  an  almost 
nsually  responsive  mechanism- 
iquid-smooth  recirculating-ball 
echanism,  guided  by  24  ball 
■arings,  seemingly  friction-free. 
The  300  D's  automatic  trans- 
ission  is  no  ordinary  luxury- 
»r  automatic.  The  shift  lever  is 
r bwn  beside  your  right  thigh, 
bid  can  be  manually  actuated 
(hen  you  want  to  select  gears 
fmrself.  (Note  that  this  is  a  four- 
weed  automatic.) 
'  |  The  300  D's  four  caliper-type 
i  fsc  brakes  are  meant  to  keep 
ppping  the  car  squarely  and 
;fely-even  after  repeated  hard 
link  stops,  even  in  the  wet. 
Mercedes-Benz  engineers  care 
tie  if  the  world  knows  that  each 


brake  disc  measures  11  inches  in 
diameter,  or  that  the  car's  front 
suspension  geometry  is  engi- 
neered to  help  minimize  braking 
"nose  dive''  They  care  only  that 
the  driver  is  better  off  as  a  result 
of  these  and  myriad  other  tech- 
nical details. 

Most  powerful  diesel  in  America 

Those  engineers  have 
squeezed  more  power  from  the 
300  D's  five-cylinder,  three-liter 
engine  than  other  engineers 
have  yet  been  able  to  extract 
from  any  other  passenger  car 
diesel-even  huge  V8's. 

The  crucial  factor  is  turbocharg- 
ing  and  its  stunning  extra  thrust. 
It  helps  make  this  the  best  per- 
former of  any  diesel  automobile 
sold  in  America. 

The  performance  story  should 
not  overshadow  the  efficiency 
story.  Powerhouse  that  it  is,  the 
300  D  bests  the  mileage  of  vir- 
tually every  luxury  sedan  you 
can  buy  today-with  EPA  num- 
bers of  [27]mpg  city  estimated 
and  33  highway**  Conventional 
tune-ups?  Never. 

No  artificial  ingredients 

The  300  D's  designers  made  no 
attempt  to  decorate  it  like  a  lux- 
ury car.  They  were  too  busy 
making  it  an  aerodynamically 
clean,  spatially  efficient  car. 

Electronic  cruise  control,  elec- 
tric window  lifts,  AM/FM  stereo 
radio/cassette  player,  bi-level  cli- 
mate control  system-what  con- 
ventional luxury  sedans  offer  by 
way  of  conveniences,  so  does  the 
300  D  Turbodiesel  Sedan. 

Only  garishness  is  absent.  The 


instrument  panel  is  no  entertain- 
ment center  twinkling  with 
gadgets  but  an  exercise  in 
ergonomic  exactitude:  white-on- 
black  gauges,  instantly  activated 
controls,  unobstructed  visibility. 

Seats  are  constructed  and  up- 
holstered for  the  luxury  of 
proper  support  on  all-day  drives. 
This  explains  the  firmness  that 
may  startle  the  uninitiated. 

Interior  wood  trim  is  genuine 
zebrano  wood:  handworked,  fit- 
ted and  finished.  A  small  thing 
that  epitomizes  this  car's  unre- 
mitting honesty  of  design-as 
its  120  built-in  safety  features 
epitomize  its  seriousness  of 
design. 

The  luxury  of  retained  value 

The  300  D  Turbodiesel  can  point 
to  one  final  advantage  that  no 
domestic  luxury  car  can  even 
approach:  as  a  Mercedes-Benz 
Turbodiesel,  it  belongs  to  a 
group  of  cars  that  have  been 
shown  (according  to  the  Febru- 
ary 1982  N.A.D.A.  Official  Used 
Car  Guide)  to  retain  over  88  per- 
cent of  their  original  value  after 
the  first  three  years. 

*Approximate  suggested  advertised  deliv- 
ered price  at  port  of  entry.  **EPA  estimate 
for  comparison  purposes.  The  mileage  you 
get  may  vary  with  trip  length,  speed  and 
weather.  Actual  highway  mileage  will  prob- 
ably be  less. 

©1982  Mercedes-Benz  N. A.,  Inc.,  Monrvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


Fisher  Foods  was  a  great  little  company 
that  became  a  disaster  as  a  big  company. 


By  James  Cook 


Starting 
over 


Fisher  Food's  Chairman  Carl  Fazio 

The  produce  may  have  been  beautiful,  but  the  planning  was  rotten. 


A decade  ago  Cleveland's  Fisher 
Foods  was  that  rarity,  a  real 
k  growth  company  in  the  super- 
market business.  In  the  mid-Sixties 
the  Fazio  brothers,  John  and  Carl, 
sons  of  a  Sicilian  produce  peddler,  had 
parlayed  a  6-unit  supermarket  chain 
into  control  of  Cleveland's  74-store 
Fisher  Foods,  Inc.  Carl  knew  produce 
and  John  knew  meat,  and  for  a  time 
they  turned  Fisher  into  a  fast-growing 
and  innovative  company,  one  of  the 
most  profitable  in  the  supermarket 
business. 

No  longer.  Fisher  Foods  sales  lev- 
eled off  in  the  mid-Seventies  at  some- 
thing like  $1.4  billion,  while  its  prof- 
its fell  from  $12.6  million  in  1974  to 
less  than  $7  million  in  1980.  Its  once- 
lofty  20%  return  on  equity  dwindled 
to  8%  and  could  well  drop  still  lower. 

Fisher  is  a  classic  case  of  what  hap- 
pens when  a  small  company  gets  so 
carried  away  with  its  success  that  it 
thinks  it  can  conquer  the  world.  It 
goes  from  small  to  big  without  con- 
sidering the  consequences  or  without 
proper  planning.  John  Fazio  wanted  to 
take  the  company  one  way.  His  broth- 
er wanted  to  go  another.  But  John 
Fazio  ran  the  company  as  president 
and,  in  effect,  chief  executive  from 
1965  onward  and  progressively  ran  it 
into  the  ground. 

Brother  John,  who  had  giant  ambi- 
tions, prevailed.  The  more  cautious 
Carl  lost  out.  At  one  time  John  even 
thought  of  buying  Las  Vegas'  Caesars 
Palace  hotel  and  gambling  casino, 
only  to  be  beaten  out  by  fast-food  op- 
erators Stuart  and  Clifford  Perlman. 
Foiled  here,  he  quickly  pushed  on  in 
the  supermarket  business.  In  1968  he 
went  into  Chicago  with  the  acquisi- 
tion of  Dominick's  Finer  Foods,  and 
in  1972  he  moved  into  Los  Angeles  by 
acquiring  E.F.  MacDonald's  ailing 
Shopping  Bag  chain. 

The  Shopping  Bag  acquisition 
ripped  the  company  apart.  One  direc- 
tor quit  almost  immediately  and  an- 
other left  two  years  later.  Privately 
Carl  Fazio  had  considerable  misgiv- 
ings, but  he  kept  them  to  himself. 
Blood  is  thicker  than  public  interest. 

An  invasion  of  the  California  mar- 
ket would  have  been  difficult  in  any 
circumstance.  The  competition — 
Ralph's,  Von's  and  Alpha  Beta — was 
entrenched,  Fisher's  financial  re- 
sources were  limited,  and  Shopping 
Bag  needed  to  be  thoroughly  rebuilt. 
But  John  Fazio  moved  in  like  the  chi- 
na-shop bull.  He  went  on  television 
and  announced,  "I  will  not  be  under- 
sold," and  touched  off  a  price  war  that 
beggared  Shopping  Bag  and  nearly 
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beggared  its  competitors  as  well.  In 
five  years,  Fazio  succeeded  in  dou- 
bling Shopping  Bag's  market  share  to 
5%,  but  he  had  to  drain  all  the  avail- 
able cash  flow  from  Ohio  to  do  it. 

When  it  became  clear  it  would  take 
another  $25  million  to  $30  million  to 
keep  up  with  the  market,  Fisher  gave 
up  the  fight  and  in  1978  sold  out  to 
Albertson's  at  a  modest  profit. 

By  now  the  basic  Ohio  division  was 
in  trouble.  It  was  losing  money  in 
Youngstown  and  southern  Ohio,  it 
had  given  up  first  place  and  5%  or  6% 
of  the  market  in  Cleveland,  and  its 
margins  were  shrinking  everywhere. 
"Ohio  almost  came  to  a  standstill," 
Carl  Fazio  says.  "We  didn't  put  any 
more  money  in  it.  We  didn't  expand 
the  market." 

For  five  years  the  Ohio  division 
stagnated,  and  in  the  supermarket 
business  stagnation  is  the  kiss  of 
death.  Labor  costs,  Carl  Fazio  ex- 
plains, begin  to  eat  you  alive.  Instead 
of  living  off  low-cost  part-time  help, 
you  gradually  convert  the  work  force 
into  higher-cost  full-time  labor — with 
vacations  and  fringe  benefits.  "The 
only  way  you  beat  that  is  to  open  new 
stores.  In  new  stores,  you  open  with 
more  than  80%  part-time.  You  don't 
want  a  situation  where  you  have 
twice  as  much  full-time  as  part-time 
on  your  payroll." 

John's  big  move  left  Fisher  heavy 
with  debt— $138  million  vs.  $81  mil- 
lion equity.  So,  dropping  his  passion 
for  growth,  John  Fazio's  solution  was 
to  turn  22  of  Fisher's  stores — mainly 
in  southern  Ohio — into  no-frills  ware- 
house stores.  The  conversion  was  ac- 
complished in  less  than  two  months 
but  it  was  a  disaster.  The  new  stores 
attracted  only  10%  to  20%  as  many 
customers  as  the  old  stores  had,  and 
permanently  alienated  the  rest.  Even 
the  profitable  conventional  stores 
were  converted  into  losers.  "Other 
people  have  done  warehouse  stores 
and  done  well,"  Carl  Fazio  says.  "But 
they're  done  at  a  slow  pace.  Ware- 
housing was  another  blunder.  It 
wasn't  thought  out." 

To  make  things  worse,  John  Fazio 
attempted  to  cover  his  flank  by  get- 
ting involved  in  a  price-fixing  scheme 
with  some  of  his  competitors,  which 
nearly  put  him  in  jail  and  eventually 
cost  the  company  $800,000  in  fines 
and  $9.8  million  to  settle  a  consumer 
class-action  suit. 

Finally  in  1979  Carl  Fazio  and  Do- 
minick  DiMatteo,  head  of  Fisher's 
Chicago  division,  took  over,  and  John 
Fazio  retired.  The  new  bosses  set  up  a 
$10.2  million  store-closing  reserve 
and  closed,  sold,  or  otherwise  dis- 
posed of  21  stores  in  Youngstown, 
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When  your  business  trip  is  running  late, 
*  ~your  room  will  wait  up  for  you. 


You've  got  the  Card. 


You're  not  worried.  Because  you  know 
that  your  hotel  room  will  be  there  no 
matter  when  you  get  there.  You  made 
an  American  Express*Card  Assured 
Reservation?  You  know  the  hotel 
will  hold  your  room,  all  night  long,  if 
necessary.  And  if  for  some  reason 
•  don't,  you  are  still  okay.  They  will 
;     n  r  .    :  for  and  pay  for  your  night's  stay 

fyre  6  PM  destination  time  (4  PM  at  resorts). 


at  a  comparable  hotel,  transportation 
there,  and  a  phone  call.  But  if  your  plans 
change,  be  sure  to  phone  to  cancel  and 
get  a  cancellation  number*  On  your 
next  business  or  pleasure  trip,  make  sure 
your  hotel  room  waits  up  for 
you.  And  take  your  time. Your 
room  will  be  there. 
Don't  leave  home  without  it.* 


Dayton,  Columbus  and  Cincinnati. 
Fisher  had  a  $7  million  loss  that  year, 
1979,  but  the  worst  was  over. 

"John  had  some  big  ideas,"  Carl  Fa- 
zio says,  "but  they  didn't  material- 
ize— let's  put  it  that  way.  I  loved  him 
as  a  brother,  but  certain  things  he  did, 
I  was  not  in  favor  of.  You  have  to  plan 
what  you're  doing.  When  you  reach 
our  size,  you  can't  operate  from  the 
seat  of  your  pants." 

While  Fisher's  troubles  in  Ohio  and 
California  mounted,  Dominick's  con- 
tinued to  flourish  in  Chicago.  DiMat- 
teo  ran  Dominick's  as  a  self-con- 
tained semiautonomous  subsidiary, 
and  established  it  as  Chicago's  sec- 
ond-biggest supermarket  (after  Jewel), 
expanding  from  18  stores  in  1968  to 
71  by  1982.  By  1981,  Dominick's  was 
generating  63%  of  Fisher's  sales  and 
over  95%  of  its  total  income  from 
operations. 

Carl  Fazio  and  DiMatteo  were  run- 
ning the  company,  but  John  was  mak- 
ing trouble  at  board  meetings  and 
threatening  to  peddle  his  13%  of  the 
company  to  outsiders.  In  the  end,  it 
was  DiMatteo  who  came  up  with  the 
solution  in  the  form  of  an  offer  to  buy 
out  Fisher's  crown  jewel,  Dominick's 
Finer  Foods.  "The  price  was  attrac- 
tive," Carl  says:  $74  million  in  hard 
cash,  10  times  earnings  at  a  time 
when  Fisher  itself  was  selling  for  less 
than  6.  "We  began  to  see  what  we 
could  do  with  the  money." 

Of  the  proceeds,  Carl  used  $13.5 
million  for  retiring  $15  million  in 
convertible  debt,  bought  out  E.F. 
MacDonald's  310,000  share  interest 
for  under  $4  million,  and  spent  $11.4 
million  to  buy  out  brother  John.  That 
left  Carl  Fazio  and  his  son  with  a 
16%,  $9  million  interest  in  the  com- 
pany. Fisher's  debt  had  been  cut  from 
$109  million  to  $37  million  in  a  year, 
leaving  $43  million  in  cash  for  re- 
building the  company. 

There  wasn't  much  left  of  Fazio's 
once-mighty  company — 57  supermar- 
kets and  two  warehouse  stores  in 
northeastern  Ohio  that  earned  only 
$500,000  last  year  on  close  to  $500 
million  in  sales.  But  its  earning  power 
was  considerably  greater.  Fisher  is 
spending  $11  million  to  convert  its 
warehousing  operation  into  a  food 
wholesaler  that  will  provide  indepen- 
dent supermarketers  with  a  one-stop 
truckload  delivery  of  meat,  food  and 
deli  that  Fazio  thinks  has  enormous 
potential.  It's  also  planning  to  spend 
$10  million  this  year  on  new  or  re- 
modeled stores,  only  two  this  year  but 
another  five  or  six  in  prospect  for 
1983.  The  money  will  come  from 
Fisher's  cash  flow,  however,  not  from 
the  $43  million  remaining  from  the 


Dominick's  sale.  That's  going  into 
short-term  investments  for  the  time 
being  and  eventually  into  new  ven- 
tures, most  likely  outside  the  food 
business.  "For  the  first  time  in  the 
five  years  I've  been  here,"  says  Robert 
Everett,  who  replaced  DiMatteo  as 
president  the  first  of  the  year,  "we 
have   a   unified   management  and 


board,  with  everyone  pulling  together 
in  a  single  purpose." 

For  Carl  Fazio,  it's  a  little  like  start- 
ing all  over  again,  but  the  times  are  a 
lot  less  propitious  than  they  were  two 
decades  ago.  "It's  like  falling  off  a 
log,"  he  says,  "compared  to  17  years 
ago,  when  I  woke  up  one  day  and  we 
had  81  stores  instead  of  6."  ■ 


By  Barbara  Rudolph 


When  the  Japanese  moved  into  his  busi- 
ness, Charles  Strang  was  determined  that 
Outboard  Marine  wouldn't  stall.  Here's 
how  he  managed  to  stay  in  front. 

Why  putt  putt 

isn't 
sputter-sputter 


score  its  victories?  The  secret  is  long- 
term  planning.  Outboard's  story  has  a 
happy  ending  because  management 
was  particularly  wary  of  foreign  com- 
petition— and  looked  ahead.  It  also 
helps  that  Chairman  Charles  Strang, 
an  engineer  from  competitor  Bruns- 
wick, is  a  born  pessimist.  "We  were 
determined  not  to  become  another 
camera  or  motorcycle  company,  wait- 
ing meekly  to  be  destroyed,"  he  says. 

In  March  1972,  as  soon  as  Strang  got 
wind  that  the  Japanese  might  be  com- 
ing into  the  outboard  motor  market  in 
a  big  way,  he  dashed  off  to  the  Tokyo 
boat  show.  "I  was  startled  to  see  one 
Yamaha  motor  that  was  a  dead  copy  of 
one  of  ours,"  he  recalls.  Back  in  Wau- 
kegan,  Strang  had  difficulty  convinc- 
ing his  staff  that  the  threat  was  for  real: 
"Everyone  was  floating  in  the  clouds. " 

But  Strang  saw  a  looming  storm  and 
took  the  offensive.  By  1977  he  had 
started  a  price  war  with  the  Japanese 
in  Europe.  With  prices  down  25%,  the 
company  gained  back  share.  Strang 
did  not  make  the  usual  mistakes: 
There  were  no  openings  in  Outboard's 
product  line,  and  he  kept  his  broad 
geographical  base,  even  opening  a 
branch  in  Japan. 

Other  changes  cut  deeper  and,  Strang 
admits,  were  "  long  overdue  "He  began 
revving  up  overseas  operations,  where 
traditionally  two  independent  distrib- 
utors split  the  business  in  a  country. 
"They  enjoyed  incredible  pricing, 


Here's  some  good  news.  Not 
every  old-line  U.S.  manufactur- 
er is  a  sitting  duck  for  the  Japa- 
nese. Consider  what  happened  to  Out- 
board Marine  Corp.,  the  world's  largest 
producer  of  motors  for  small  boats. 

When  the  Japanese  raced  into  Out- 
board's calm  waters  in  the  mid-1970s, 
the  company's  very  existence  was 
thrown  into  jeopardy:  Some  80%  of 
sales  came  from  its  Johnson  and  Evin- 
rude  motors,  the  strongest  brand 
names  in  the  business.  Illinois-based 
Outboard  had  to  protect  its  nearly 
40%  share  of  the  roughly  $1.5  billion 
worldwide  market. 

At  peak  strength,  in  1977-78,  three 
manufacturers — Suzuki,  Honda  and 
Yamaha  (in  a  joint  venture  with  Bruns- 
wick)— had  snared  some  15%  of  U.S. 
sales.  Honda  has  yet  to  expand  beyond 
its  two  basic  models.  Total  Japanese 
market  share  today:  around  10%.  In 
Europe  the  Japanese  made  the  waters 
even  choppier.  When  they  moved  ag- 
gressively into  that  market  in  1975, 
Outboard  enjoyed  a  40%  share.  By  the 
late  Seventies  the  Japanese  were  up  to 
40%,  and  Outboard  was  down  to  28% . 
Today  Outboard  has  bounced  back  to  a 
35%  share,  leaving  the  Japanese  at  25% 
and  probably  falling. 

How  did  Outboard,  which  earned 
$27  million  on  sales  of  $796  million 
in  the  fiscal  year  ended  Sept.  30,  1981, 
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I  a  t  and  lazy,  and  pa vcd  the  way  for 
a  competitor  to  move  in,"  Strang  says. 
So  he  bought  a  lot  of  them  out — a 
"heartrending"  move,  he  explains,  be- 
cause many  were  family  businesses 
connected  to  Outboard  for  decades. 

Confronting  his  own  marketing 
people  wasn't  much  easier.  The  John- 
son and  Evinrude  divisions  had  re- 
mained completely  separate  entities 
since  1936.  That  was  when  Ralph 
Evinrude,  whose  father  had  founded 
Evinrude  Motors,  and  Steve  Bnggs, 
cofounder  of  Briggs  &  Stratton,  bought 
Johnson  Motors  out  of  receivership 
and  founded  Outboard  Marine.  Brand 
identification  flourished,  even  though 
management  admits  the  Johnson  and 
Evinrude  motors  are  virtually  identi- 
cal, apart  from  color.  "My  own  brother 
won't  believe  it  when  I  tell  him  they're 
made  in  the  same  factory,"  says  Vice 
President  Sherwood  Richardson. 

Consumer  loyalty  is  fine,  but  the 
heated  corporate  infighting  between 
the  two  groups  was  another  matter. 
"The  Evinrude  people  felt  their  only 
competitor  was  Johnson,  and  vice 
versa.  They  didn't  give  a  hoot  about 
Brunswick  or  anyone,  they'd  just  cut 
each  other's  throats,"  recalls  Strang. 
Now,  however,  with  his  new  central 
controls  and  corporate  consolidation, 
that  is  largely  water  under  the  bridge. 

The  government  also  gave  Outboard 
a  boost— in  a  very  indirect  way.  In 
February  1 980  the  Department  of  Ener- 
gy proposed  that  boating  be  banned  on 


Outboard's  Charles  Strang 

".  .  .  determined  not  to  be  another 

camera  or  motorcycle  company." 


weekends.  Earnings  fell  86%  for  Out- 
board that  year.  "No  one  goes  boating 
on  Tuesday  nights,"  Strang  chuckles. 
"Our  sales  didn't  grind  to  a  halt,  they 
just  halted,  period." 

That  forced  some  tough  decisions 
that  made  Outboard  a  keener  competi- 
tor against  the  Japanese.  Within  three 
months  Strang  fired  a  third  of  his  work 
force,  consolidated  plants  and  slashed 
budgets.  The  result:  $47  million  in 


annual  pretax  savings. 

Outboard's  profitability  remains 
well  below  that  of  most  manufactur- 
ers. Margins  top  4%  in  a  good  year, 
and  last  year's  return  on  equity  was  a 
mere  9.5% .  Strang,  however,  is  enthu- 
siastic about  his  new  light,  quiet  "sea 
drive"  modified  outboard  motor, 
which  is  designed  for  large  boats. 
Since  the  sea  drive  uses  Outboard's 
own  engine,  it  is  more  profitable  for 
the  company  to  produce.  Bear  Stearns 
analyst  Steven  Eisenberg  figures  the 
company  could  gain  30%  of  the  $200 
million  stern-drive  market. 

Like  other  analysts,  he  is  encouraged 
by  the  company's  investment  pros- 
pects. Outboard's  shares  now  trade  at 
around  25,  7  times  earnings.  The  com- 
pany's seasonal  first-quarter  loss  was 
less  than  it  has  been  in  five  years,  and 
despite  the  recession  there  was  a  slim 
second-quarter  gain.  In  addition,  some 
analysts  view  Outboard  as  a  perennial 
takeover  target:  The  Briggs  family 
holding  (10%),  which  has  been  up  for 
sale  before,  is  on  the  block  again. 

Strang's  housecleaning,  of  course, 
leaves  one  major  deed  left  undone: 
diversifying  away  from  outboard  mo- 
tors. The  company  has  a  dismal  rec- 
ord— failing  both  with  snowmobiles 
and  campers — and  Strang  admits  Out- 
board is  just  as  gasoline-dependent  as 
it  was  in  1980.  These  days,  however, 
Strang  can  take  on  new  business 
knowing  he  has  met  the  Japanese 
challenge.  It's  a  nice  feeling.  ■ 


Philip  Rosenthal  makes  beautiful  china 
and  crystal  He  also  makes  interesting  ex- 
periments in  dealing  with  his  workers. 

Is  this 
an  answer? 


By  Jean  A.  Briggs 

P>  HiLir  Rosenthal  twists  a  wine 
"  glass  slowly  in  his  long  fingers 
and  frowns.  The  goblet  was  not 
made  by  Rosenthal  A.G.  of  Selb,  West 
Germany,  the  maker  ol  fine  china  and 
glassware  his  father  sts  ed  in  1879 
and  that  he  has  head..".     nee  1958. 


Rosenthal's  infectious  smile  soon  re- 
turns. He  remembers  that  what  he 
really  wants  to  talk  about  today  is  not 
china  but  industrial  democracy. 

Industrial  democracy?  Right.  Ro- 
senthal, who  has  been  a  Social  Demo- 
cratic Party  member  of  West  Ger- 
many's parliament  since  1969,  uses 
the  term  to  mean  a  worker's  involve- 


ment in  his  company's  decision-mak- 
ing process  and  ownership. 

Rosenthal  is  not  just  talking  about  a 
pet  theory.  His  company  was  one  of 
the  first  of  its  size  in  Germany  to  put 
workers  on  its  board,  and  is  still  one 
of  very  few  to  help  workers  buy 
shares.  Workers  as  a  group  now  own 
more  shares  of  Rosenthal  A.G.  than 
the  Rosenthal  family  does — 10%  of 
the  total,  vs..  4.5%. 

Rosenthal  is  as  much  a  missionary 
for  industrial  democracy  as  for  good 
design  in  table  settings.  Leaning 
across  the  table  at  the  U.N.  Plaza  Ho- 
tel, where  he  is  having  lunch,  he  says 
emphatically:  "Capitalism,  commu- 
nism and  socialism  have  all  failed. 
They  all  result  in  big  bureaucracies 
and  in  worker  alienation.  Marx'  anal- 
ysis was  right  but  his  solution  was 
wrong.  Alienation  is  common  to  all 
industrial  societies.  It  is  even  worse  in 
the  communist  world  than  in  the  cap- 
italist world. 

"This  alienation,"  he  continues, 
leaning  back  and  sampling  his  turbot, 
"is  one  of  the  dangers  of  our  time.  It  is 
a  reason  for  terrorism,  for  drugs,  for 
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Today  we'd  be  crazy 
to  introduce 
another  microcomputer. 


With  SuperCalc*  Super- 
Sheet*  the  Monroe  OC  8820 
stands  out  from  the  confusing 
crowd  of  microcomputers. 

The  most  advanced  electronic 
worksheet  at  your  fingertips. 

We  started  out  with  the  best 
software  available  for  numerical 
analysis  and  report  generation. 
Then  we  made  it  better. 

Monroe's  SuperCalc  Super- 
Sheet  is  an  electronic  worksheet 
that  can  perform  a  variety  of  tasks, 
from  sales  forecasts  to  "what  if" 
analyses,  without  the  need  for  re- 
petitive entering  and  calculating. 


Unless  it  has 
better 
software. 


MONROE  GIVES  YOU  MORE  TO  WORK  WITH. 

Monroe 

SuperCalc 

Feature 

VisiCalc® 

SuperSheet 

Partial  Worksheet  Retrieval 

No 

Yes 

Individual  Column  Widths 

No 

Yes 

Help  Screens 

No 

Yes 

Data  Protection 

No 

Yes 

Wide  Label  Capacity 

No 

Yes 

60K  Worksheet  Memory 

Yes* 

Yes 

Fast  Scrolling 

Yes 

Yes 

Advanced  Video 

Yes 

Yes 

"Not  available  on  most  machines   VisiCalc'  is  a  registered  trademark  of  VisiCorp 


And  SuperCalc  SuperSheet  is 
part  of  a  complete  software  library 
that's  designed  to  help  you  work 
more  effectively. 
Better  hardware  to 
run  better  software. 
Designed  for  today's  competitive 
business  environment,  the  Monroe 
OC  8820  has  greater  operating  po- 
tential than  most  microcomputers. 
Our  128KB  RAM  gives  you  larger 
worksheets,  while  640KB  of  built- 
in  disc  memory  gives  you  greater 
project  storage  capability. 

The  OC  8820  is  designed  for 
business  people,  with  its  standard 
typewriter  keyboard  and  calculator 
pad.  Just  about  everything  you  need 
comes  in  the  self-contained  unit. 


Service  that's  really 
"at  your  service." 

.     Behind  every  OC  8820  is  a 
350  branch  service/support 
network.  Whether  you  buy  one 
machine  or  one  hundred, 
you're  just  a  phone  call  away 
from  a  service  and  support  force 
trained  to  strict  Monroe  standards. 

Find  out  how  Monroe's  harder- 
working  business  computer  system 
can  work  for  you.  Call  or  send  in 
the  coupon  today. 

'SuperCalc  and  SuperSheet  are  trademarks  of  Sorcim  Corp. 
CALL  TOLL-FREE 

800-526-7843  EXT.  444 

(IN  NEW  JERSEY  CALL:  800-522-4503  EXT.  444) 
OR  CALL  YOUR  LOCAL  MONROE  BRANCH  OFFICE 


Monroe  Systems  For  Business 

The  American  Road 

Morris  Plains,  New  Jersey  079S0 

Please  send  me  more  information  on  your  computer 
Please  have  a  Monroe  representative  call  me 


FOR  6/7 


Q  MONROE  SYSTEMS  FOR  BUSINESS 


Philip  Rosenthal  of  Rosenthal  AG.  at  bis  company's  shouroom  in  Manhattan 

A  vote  for  worker  participation — in  decision-making  and  in  ownership. 


people  not  wanting  to  try  any  longer. 
Thinking  that  material  benefit  with- 
out human  contact  makes  for  happi- 
ness is  a  serious  mistake  of  industrial 
society." 

It's  easy  to  criticize,  Forbes  re- 
sponds. But  what's  the  solution?  Our 
system  may  lead  to  some  boring  jobs, 
but,  unlike  socialism,  which  also  pro- 
duces boring  jobs,  our  system  creates 
a  high  standard  of  living  and  gives 
people  a  wide  range  of  choice  in  how 
they  live  their  lives.  That  was  just  the 
question  Rosenthal  was  waiting  for. 
He  cites  his  own  company's  experi- 
ence. A  degree  of  industrial  democra- 
cy isn't  incompatible  with  efficiency, 
he  says: 

"We  found  that  the  major  argument 
against  codetermination — that  it 
would  lessen  management's  decision- 
making capability — was  wrong.  The 
fact  that  I  had  to  explain  to  employee 
board  members  why  we  were  doing 
something  actually  sometimes  im- 
proved decisions.  And  sometimes  de- 
cisions were  carried  through  much 
more  easily  from  the  workers'  side 
than  they  otherwise  might  have 
been." 

When  Rosenthal  had  to  consolidate 
two  factories  and  reduce  the  work 
force  by  250  employees,  a  three-year 
plan  was  developed  by  management 
and  workers  and  smoothly  carried 
out.  The  layoffs  were  made  partly 
through  attrition  and  partly  through 
employee  transfers  to  other  facilities. 

The  German  word  for  worker  par- 
ticipation in  corporate  decision-mak- 
ing is  Mitbestimmung  and  translates 
roughly  as  "codetermination."  Co- 


determination  is  now  required  under 
German  law,  but  Rosenthal's  experi- 
ments not  only  preceded  the  law  but 
helped  produce  it.  Corporations  in 
Germany  each  have  two  boards  of  di- 
rectors, he  explains.  There  is  a  super- 
visory board  and  a  management 
board.  The  supervisory  board,  which 
he  now  heads  at  Rosenthal  A.G.,  hires 
the  management  board  and  approves 
major  long-term  decisions  such  as 
whether  to  open  a  new  plant,  close  an 
old  one,  start  or  stop  a  product  line. 
The  management  board  operates  the 
company  on  a  day-to-day  basis.  At 
Rosenthal  A.G.,  and,  since  1976,  at  all 
publicly  owned  German  companies 
with  more  than  2,000  employees,  half 
the  members  of  the  supervisory  board 
represent  employees.  In  addition, 
companies  have  work  councils  whose 
members  are  elected  by  both  blue- 
and  white-collar  employees.  Work 
councils  have  an  equal  say  with  man- 
agement on  such  matters  as  job  evalu- 
ation and  compensation  structure, 
policies  for  recruiting,  promoting  and 
firing,  and  plans  for  training  and  occu- 
pational safety. 

One  thing  that  distinguishes  Ro- 
senthal's codetermination  from  that 
practiced  by  the  rest  of  German  indus- 
try is  that  Philip  Rosenthal  has  taken 
it  one  step  further,  encouraging  work- 
er ownership  as  well  as  worker  voice  in 
policy.  He  started  by  distributing 
shares  instead  of  cash  as  a  bonus  to 
employees.  A  few  years  later  he  offered 
a  kind  of  mutual  fund  as  an  alternative 
to  Rosenthal  shares  to  help  workers 
become  capitalists.  "Today,"  Ro- 
senthal says,  "90%  of  the  company's 
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German  employees  own  shares.  The 
average  holding  is  worth  $1,700." 

The  bottom  line?  "We  have  less 
illness,  fewer  strikes,  less  trouble  and 
more  contribution  from  our  workers 
than  the  average,"  Rosenthal  says. 

He  continues:  Rosenthal's  market 
share  has  increased  from  12.9%  to 
19.6%  in  fine  china  and  from  zero  to 
7%  in  glassware.  At  the  same  time  it 
has  become  the  largest  producer  in 
Europe  of  industrial  ceramics  and  an 
important  producer  of  furniture.  Best 
of  all,  in  Rosenthal's  view,  is  the  com- 
pany's continuing  productivity  gains. 
From  1974  to  1979,  productivity  gains 
averaged  12%  a  year.  In  the  past  two 
years  they  averaged  7%  a  year. 

Rosenthal  admits  that  much  of  the 
gain  owes  to  an  extensive  plant  mod- 
ernization, but  adds:  "Without  em- 
ployee cooperation,  the  moderniza- 
tion program  could  not  have  been  so 
successful." 

Is  his  brand  of  industrial  democracy 
transferable?  Would  U.S.  companies 
benefit  from  its  application?  Ro- 
senthal hesitates.  He  doesn't  want  to 
come  on  like  one  of  your  arrogant 
Germans  who  knows  precisely  what's 
right  and  wrong  for  everyone  else. 
"You  must  point  out  that  I'm  not  a 
super-German  giving  advice,"  he 
says.  "My  father  was  a  cowboy  in 
Texas  before  going  home  to  start  the 
business,  and  I  am  still  a  British  as 
well  as  a  German  citizen."  He  could 
have  added,  but  didn't,  that  he  was  a 
staunch  anti-Nazi  who  left  Germany 
and  served  in  the  French  Foreign  Le- 
gion during  World  War  II.  Having  es- 
tablished his  credentials  as  a  man  of 
the  world,  Rosenthal  addresses  him- 
self to  the  question:  "If  [U.S.]  auto 
companies  paid  less  wages  and  gave 
the  workers  part  of  the  ownership, 
what  a  way  that  would  be, "  he  says.  He 
puffs  on  a  Havana  cigar,  which  he 
claims  is  just  an  occasional  indul- 
gence, and  adds,  "American  industry 
should  realize  it  is  running  into  the 
difficulty  of  anonymity.  It  should  look 
for  a  solution." 

Autos,  of  course,  aren't  china,  and 
Rosenthal  is  only  a  $300  million-a- 
year  company  with  just  7,000  em- 
ployees. Americans,  moreover,  aren't 
Germans  and  U.S.  trade  unions  don't 
take  kindly  to  having  the  company 
get  between  them  and  the  workers — 
they  are  jealous  of  their  turf.  Ro- 
senthal concedes  all  this,  but  then  he 
asks  a  question  of  his  own.  He  asks  it, 
not  of  the  Forbes  reporter  but  of 
American  business  as  a  whole: 

"Are  you  then  going  to  throw  up 
your  hands  and  say  that  nothing  can 
be  done  to  improve  worker  attitudes 
and  worker  productivity?"  ■ 
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t  the  brainpower 
behind  its  firepower. 


That's  Singer  technology. 


A  specialist  in  naval  combat  systems  for  over  forty 
years,  Singer's  Librascope  Division  has  supplied  more 
underwater  fire  control  equipment  for  the  U.S.  Navy 
than  any  other  producer.  Librascope  is  currently 
producing  weapons  control  equipment  for  the  entire 
U.S.  submarine  fleet,  including  Trident.  Weapons 
controlled  include  torpedoes  such  as  the  MK  48,  and 
missiles  such  as  Harpoon  and  Tomahawk.  Librascope 
innovation  is  also  evident  in  acoustic  counter- 
measures  systems,  and  mobile  tactical  computer 
systems  for  the  field  Army.  Sophisticated  systems 


like  these  typify  Singer's  broad  involvement  in  the 
nation's  defense. 

Through  expanding  research  and  development  ir 
electronic-based  simulation,  guidance,  communic 
tions,  and  specialized  computer  systems,  Singer  is 
writing  a  new  chapter  in  its  corporate  history. 
Together  with  our  unique  consumer  durables 
capabilities  throughout  the  world,  this  technologi 
cal  base  positions  us  in  important  growth  markets 
today  and  tomorrow.  The  Singer  Company, 
8  Stamford  Forum,  CT  06904. 


Deregulation  lets  airlines  succeed  or  fail 
on  their  own.  Despite  Braniff  s  bankruptcy, 
the  Reagan  Administration  will  take  free- 
market  policy  one  step  further. 

The  Iron  Lady 
at  DOT 


Department  of  Transportation 's  Judith  Connor 

Braniff  may  be  gone,  but  she  isn't  about  to  change  the  rules. 


By  Howard  Banks 

Despite  Braniff  Airways'  fi- 
nancial collapse  and  the 
mounting  losses  of  other  carri- 
ers, the  Reagan  Administration  isn't 
about  to  retreat  to  a  policy  of  greater 
regulation  for  the  airline  industry. 
One  of  the  reasons  is  Judith  Connor,  a 
43-year-old  assistant  secretary  at  the 
Department  of  Transportation,  who 
has  the  role  of  creating  and  managing 
international  policy.  A  former  Pan 
American  director  of  international  af- 
fairs and  avowed  free-marketer,  Con- 
nor is  the  first  person  in  memory  to 
combine  her  job  with  hands-on  expe- 
rience in  the  industry.  "We  were  run- 
ning from  day  one,"  she  says. 

Since  she  took  office,  Connor's  pre- 
occupation has  been  avoiding  a  major 
carrier  bankruptcy  and — just  as  im- 
portant— making  sure  that  if  a  bank- 
ruptcy did  occur  it  wouldn't  sour  the 
public  on  the  benefits  of  deregulation. 
Connor's  boss,  Secretary  of  Transpor- 
tation Drew  Lewis,  keeps  out  of  inter- 
national aviation  matters  on  a  daily 
basis,  but  he  clearly  didn't  want  any 
mud  to  stick  to  the  Reagan  Adminis- 
tration in  general  and  DOT  in  particu- 
lar. That's  why  there  is  special  relief 
in  Washington  that  Braniff's  Chapter 
1 1  filing  has  been  seen  as  the  result  of 
earlier  management  mistakes  rather 
than  public  policy  blunders. 

Connor,  who  has  an  M.B.A.  in  mar- 
keting from  Columbia  University, 
doesn't  look  like  a  hard-liner,  but  she 
is.  She  wants  to  extend  the  notion 
that  airlines  are  normal  businesses 
and  that  their  managements  should 
be  allowed  to  run  them  as  they  please, 
even  when  this  means  going  broke.  "I 
do  not  disagree  with  the  Carter  policy 
of  deregulation,"  she  says,  referring  to 
the  last  Administration's  freeing  up  of 
routes  and  fares.  "It  has  now  come  to 
a  natural  conclusion." 

In  the  past  few  weeks,  Connor  has 
instigated  precedent-setting  steps  ex- 
tending deregulation  for  both  domes- 
tic and  international  routes.  The  Ad- 
ministration now  regards  internation- 
al route  rights  as  company  property 
that  can  be  leased  and  traded  just  like 
any  factory  or  machine.  In  addition, 
airlines  can  buy  and  sell  the  slots  they 
receive  from  air  traffic  control  to  fly  at 
particular  times  to  or  from  the  coun- 
try's 22  major  airports. 

The  route-swapping  policy  had  its 
genesis  in  a  deal  originally  cooked  up 
between  Braniff's  chairman,  Howard 
Putnam,  and  Pan  Am's  chairman,  Ed 
Acker.  Pan  Am  proposed  buying  Bran- 
iff's potentially  profitable  South 
American  routes  to  add  to  those  it 
already  operates  in  that  region.  Con- 
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nor  approved  the  proposal — but  more 
as  an  exercise  in  laissez-faire  than  an 
attempted  bailout.  "It  was  a  matter  of 
letting  two  carriers  help  themselves," 
she  says.  "One  had  some  cash  and 
spare  capacity,  the  other  had  routes 
and  needed  the  money."  In  a  surprise 
twist,  even  the  Department  of  Justice 
avoided  its  usual  knee-jerk  reaction 
and  did  not  object. 

The  Civil  Aeronautics  Board,  still 
largely  a  Carter  body,  worried  about 
Pan  Am's  getting  a  total  monopoly  to 
South  America  and  nixed  the  plan.  To 
preserve  at  least  the  impression  of 
competition,  the  CAB  played  midwife 
in  a  messy  series  of  moves.  Eventual- 
ly, it  approved  the  deal  made  between 
Braniff  and  Eastern  Air  Lines. 

Since  the  air  traffic  controllers' 
strike,  there  have  been  restrictions  on 
the  number  of  traffic  slots  (time-of- 
day  landing  rights  at  busy  airports). 


The  biggest  question  now 
concerns  fares.  Inevitably, 
they  will  be  going  up,  not 
least  because  the  airlines 
are  bleeding  to  death. 


The  Federal  Aviation  Administration, 
which  handles  traffic  control,  eased 
the  crisis  by  allowing  the  swap  of 
slots,  one-for-one.  In  May,  Connor 
pushed  the  FAA  to  allow  an  experi- 
ment whereby  companies  can  buy, 
sell  or  trade  slots  in  open  market. 

A  flourishing  business — complete 
with  brokers — quickly  developed. 
What's  more,  the  lack  of  any  backlash 
from  the  airlines  has  encouraged  Con- 
nor to  propose  that  this  freedom  to 
deal  in  what  once  had  been  valuable 
gifts  from  the  government  should  be 
made  a  permanent  right.  Still,  it  will 
be  easier  to  arrange  in  the  case  of 
domestic  routes  than  international 
ones,  where  other  governments  con- 
tinue to  get  involved. 

Connor  was  the  leading  U.S.  official 
in  negotiating  an  agreement  with  the 
Western  European  governments  about 
North  Atlantic  traffic.  Initialed  in 
May,  it  allows  carriers  greater  freedom 
to  set  and  vary  fares.  Connor's  objec- 
tive: to  reduce  the  number  of  cases 
where  civil  servants  get  involved. 

One  fly  in  the  ointment  is  the  price 
for  European  cooperation.  Connor  had 
to  concede  that  the  U.S.  will  once 
again  tolerate  the  airlines'  (including 
American  ones)  fixing  fares  within 
their  cartel,  the  International  Air 
Transport  Association.  The  deal, 
nonetheless,  was  tough  medicine  for 
some  governments.  France,  for  exam- 
ple, would  not  sign,  since  it  feared 
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losing  sovereignty  over  fares  from  its 
territory.  And  a  running  fight  over  air 
policy  with  the  Scandinavians  means 
that  they  are  not  included. 

Stretching  the  precedent  set  by  the 
Braniff-Eastern  route  sale  raises  many 
political  questions,  too.  So  far,  the 
Latin  American  countries  involved 
have  not  objected  to  having  a  different 
U.S.  carrier  flying  to  their  countries. 
But  don't  be  surprised  if  they  soon 
want  something  in  return.  If  such 
sales  or  swaps  are  to  become  standard 
practice,  better  procedures  are  needed 
than  the  arbitrary  way  the  CAB  dealt 
with  Braniff,  Eastern  and  Pan  Am. 

There  are  questions,  too,  about 
Eastern's  ability  to  cope  in  South 
America.  Braniff,  by  pushing  and  gen- 
erous glad-handing,  had  become  a 
dominant  carrier.  One  leading  Ameri- 
can aviation  official  privately  won- 
ders if  Eastern  knows  how  to  play  the 
Braniff  game  well  enough  to  keep 
market  share  for  the  U.S.  After  all,  the 
air  lanes  in  South  America  are  perhaps 
the  least  competitive  in  the  world, 
with  strict  control  over  who  flies 
where  and  with  how  much  capacity. 
For  Connor,  though,  that's  just  part  of 
the  challenge.  "Managements  should 
not  try  if  they  are  not  going  to  be  able 
to  make  it,"  she  maintains.  "It  should 
be  up  to  Frank  Borman  to  decide,  not 
some  GS-13  in  Washington." 

The  biggest  question  now  hanging 
over  these  latest  deregulation  efforts, 
however,  concerns  fares.  Inevitably 
they  will  be  going  up,  not  least  be- 
cause the  airlines  are  bleeding  to 
death.  Sir  Freddie  Laker's  collapse,  for 
example,  and  the  deal  just  initialed 
with  European  governments  will 
mean  that  North  Atlantic  fares  will 
now  go  up  faster  than  they  otherwise 
might  have.  Connor  still  hopes  that 
there  will  be  some  use  of  the  agree- 
ment's downside  flexibility,  but  few 
others  have  any  doubt  that  the  base 
level  the  deal  establishes  will  rapidly 
become  the  floor.  That  will  help  Pan 
Am,  TWA,  British  Airways  and  all  the 
other  European  carriers. 

The  same  thing  is  now  happening 
with  Braniff's  system.  The  wolves 
have  already  gathered  to  pick  over  its 
best  routes,  but  all  the  airlines  will 
soon  drop  the  very  low  fares  offered  by 
Braniff.  It  was  desperate  for  cash  flow 
even  at  loss-making  fares.  That's  why 
Wall  Street's  instinctive  reaction  to 
Braniff's  failure — marking  up  the 
shares  of  rivals  American  Airlines, 
Delta  and  the  rest — was  correct.  Now 
it  is  up  to  the  men  who  run  those 
carriers  to  make  the  most  of  a  new 
situation.  As  long  as  fudith  Connor  is 
around  there  won't  be  many  helping 
hands  from  Washington.  ■ 


The  last  roundup 


On  Wednesday,  May  12,  Braniff 
Airways,  Inc.  ordered  most  of 
its  aircraft  to  "be  flown  back  to 
headquarters  at  Dallas-Ft.  Worth 
Regional  Airport.  The  airline  had 
run  out  of  cash  and  could  not  meet 
its  $25  million  monthly  payroll. 
The  checks  were  already  in  the 
mail,  and  executives  feared  the 
worst  if  news  of  the  carrier's  finan- 
cial bind  leaked  out.  Lenders,  with 
claims  of  over  $700  million  against 
Braniff  (including  over  $80  million 
to  Boeing),  could  have  seized  its 
airliners,  the  company's  only  sal- 
able asset. 

The  troubled  carrier's  traffic  had 
nose-dived  while  advance  reserva- 
tions and  payments  from  travel 
agents  had  fallen  by  50%.  Some 
Braniff  executives  allege  that  dirty 
tricks  played  a  part — including  ru- 
mors that  the  airline  had  gone 
bust,  driving  away  possible  cus- 
tomers. There  is  already  one  case 
before  a  grand  jury  alleging  that 
rival  American  Airlines  earlier 
saved  up  Braniff's  bills  and  then 
slapped  in  a  total  of  $7  million  of 
them  on  one  day. 

There  were  two  lawsuits  hang- 
ing over  Braniff,  too.  One,  from  Pan 
American,  for  $7  million,  involves 
the  route  transfer  that  eventually 
went  Eastern's  way.  The  other  is 
from  Braniff's  pilots,  who  claim 
they  have  a  contractual  right  to  fly 
the  South  American  routes  leased 
to  Eastern.  They  had  been  hinting 
that  they  might  strike  if  they  did 
not  win  their  claim  in  court. 

Braniff's  bankruptcy  was  not 
caused  by  deregulation,  but  the 


government's  free-market  aviation 
policy  made  it  possible.  The  air- 
line's former  chairman,  Harding 
Lawrence,  used  deregulation's  free- 
doms wildly  to  add  routes.  "He 
adopted  a  high-risk  policy,"  says 
Elizabeth  Bailey,  vice  chairman  of 
the  CAB.  "He  expanded  into  the 
Pacific  and  across  the  North  Atlan- 
tic at  the  same  time  as  he  made  a 
massive  overexpansion  in  the 
U.S.A.  Inevitably  that  led  to  a  high 
level  of  borrowing  at  a  time  of  high 
interest  rates.  It  is  very  sad,  but  it's 
inevitable  that  there  will  be  bank- 
ruptcies in  industries  where  there 
is  a  free  enterprise  system." 

The  airlines,  of  course,  are  high- 
ly visible — and  this  is  the  first 
bankruptcy  of  a  major  carrier.  In 
the  past  the  industry  was  carefully 
nurtured  by  government,  and  com- 
panies were  regulated  as  public 
utilities.  Still,  in  the  aftermath  of 
Braniff's  collapse  there  has  been  no 
squealing  from  competitors  calling 
for  any  change  in  policy.  Mostly 
they  were  concerned  about  grab- 
bing Braniff's  airport  slots  where 
they  could.  Some  even  telephoned 
the  Department  of  Transportation 
in  the  middle  of  the  night.  "For  the 
first  time,"  says  Judith  Connor, 
"the  airlines  are  beginning  to  un- 
derstand deregulation." 

There  were  tears  at  the  end,  but 
no  protests,  from  Chairman  How- 
ard Putnam.  He  still  hopes  to  re- 
create something  out  of  the  re- 
mains of  Braniff,  but  it  would  be  a 
much  smaller  airline,  perhaps  with 
ten  aircraft.  The  Braniff  name  will, 
he  has  admitted,  die. — H.B. 


A  Braniff  DCS  decorated  by  Alexander  Calder 

The  first  casualty  in  a  business  colored  by  deregulation. 
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ATool  For  Growth  In  The  '80s 


i "Franchising. . . "  In  the  minds  of  some,  the  word 
| ill  conjures  images  of  budding  entrepreneurs  start- 
jig  a  small  business  out  in  the  family  garage  and  par- 
rying it  into  a  fortune.  While  this  may  not  be  entirely 
jdde  of  the  mark,  the  reality  today  includes  much 
Snore. 

j  For  one  thing,  no  less  than  32  percent  of  all  retail 
lies  in  the  United  States  in  1981  were  made  through 
ranchised  businesses,  according  to  a  recent  Depart- 
ment of  Commerce  report.  And  the  impact  of  fran- 
jhising  is  growing.  In  1981,  retail  sales  of  all  firms 
Issociated  with  the  franchise  system— franchisee- 
Hwned  and  company-owned— reached  an  estimated 
1333  billion,  a  13  percent  increase  over  1980. 
|  Franchising  continues  to  represent  an  accessible 
beans  for  individual  men  and  women  with  limited 
japital  to  satisfy  their  entreprenurial  instincts  with 
pasonable  risk  and  expectation  of  success.  However, 
he  profile  of  the  franchisor— the  one  granting  the 
■anchise — has  widened  to  include  not  only  indi- 
viduals, but  enterprises  running  the  gamut  from 
jiid-sized  companies  to  major  corporations.  Increas- 
ligly,  people  in  business  are  finding  franchising  a 
japid  and  effective  avenue  toward  expansion  and/or 
iiversification. 

The  pervasiveness  of  franchising  in  our  society  is 
mdeniable,  and  the  list  of  products  and  services  fran- 
hised  has  expanded  to  include  almost  everything 
naginable.  Today,  consumers  turn  to  franchised 
ompanies  to  buy,  rent  or  repair  a  car,  stay  in  a  hotel, 
>repare  their  taxes,  send  flowers  to  a  friend,  get 
lothing  dry-cleaned,  buy  a  home,  get  their  hair  cut, 
line,  find  a  job,  lose  weight,  or  purchase  hundreds  of 
kher  products  and  business  and  personal  services. 

The  types  of  business  arrangements  labeled  fran- 
hises  also  vary  widely,  ranging  from  "comprehen- 
ive"— or  "entire  business  format"— franchising,  such 
is  hotels,  fast-food  restaurants  and  car  rentals,  to 
mere  licenses  granting  a  dealer  the  right  to  distribute 
ji  licensor's  products,  such  as  gasoline,  automobiles 


or  tires.  Whatever  the  arrangement,  franchising  per- 
mits the  parent  company  to  sell  its  products  or  ser- 
vices through  a  network  of  outlets  owned  by  small 
business  operators.  The  franchisee  usually  pays  an 
initial  fee  and  later  continuing  royalties,  typically  of 
from  3  to  12  percent  of  gross  sales,  in  return  for  using 
the  franchisor's  trademark  and  availing  himself  of  his 
expertise. 

Franchising  has  continued  to  evolve  as  a  significant 
American  commercial  structure,  but  today  it  has  also 
won  acceptance  as  a  sophisticated  instrument  for 
strategic  growth,  one  that  is  playing  an  increasingly 
important  role  in  the  business  decisions  and  long- 
range  plans  of  U.S.  companies  in  more  than  forty 
industries. 

However,  the  basic  concept  of  franchising— the 
granting  of  an  exclusive  privilege  or  right— has  been 
around  for  centuries. 

THE  BEGINNINGS 
OF  FRANCHISING 

Though  considered  the  quintessential  capitalist  tool, 
franchising  may  be  said  to  trace  its  beginnings  to  11th- 
century  European  feudalism.  Under  this  system,  vir- 
tually all  land  was  the  property  of  the  king,  who 
granted  feudal  lords  the  exclusive  right  to  manage 
tracts  of  his  domain.  The  concept  surfaced  again 
in  the  monarchical  government  of  15th-century 
England,  when  craftsmen  were  issued  grants  to  pro- 
duce goods  under  license  to  the  king.  Having  met 
certain  established  standards,  these  craftsmen  were 
allowed  to  sell,  for  example,  chocolates  bearing  the 
king's  name. 

Modern  franchising,  however,  had  its  beginnings 
during  the  early  18th  century,  when  German  brewers 
licensed  beer  halls  for  distribution  purposes.  These 
first  commercial  franchisees  were  allowed  to  sell  only 
beer  supplied  by  the  brewer/francTiisor  or  brewed 
according  to  his  exact  standards. 


But  the  widespread  use  of  fran- 
chising as  a  form  of  free  enterprise  was 
actually  the  product  of  American 
commercial  genius.  In  the  independ- 
ent, enterprising  spirit  of  America 
in  its  early  years  as  a  nation,  franchis- 
ing found  fertile  ground  in  which  to 
develop  and  to  expand.  The  American 
Industrial  Revolution  in  the  mid-1800s 
led  to  the  widespread  expansion  of  the 
concept  of  standardization.  Assembly- 
line,  mass  production  of  goods  became 
the  norm. 

The  next  logical  step  was  to  develop 
an  equally  efficient  method  for  distri- 
buting these  manufactured  products. 
The  Singer  Company  in  the  mid-1860s 
and  later  Coca-Cola  at  the  turn  of  the 
century  were  among  the  first  U.S. 
companies  to  apply  the  franchising 
concept  to  the  distribution  process. 
The  automobile  industry  soon  fol- 
lowed suit. 

It  was  not  until  after  World  War  II, 
however,  that  franchising  became  a 
commonly-used  method  of  broaden- 
ing the  geographic  base  of  a  business. 
This  was  a  period  of  ready  money  and 
new  ideas.  What  was  needed  to  spark 
the  economic  surge  of  the  post-war 
period  was  a  means  for  expanding  a 
business  quickly  enough  to  keep  pace 
with  the  available  capital  and  ideas. 
Franchising  proved  the  ideal  growth 
vehicle  in  such  an  environment. 

People  with  multi-million-dollar 
ideas— people  like  Ray  Kroc  of 
McDonald's,  Henry  and  Richard  Bloch 
of  H  &  R  Block,  Kemmons  Wilson  of 
Holiday  Inns— recognized  in  the 
increasingly  affluent,  mobile,  acquisi- 
tion-oriented population  the  opportu- 
nity and  promise  of  the  times.  Fran- 
chising was  the  ticket  for  transforming 
men  with  ideas  into  industry  giants. 

These  franchising  entrepreneurs 
found  ready  acceptance  for  their  prop- 
3sitions.  Tired  of  taking  orders  and 
with  mustering-out  pay  in  their  pock- 
ets, GI's  were  returning  to  the  U.S. 
after  the  war  eager  to  start  their  own 
businesses.  For  the  first  time  in  U.S. 
nistory  many  Americans,  in  fact  a  sig- 
nificant percentage  of  the  population, 
lad  both  the  capital  and  the  inclination 


to  become  their  own  bosses. 
For  many,  purchasing  a  franchise 
was  the  fulfillment  of  their  new-found 
ambition. 

The  1960s  saw  the  meteoric  expan- 
sion of  franchises  in  numerous  indus- 
tries. For  some,  the  growth  was  too 
rapid,  with  management  proceeding 
without  proper  planning,  research 
and  funding.  The  franchising  concept 
suffered  a  setback  in  the  late  '60s  and 
early  '70s  when  hundreds  of  compan- 
ies went  bankrupt  because  of  under- 
capitalization, dishonest  management 
practices,  or  untested  products 
and  services. 

This  shakeout  brought  about  in  the 
'70s  a  focus  on  self-regulation  among 
franchisors.  It  also  induced  a  spate  of 
state  and  federal  laws  and  regulations 
and  a  heightened  awareness  of  fran- 
chising, and  particularly  franchisor/ 
franchisee  relations,  on  the  part  of  the 
government.  The  FTC  now  requires 
franchisors  to  provide  prospective 
investors  with  a  disclosure  booklet 
either  at  the  first  personal  meeting  or 
ten  business  days  before  agreements 
are  signed;  or  before  any  payment  is 
made,  whichever  occurs  first.  The 
franchisee  must  be  apprised  of  such 
matters  as  the  franchisor's  financial 
condition  and  the  experience  of  its 
officers  and  directors. 

Despite  the  considerable  economic 
uncertainties  of  the  past  decade,  fran- 
chising continued  to  prosper  as  busi- 
nesses, convinced  of  the  concept's 
soundness,  used  the  approach  to 
satisfy  and  capitalize  on  the  more 
sophisticated  and  discerning  tastes, 
and  more  demanding  expectations, 
of  consumers. 

FRANCHISING  TODAY 

The  healthy  gains  shown  by  many 
publicly  held  franchising  companies 
during  the  past  few  years,  including 
Holiday  Inns,  Inc.,  which  posted  rec- 
ord earnings  in  1981,  have  led  numer- 
ous companies  to  view  franchising  as 
a  profitable  way  to  grow  and  expand 
in  the  '80s. 

While  the  higher  cost  of  capital  and 


increased  energy  costs  of  this  decac 
have  adversely  affected  some  fran 
chised  businesses,  the  overall  outlc 
is  favorable.  In  fact,  the  current  reci 
sion  has  led  some  major  companies 
enter  the  field  as  a  means  to  grow  a 
diversify  while  interest  rates  are  hig 
and  capital  scarce. 

Among  the  U.S.  companies  that 
have  bought  their  way  into  fran- 
chising as  a  means  of  diversificatior 
PepsiCo,  which  acquired  Pizza  Hut 
and  Taco  Bell,  Norton  Simon,  Inc., 
which  bought  Avis,  Inc.,  and  more 
recently  Trans  World  Corporation, 
which  acquired  the  Century  21  Rea 
Estate  Corporation. 

American  franchise  companies  c« 
currently  have  extended  their  reach 
through  international  markets,  whe 
satellite  communications,  improvec 
transportation  and  higher  standard 
of  living  have  created  a  demand 
for  American  products.  The  Golden 
Arches  in  Hong  Kong,  TeleCheck  se 
vices  in  New  Zealand  and  the  Holic 
Inn  Great  Sign  in  Paris  symbolize  th 
movement  into  international  market 
A  total  of  279  U.S.  business-format 
franchising  companies  operated 
20,428  outlets  in  foreign  countries  in 
1980,  compared  to  156  companies  wi; 
3,365  outlets  in  1971.  This  represents 
600  percent  increase  over  the  10-yea 
period. 

Although  fast-food  restaurants 
continue  to  be  the  most  popular  anc 
visible  sector  of  franchising,  real  esta 
is  the  fastest-growing  area  in  sales 
and  units.  Between  1975  and  1980, 
franchised  real  estate  units  increased 
from  3,808  establishments  with  gros 
commissions  of  $237  million  to  almo: 
34,000  offices  with  $6  billion  in  gross 
commissions. 

Currently,  an  average  of  100  com 
panies  a  year  set  up  franchising 
systems,  of  which  75  percent  are  esta 
lished  firms  going  into  franchising  fo 
the  first  time.  First  Interstate  Bancor 
poration  of  Los  Angeles,  for  examp 
announced  in  March  plans  to  establi 
the  first  nationwide  banking  system 
franchising  its  name,  expertise,  anc 
technology. 


The  Ramada  Franchise* 


"The  best  thing 
about  Ramada  is 
the  people  I  deal 
with  and  the 
support  they  have 
given  me  through 
the  years.  This  is 
very  important  to 
an  independent 
businessman,  and 
for  us,  the  results 
have  been  excel- 
lent Iconsider 
the  Ramada 
franchise  to  be 
very  desirable." 

—Martin  H.  DeHaan,  Owner 
Creative  Inns,  Norfolk,  VA 


Martin  DeHaan  first 
became  involved  with 
Ramada  Inn  in  1971 
with  the  purchase  of  his 
first  franchise.  Today  he 
holds  six  licenses  and  he 
looks  forward  to  a  very 
bright  future.  So  do  we. 

We're  out  to  make  one  of 
the  best  franchises  in  the 
hospitality  business  even 
better. 

Right  now  Ramada 
people  are  implement- 
ing a  strategic  plan 
that  includes  a 
multi- million 
dollar  refurbishing 
program  to  continue 
building  our  quality  image. 
And,  along  with  that  refur- 
bishing, we've  further 
strengthened  our  already 
tough  quality -assurance 
standards.  The  results:  a 
strengthened  commitment 


operated  international  reser- 
vations system.  Our  people 
back  you  with  total  mar- 
keting support.  And  we  offer 
you  training  and  manage- 
ment support  programs  that 
are  second  to  none. 

If  this  sounds  like 
the  franchise 
opportunity 
you've  been 
looking  for, 
write  or  call 
today  for  our 
free  brochure, 
"Ramada  Inn 
Franchise 
Opportunities!' 
You'll  see  at  a 
glance  why 
Martin  thinks 
a  Ramada 
franchise  is 
very  desirable. 

To  join  one  of 
e  world's  largest 
hotel  chains,  call 
or  write  System 
Development 
Division,  Ramada 
Inns,  Inc.,  P.O.  Box  590, 
Dept.  F-5,  Phoenix,  AZ 
85001  (602)  273-4311. 


to  excellence 

And  there's  more,  much 
more.  We  provide  franchise 
holders  with  a  Ramada- 


Other  fields  new  to  the  franchise 
industry  include  professional  services, 
such  as  dental  and  optometry  clinics, 
and  home-repair  and  remodeling 
services.  The  service  sector,  in  fact,  is 
currently  experiencing  the  greatest 
growth  in  the  franchise  industry.  Ser- 
vice-oriented franchises  have  grown 
78  percent  over  the  past  three  years. 

FRANCHISING  BENEFITS 

A  carefully  assembled  franchise 
arrangement  offers  both  the  franchisee 
and  franchisor  the  potential  for  multi- 
ple mutual  benefits— the  basis  for  the 
success  of  franchising  throughout  its 
history. 

Among  the  advantages  to  the 
franchisee: 

•  Perhaps  the  greatest  benefit  franchi- 


sees receive  is  immediate  brand  recog- 
nition. The  identity  that  comes  from 
their  affiliation  with  an  established 
product  name  or  service  gives  franchi- 
sees an  immediate  edge  over  the  com- 
petition. 

•  Association  with  an  established 
name  also  facilitates  obtaining  financ- 
ing. Most  franchisors  assist  franchisees 
in  finding  credit  sources;  some  extend 
credit  themselves. 

•  Tapping  the  expertise  of  the  franchi- 
sor helps  minimize  risk.  In  addition, 
key  functions  such  as  national  adver- 
tising, research,  marketing,  training, 
large-scale  purchasing  and  technologi- 
cal innovation  are  far  more  effective, 
extensive,  and  affordable  than  they 
would  be  if  the  franchisee  were  acting 
independently. 


A  FRANCHISE 
WITHOUT  AN  UP-FRONT 

We  have  to  do  all  we  can  to  insure  your  success  as  a 
franchisee.  Why? 

Not  only  does  business  integrity  demand  it,  but  as  a 

practical  matter,  we  make  no  money  unless  you  do. 

You  see,  we  charge  no  tip-front  lump-sum  franchise  fee. 

You  open  one  of  our  temporary  help  offices  without  giving 

us  one  penny. 

While  there  is  a  moderate  investment  required,  this  investment 
stays  in  your  bank  account  to  pay  rent,  local  advertising  and 
salaries.  We  provide  both  classroom  and  field  training,  billing 
and  collection,  and  a  strong  national  advertising  program. 
Our  business  is  one  of  the  fastest  growing  in  the  U.S.  We  are 
Norrell  Corporation,  a  nationwide  temporary  help  service 
with  over  150  offices. 


Norrell 


CORPORATION 


If  you  would  like  to  know  more  about  owning  a 
Norrell  temporary  help  franchise  in  your  community, 
write  CD  Miller,  Vice  President.  3092  Piedmont 
Road,  N  E.,  Atlanta  30305  or  phone 
(404)  262-2100 


•  As  part  of  a  network  of  similar  01 
lets,  a  franchisee!  business  benefits 
from  referrals  by  other  franchisees 
the  franchisor. 

Among  the  advantages  to  the 
franchisor: 

•  When  a  company  decides  to  fran 
chise,  it  automatically  reduces  the 
of  growth  and  expansion.  With  rek- 
tively  little  capital  outlay  a  franchis 
can  establish  or  expand  a  chain  of  c 
lets  to  market  its  product  or  service 

•  The  concept  allows  the  franchisoi 
achieve  maximum  market  penetrat 
in  areas  that  are  widely  dispersed  g 
graphically— a  feat  financially  and 
logistically  difficult  for  a  single  com 
pany. 

•  Through  licensing,  the  franchisor 
can  expand  at  a  faster  pace  than  he 
could  acting  alone.  Franchisees,  as 
small  business  operators,  can  usual 
move  more  quickly  to  get  a  new  bu: 
ness  into  operation  than  can  a  more 
unwieldly  large  corporation. 

•  Franchisors  can  generally  benefit 
from  franchisees'  in-depth,  first-ha 
knowledge  of  local  market  potentia 
and  problems.  This  is  particularly  ti 
for  small  communities  and  foreign 
markets. 

Because  it  is  shared,  the  financial  ar 
operational  risk  is  reduced  for  both 
franchisor  and  franchisee.  Both  part 
also  benefit  from  marketing  and  ope 
rational  efficiencies  that  result  from 
economies  of  scale,  and  from  the  co 
sistency  of  product  quality  and  sub- 
sequent customer  satisfaction  that 
comes  from  standardization. 

Current  profiles  of  both  franchise 
and  franchisors,  in  fact,  reflect  incre. 
ing  emphasis  on  business  approach 
that  are  not  only  more  sophisticatec 
and  comprehensive,  but  far  more 
standard-conscious.  Because  of  the 
increasing  desire  for  quality  control 
today's  franchisor,  he  generally  ma  c 
requirements  for  obtaining  a  license 
producing  a  product,  or  delivering  a 
service  far  more  strict  than  in  the  pas 
On  the  other  hand,  the  increasing  le 
of  expectations  on  the  part  of  today 
franchisee  encourages  the  franchisoi 
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There's  only  one  reason  to  invest 
your  money  and  that's  to  make  a  profit. 
Today  thanks  to  the  advantages  of  lever- 
age and  the  change  in  tax  laws,  real  estate 
investments  offer  greater  profit  potential 
than  ever  before. 

And  when  it  comes  to  making  a  real 
estate  investment,  nothing  is  more  valu- 
able than  firsthand  knowledge  of  the 
market.  That's  where  the  CENTURY  21® 
system  comes  in. 

We  participated  in  real  estate  trans- 
actions totaling  almost  $24  billion  last 
year,  so  we  know  the  market.  With  thou- 
sands of  offices  throughout  the  USA  and 


Canada,  we  know  where  the  best  buys  are. 
Ask  your  neighborhood  CENTURY  21  office 
to  help  you  find  the  investment 
property  that's  right  for  you. 

For  more  information,  mail  in  this 
coupon  for  a  free  copy  of  our  brochure, 
'Real  Estate,  the  Better  Investment." 


Please  send  me  your  free  Investment  Brochure. 
NAME  


ADDRESS 


CITY. 


_STATE 


.ZIP. 


TELEPHONE  (_ 


-)- 


AMERICA'S  NUMBER  1 
TOP  SELLER,  CENTURY  21. ™ 


Mail  to:  CENTURY  21®  Investment  Offer 

P.O.  Box  21688,  St.  Louis,  MO  63109 
Offer  good  while  supplies  last. 


ENTURY  21  The  bi£  name  in  small  real  estate  investments. 

i  i 


©  1982  Century  21  Real  Estate  Corporation  as  trustee  for  the  NAF.  ®  and  TM  — trademarks  of  Century  21  Real  Estate  Corporation. 
Printed  in  U.S.A.  EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED.  Equal  Housing  Opportunity.  Q 


At  the  right  j 
is  a  list  of  all 
the  hotel  chains 
who  give  you  a 

"NoExcuses" 
Room  Guarantee. 

Holiday  Inn  hotels  have  a  "No  Excuses"  Room  Guarantee. 
Everything  in  your  room  will  be  right. 
Or  well  make  it  right  (no  excuses). 
Or  you  stay  free  that  night. 

You'll  find  this  written  guarantee  in  every  Holiday  Inn 
room  every  night. 

If  something  goes  wrong  at  a 
hotel  where  you're  staying  you 
deserve  more  than  just  an  excuse. 

So  let  us  take  care  of  you. 

We  give  you  a  guarantee  .  .  . 

not  excuses. 


4. 


6. 

7. 
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AN  UNQUALIFIED 
OPPORTUNITY 


FOR  A  QUALIFIED  FEW 

Playboy  Clubs  International,  an  institution  in  the  international 
hospitality  industry  for  more  than  two  decades,  is  now  offering 
a  limited  number  of  Playboy  Club  franchise  ownership  oppor- 
tunities. Working  with  our  team  of  seasoned  professionals, 
Playboy  will  create  a  facilities  proposal  that  is  suited  to  the 
market  you  wish  to  develop. 

Interested  hospitality  industry  principals  with  a  proven  track 
record  and  ability  to  capitalize  a  project  in  the  high  six  figures 
are  invited  to  contact: 

Mr.  Ronald  E.  McCauley 
Director  of  Club  Marketing  &  Development 
Playboy  Clubs  International,  Inc. 
919  North  Michigan  Avenue 
Chicago,  Illinois  60611 


Two  Exciting  Ways  To 
Own  A  Burger  King® 
Franchise. 


Burger  King  Corporation,  the  second  largest 
restaurant  chain  in  the  world  is  expanding  its 
operations.  This  means  a  great  opportunity  to 
own  a  Burger  King  franchise. 


You  can  become  a  franchisee  and 
lease  the  land  and  building  from 
Burger  King,  if  you  have  a  net  worth 
of  $155,000  of  which  $130,000  must 
be  in  liquid  assets.  Or,  you  can  own 
the  franchise,  and  with  Burger  King 
real  estate  acquisition  expertise,  the 
land  and  the  building.  For  this  you 


must  have  $250,000  net  worth  of 
which  $225,000  must  be  liquid. 

If  you  have  the  skills  and  the  capital 
and  are  willing  to  devote  yourself  full 
time  to  your  business,  complete  the 
coupon  below  and  mail  to: 


Timothy  E.  Johnson 

National  Franchise  Development  Manager 
BURGER  KING  CORPORATION 

P.  O.  Box  520783 
General  Mail  Facility 
Miami,  FL  33152 


BURGER 

KING 


Name 


Address. 


City  

Telephone  Number 


.State. 


FM  682 


Burger  King-Reg.  U.S.  Pat.  &  TM.  Off.®  1980  Burger  King  Corporation 
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to  help  him  to  obtain  financing  and  I 
provide  him  with  more  comprehens 
marketing  and  operational  support 
than  in  the  past. 

The  ranks  of  today's  franchisees  z 
no  longer  the  exclusive  domain  of  th 
individual  business  person  and  sing 
unit  owner,  though  this  type  of  own 
ship  still  constitutes  the  backbone  of 
franchising.  With  the  rise  of  the  mul 
unit  franchise,  many  franchise  holde 
have  become  relatively  large  compai 
ies  themselves.  For  example,  severa 
Holiday  Inn  franchisees  are  major 
public  companies. 

Franchisors  generally  welcome  th 
trend  because  of  the  greater  profes- 
sionalism and  business  experience  o 
those  with  a  considerably  larger  stak 
in  the  business.  Though  these  franc 
sees  often  demand  greater  informatiP|0PR 
and  support  from  the  franchisor,  the  ! unto 
in  turn  bring  an  added  measure  of 
financial  muscle,  business  expertise, 
and  marketing  clout  to  the  venture, 
thus  further  insuring  the  success  of 
both  parties. 


FRANCHISING 
TOMORROW 


Current  trends  in  the  franchise  indus 
try  suggest  the  shape  of  things  to 

come. 

The  prospects  for  growth  in  the  fa 
food  industry  remain  strong,  accord 
ing  to  Jeffrey  Seeberger,  Vice  Presi 
dent,  Franchising,  for  Burger  King,  t 
second  largest  fast  food  hamburger 
chain.  He  ticks  off  some  impressive 
statistics:  one  food  dollar  out  of  even 
three  is  spent  eating  outside  the  horn 
food  service  currently  ranks  as  the 
nation's  third  largest  industry,  its  lar 
est  single  employer;  more  than  $24 
billion  spent  in  fast  food  restaurants 
1980,  with  half  that  total  going  to  fast 
food  hamburger  restaurants,  and  thi 
amount  is  expected  to  reach  $42  billic 
in  1985,  an  average  increase  of  almosWpit 
$4  billion  yearly. 

"This  growth  offers  tremendous 
opportunities  for  businessmen  inter 
ested  in  entering  the  fast  food  indus 
try"  says  Seeberger.  "We  open  250  to  1 
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10  new  restaurants  annually,  and 
en$>out  one- third  of  these  are  owned 
id  operated  by  franchisees  new  to 
e  Burger  King  system." 
Burger  King  has  more  than  3,200 
jiits  in  operation.  Its  sales  in  fiscal 
81  exceeded  $2  billion.  Average  unit 
tiles  topped  $725,000.00. 
■oil  The  service  industry  is  expected  to 
mtinue  to  be  the  frontier  for  franchis- 
g.  More  and  more  professional  ser- 
ces— medicine  and  law  among  them 
are  following  the  lead  of  dentistry 
id  optometry,  by  opening  and  adver- 
ting high- volume,  low-cost  clinics. 
Franchised  business  services  also 
omise  to  continue  in  the  vanguard, 
ccounting,  real  estate  sales,  and  tax 
•eparation  services  are  already  highly 
sible,  and  companies  are  venturing 
to  property  management,  executive 
cruiting,  and  business  and  financial 
nsulting.  Headquarters  Companies, 
c.  of  San  Francisco  offers  office- 
ipport  franchises,  and  expects  to 
ave  a  national  network  of  more  than 
:ty  "business  centers"  by  year's  end. 
iese  centers  offer  user  companies  the 
aerating  capabilities  of  a  major  corpo- 
tion,  providing  not  only  office  space 
it  a  range  of  services  from  secretaries 
nd  word  processors  to  electronic 
ail,  audio- video  conference  facilities, 
ilid  legal  data  bases, 
i  These  types  of  services  lend  them- 
it'lves  most  readily  to  the  business-for- 
jhat  approach  to  franchising.  Though 
le  "traditional"  franchise  arrange- 
ments, consisting  mainly  of  trade 
jiame  use  and  product  distribution 
iJ'reements,  accounted  for  75  percent 
lr  total  franchise  sales  in  1981,  entire- 
(lasiness-format  franchise  sales  gained 
It  pidly  totalling  $90  billion  last  year, 
tip  14  percent  over  1980  totals  of  $79 
lillion. 

I  On  the  product  side,  new  franchised 
ijisinesses  will  be  closely  tied  to 
1  varices  in  technology  and  product 
\  gmentation  within  existing  industries, 
he  current  revolution  in  personal 
ipme  computers  and  information  sys- 
Ims,  for  example,  has  given  rise  to 
ich  new  franchised  retail  outlet  sys- 
ms  as  Computerland  Corporation  of 


John  N.  Galardi 
founder  and  president 
of  the  largest  privately  owned 
franchise  restaurant  chain  in  the  world, 
Wienerschnitzel, 
is  pleased  to  announce 
a  new  investment  opportunity, 
Photoworks, 
a  nationwide  franchise  of  privately  owned 
one  hour  photo  processing  centers. 
With  processing 
equipment  manufactured  and 
computer  controlled  for  quality  by  Kodak, 
Photoworks 
could  be  an  attractive 
addition  to  your  investment  portfolio. 
Serious  investment  inquiries  encouraged. 

R.S.V.P 
Daniel  J.  Ryan 
Director  of  Franchise  Sales 
(714)  851  0800 


A  way  out  for  the  executive 
caught  in  the  middle. 

If  you  have  both  ability  and  ambition,  you're  anxious  to  make  it  on  your  own.  You're 
ready  to  run  your  own  business  and  control  your  own  destiny. 

And  if  you're  like  the  nearly  1,000  others  who  have  already  found  what  they 
want,  your  future  could  hold  a  challenging  new  career  as  a  GBS  counselor  to  small 
business.  With  GBS  training  and  support,  your  business  is  helping  other  people  run 
theirs.  You're  a  respected  professional  supplying  them  with  the  information,  advice, 
and  systems  they  need  to  grow  and  prosper. 

We  Train  You  for  Success 

In  addition  to  the  rights  to  the  GBS  name  and  systems,  a  GBS  franchise  includes 
full  training  and  continuing  backup.  You  get  14  days  of  intensive  indoctrination  at 
GBS  headquarters,  5  more  in  the  field,  continuing  special  training  throughout  your 
career.  You  learn  not  only  how  to  serve  your  clients,  but  how  to  start  and  operate  your 
own  business. 

A  $18,500  Investment  in  Yourself  ,  .  , 

As  franchise  fees  go,  the  GBS  fee  is 


relatively  modest.  And  it  includes  all  your 
training,  basic  supplies,  and  continuing 
backup  from  the  largest  organization  in 
the  world  devoted  exclusively  to  serving 
the  needs  of  small  business.  There's  no 
need  to  invest  in  real  estate  or  expensive 
equipment. 

Send  for  Our  Free  Brochure 
To  help  you  evaluate  our  program, 
we've  prepared  a  detailed  brochure.  It  tells 
all  about  our  franchise  plan  and  your 
future.  It's  yours  for  the  asking.  Just  mail 
the  coupon.  Or  for  immediate  response, 
call  toll-free  (800)  424-2733,  ext.  501  and 
ask  for  brochure  F-W-06.  And  see  how 
you  can  move  to  the  top. 


•     q  A°  •    E.G.  Broenniman,  V.P 
:  GBS  :  General  Business 
Services,  Inc. 

Dept.  F-W-06 
The  GBS  Building 
51  Monroe  Street 
Rockville,  Md.  20850 

Tell  me  more  about  a  new  career  as  a 
GBS  Business  Counselor.  Send  me  your 
free  brochure  without  obligation. 

Name  


Street . 


City/State/Zip. 


Phone! 


Haywood,  Calif.,  which  markets  com- 
plete home  computer  packages  at 
some  260  units  worldwide,  and  has 
prompted  existing  consumer  elec- 


tronics companies  such  as  Radio  Shack 
to  expand  into  sales  of  both  computer 
equipment  and  software. 

As  ever-tougher  competition 


prompts  major  corporations  to  seg 
ment  their  markets  to  increase  shar 
the  resulting  new  or  modified  prod 
ucts— and  the  need  to  develop  and 
distribute  them  rapidly— will  prese 
new  opportunties  for  franchising. 
Future  franchise  growth  can  also  be 
expected  through  accelerated  devel 
ment  in  foreign  markets,  provided 
demand  for  U.S.  goods  and  service 
other  countries  continues  to  escalat 

Approximately  400  new  franchis 
are  expected  to  enter  the  industry  b 
1990,  according  to  a  survey  by  Bruce 
Walker,  an  Arizona  State  University 
professor  of  marketing,  with  a  corol 
lary  proliferation  of  franchisees.  As 
increasingly  sophisticated  business 
acumen  is  required  of  those  both 
granting  and  signing  the  licenses,  tr 
industry  can  expect  to  see  an  increa 
in  the  formation  of  franchise  advisoi 
councils  or  associations  to  facilitate 
clear  communications  and  sound  bu 
ness  relationships  between  licensee 
and  licensor. 

Franchising  is  expected  to  contini 
to  ameliorate  some  of  the  difficulty  c 
capital  formation  for  the  developme 
of  new  businesses.  Local  lenders  nai 
rally  are  most  amenable  to  financing 
enterprises  that  enhance  the  local 
economy.  At  the  same  time,  major 
lenders  tend  to  look  more  favorably 
financing  packages  for  franchised  ve 
tures  if  they  are  orchestrated  by  maji 
corporations  as  franchisors. 

Both  the  uncertainty  and  the  pror 
ise  of  the  economic,  technological, 
political  and  social  environments  of 
the  next  decades  position  franchising 
as  a  practical,  profitable  business  stra 
egy  for  the  future.  Perpetuating  eco 
nomic  growth  throughout  the  reman 
der  of  this  century  will  depend  on  th 
introduction  of  new  ideas,  innova- 
tions, and  technology  into  our  free 
enterprise  system.  The  entrepreneur 
ial,  risk-taking  aspects  of  franchising 
are  expected  to  facilitate  this  process 
The  thought  that  today's  infant  fran 
chise  chains  may  well  be  tomorrow' 
giant  franchising  networks  will  con- 
tinue to  be  one  of  the  greatest  incen 
fives  driving  business  investments. 


The 

"OFFICE  OF  THE  FUTURE" 
a  franchise  for  the  executive 

We're  looking  for  a  few  creative  executives  who  want  to  shape  the  direc- 
tion of  business  in  the  '80s. 

As  the  licensed  owner  of  an  HQ  Executive  Center,  you  will  be  helping  to 
create  the'Office  of  the  Future." 

You'll  be  part  of  a  dynamic  nationwide  team  of  talented  executives. 
You'll  have  the  best  address  in  town ,  and  recognized  leadership  in 
the  community. 


You'll  provide  other  businesses  with  premier 
office  space,  a  full  range  of  administrative 
services  and  communications  using  state- 
of-the-art  technology. 

Our  Network  stretches  from  Boston  to 
Honolulu  and  will  soon  include  400 
Centers  worldwide  — all  selling  your 


services.  The  growing  power  of  the  HQ  Network  enables  us 
to  serve  thousands  of  businesses,  including  some  of  the  country's  largest 
corporations. 

Licenses  are  still  available  in  some  of  the  fastest  growing  markets  in  the 
country.  Sufficient  net  worth  is  required  to  support  a  total  investment  of 
$250,000  to  $400,000  per  location.  Area  development  possibilities  exist  for 
multi-location  licenses.  Minimum  start-up  cash  required  is  $150,000  per 
location. 

For  more  information,  call  Maury  O'Connell,  Director  of  Licensing, 
415/781-1234. 

THE  OFFICE  OF  THE  FUTURE . .  .TODAY. 


L.D.  Brinkman  has  been  well  rewarded  for 
saving  little  LDB  Corp.  from  bankruptcy. 
Some  of  its  creditors  were  not  so  fortunate. 


Brinkmanship 


By  Toni  Mack 

Iloyd  D.  Brinkman  is  a  big  Texan 
_  who  runs  a  smallish  company 
I  (assets,  $93  million)  called  LDB 
Corp.,  which  last  year  returned  a  star- 
tling 137%  on  equity.  As  you  might 
expect,  that's  because  common  equi- 
ty was  minuscule — only  $5  million 
(compared  with  $34  million  in  long- 
term  debt).  The  wonder,  though,  is 
that  LDB  Corp.  is  still  in  existence — 
let  alone  that  it  is  now  a  fast-growing 
and  profitable  little  carpet,  pizza  and 
housing  conglomerate. 

In  fiscal  1981,  ending  last  July  31, 
the  company  earned  a  respectable  $7 
million,  up  33%  over  1980,  on  rev- 
enues of  $197  million.  So  far  this  fiscal 
year,  profits  are  up  25%  (though  fully 
diluted  earnings  per  share,  no  longer 
plumped  by  tax-loss  carryforwards, 
dropped  from  34  cents  to  25  cents). 
Debt,  which  once  ran  94.5%  of  capital- 
ization, stands  at  a  more  reasonable 
48.5%.  It  is  hard  to  believe  that  LDB 
lost  money  for  eight  years  running  and 
operated  with  a  negative  net  worth 
after  intangible  assets  for  most  of  the 
last  decade.  Though  it  never  actually 
slid  into  bankruptcy,  the  effect  was 
much  the  same.  The  stock  dove  from 
72  to  Vh  (it  was  recently  at  4),  and  many 
creditors  settled  for  pennies  on  the 
dollar.  For  most  security  holders,  in 
fact,  LDB's  painful  comeback  is  far 
more  typical  of  bankruptcies  and  near- 
bankruptcies  than  the  famed  resur- 
gence of  companies  like  Toys  'R'  Us  or 
Perm  Central. 

Brinkman,  a  6-foot-4-inch  grandson 
of  Danish  immigrants  who  is  given  to 
ostrich  skin  cowboy  boots  and  wallet- 
size  gold  belt  buckles,  took  over  LDB 
in  1970,  when  it  was  called  Giffen 
Industries,  trading  his  healthy  Dallas- 
based  carpet  distributorship  for  1.8% 
of  its  common  shares. 


LDB  Chairman  Brinkman  at  a  Mr.  Gatti's 
A  $980,000  reason  to  smile. 


It  was  in  big  trouble.  Begun  as  a 
Miami  roofing  company,  Giffen  was 
choking  on  conglomeration  run 
amok.  In  three  years  its  previous  man- 
agement had  slapped  together  60-odd 
acquisitions.  Few  were  profitable. 

Within  a  week  he  was  facing  a  room 
full  of  creditors,  many  trying  to  force 
the  company  into  bankruptcy.  Brink- 
man  forestalled  them  with  an  agree- 
ment from  the  Banque  Canadienne 
Nationale  (since  merged  into  the  Na- 
tional Bank  of  Canada)  to  consolidate 
some  $15  million  (Canadian  dollars) 
in  debt. 

So  began  a  harrowing  eight  years. 
"My  friends  thought  I  was  crazy,"  re- 
calls Brinkman.  "But  if  the  company 
had  gone  down,  I'd  have  lost  almost 
everything."  With  one  hand  he  sold  or 
closed  moneylosers  like  snowmo- 
biles, lawn  furniture,  boats  and  some 


of  the  floor-covering  companies.  With 
the  other  he  kept  rearranging  debt. 

LDB  finally  made  it  in  fiscal  1978.  In 
a  complex  transaction,  Chicago-based 
financier  Walter  E.  Heller  Internation- 
al, LDB's  major  creditor,  was  paid 
$25.4  million  in  cash.  Then  Heller 
turned  around  and  lent  Brinkman  $15 
million  to  buy  two  new  issues  of  pre- 
ferred stock  in  LDB,  one  issue  convert- 
ible. So  Heller  in  essence  wound  up 
with  $10.4  million,  besides  some  pre- 
ferred it  already  held,  and  shifted  some 
of  LDB's  debt  to  Brinkman  himself. 

But  Brinkman  had  made  sure  he 
took  care  of  himself.  "I  had  to  have 
some  incentive  to  stay  on  board,"  he 
says.  With  the  convertible  preferred 
and  other  stock  options,  he  now  effec- 
tively owns  65%  of  the  company. 

Back  in  1978  almost  all  that  re- 
mained of  LDB  was  Brinkman's  origi- 
nal carpet  company.  With  LDB  liquid 
again,  he  started  rediversifying — but 
much  more  cautiously  than  his  prede- 
cessors. (His  carpet  company  still  pro- 
vides 75%  of  revenues  and  profits.)  He 
picked  up  38%  and  3%  positions  in 
two  trucking  companies,  which  have 
fared  as  poorly  as  the  rest  of  the  indus- 
try. But  another  acquisition,  the  Mr. 
Gatti's  pizza  chain,  bought  for  $10.5 
million  in  1978,  has  bloomed  from  77 
restaurants  to  258,  about  one-third 
company-owned,  and  last  year  con- 
tributed operating  profits  of  $1.4  mil- 
lion on  $24  million  in  revenues. 
Brinkman  also  picked  up  a  mobile  and 
modular  home  subsidiary  for  $5  mil- 
lion, renamed  it  Brinkcraft  and  moved 
it  increasingly  into  modular  housing. 
Its  operating  profits  have  more  than 
tripled  in  the  last  two  years,  to  $1.4 
million  last  year. 

In  1971  Brinkman  moved  the  com- 
pany's headquarters  from  Miami  to 
Dallas  and  thence,  in  1975,  to  Kerr- 
ville  in  rolling  central  Texas,  not  far 
from  the  ranches  where  he  raises 
purebred  Brangus  cattle.  He  pays  him- 
self very  well  as  LDB's  chairman — 
$980,000  in  salary,  bonuses  and  bene- 
fits last  year.  Heller  has  come  out  all 
right,  too.  It  still  holds  $9  million  in 
preferred  stock  that  is  steadily  being 
redeemed,  plus  warrants  to  buy 
500,000  common  shares,  currently 
trading  at  around  $4  a  share,  at  $1.50. 

Remember  the  bad  old  days,  when 
inability  to  pay  your  creditors  was  a 
one-way  ticket  to  the  poorhouse — or  a 
good  reason  for  jumping  from  a  high 
window?  Things  are  different  now,  es- 
pecially for  the  creditors  who  can't  stay 
the  distance.  Even  the  accommodating 
Banque  Canadienne  Nationale  got 
only  about  80%  of  its  money  back,  and 
some  creditors  got  half  or  less.  Oppor- 
tunity, thy  name  is  insolvency!  ■ 
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Your  typical  corporate  executive  earns  less  than  many  rock  stars 
and  negligence  lawyers.  But  what  with  options  and  performance 
bonuses,  some  of  the  numbers  got  pretty  fancy  last  year. 


Who  gets  the  most  pay 


SIGN  OF  the  times:  The 
highest-paid  executive  in 
the  land  last  year  didn't  do 
it  by  making  cars  or  drilling 
for  oil.  He  sells  escapism 
and  entertainment.  Steven 
Ross  of  Warner  Communications 
pulled  down  $22.5  million  in  salary, 
bonus,  benefits,  contingent  remu- 
neration and  stock  gains  in  1981  to 
head  the  list  of  the  798  executives 
beginning  on  page  76. 

Ross  made  most  of  that  staggering 
sum  by  exercising  options  and  appre- 
ciation rights  on  Warner  stock,  which 
has  run  up  200%  since  1979,  partly  on 
the  spectacular  success  of  Warner's 
video  games  subsidiary,  Atari.  It's  sig- 
nificant that  runner-up  Charles  Laza- 
rus of  Toys  'R'  Us  also  is  in 
recreation;  and  that  there's 
not  a  single  automobile, 
chemical  or  mining  com- 
pany CEO  in  the  top  ten. 
Smokestacks  are  out.  Fun 
and  games  are  in. 

Last  year,  the  Golden 
Paycheck  companies  were 
heavily  weighted  toward  oil 
and  related  industries.  This 
year,  energy  is  represented 
by  Union  Pacific  and  Texas 
International,  and  indirect- 
ly by  Dresser  Industries,  a 
supplier  of  services  and 
technology  to  the  energy 
industry  rather  than  a  pro- 
ducer of  energy. 

Here's  a  hint  for  those 
who  aspire  to  a  Golden  Pay- 
check: The  top  ten  in  ex- 
ecutive compensation  bear 
little  resemblance  to  the 
top  in  sales,  profits,  assets 
or  market  value.  For  exam- 
ple, American  Tel  &  Tel 
leads  three  of  those  four 
lists  in  the  Forbes  500s 
(Forbes,  May  10)  but  AT&T 
CEO  Charles  Brown,  al- 
though well  paid  at  $1  mil- 


lion, shows  up  in  103rd  place  on  the 
compensation  list;  and  Exxon  Presi- 
dent Clifton  Garvin  Jr.  is  number  46. 

It  was  not  all  that  long  ago,  in  1973, 
that  an  American  executive — Richard 
Gerstenberg,  then  chairman  of  Gener- 
al Motors — approached  the  $1  million 
mark  in  annual  compensation.  Now, 
using  the  current  reporting  standards 
of  the  SEC,  over  100  CEOs  make  more 
than  that,  and  over  a  score  of  them 
topped  $2  million.  Gerstenberg's  cur- 
rent successor  is  not  among  them: 
GM's  Roger  Smith  stood  392nd  in 
1981  at  a  total  compensation  of 
$489,000. 

Listed  in  the  table  are  the  chief  ex- 
ecutives of  the  798  companies  that 
qualified  for  one  or  more  of  the 


Definitions 


The  Securities  &.  Exchange  Commission's  latest  re- 
quirements for  proxy  statements  are  the  basis  for  the 
numbers  in  the  table  that  follows. 

Salary  and  bonus 

Includes — in  addition  to  salary  and  cash  bonuses — 
directors'  fees,  commissions  and  payments  made  on 
long-term  incentive  plans. 

Benefits 

Includes  cash-equivalent  forms  of  compensation 
such  as  company-paid  life  insurance  premiums  or 
club  dues,  use  of  company  car  or  plane  and  other 
fringe  benefits;  also  stock  bonus  awards,  thrift  plan 
contributions  and  restricted  stock  awards  vested  or 
released  from  restrictions  in  1981. 

Contingent  remuneration 

Includes  the  amounts  expensed  for  deferred  compen- 
sation agreements  and  accruals  (or  credits)  under 
performance-related  long-term  incentive  plans. 

Stock  gains 

Includes  net  value  realized  in  shares  or  cash  from 
the  exercise  of  stock  options  and/or  stock  apprecia- 
tion rights  (SARs)  granted  in  prior  years.  SARs 
may  have  been  previously  reported  as  contingent 
remuneration. 


Forbes  500s  lists.  Their  total  com 
pensation  was  $520  million.  Median 
salary  and  bonus:  $400,000 — a  nice 
living  but  hardly  scandalously  exces 
sive.  Here's  something  else  about 
these  numbers:  Compensation  earned 
for  past  performance,  but  paid  in 
1981,  is  included.  So  not  all  the  mon- 
ey was  earned  in  1981.  Also,  the  table 
shows  accruals  made  on  company 
books  for  long-term  performance 
plans  and  employment  agreements 
that  call  for  payments  if  and  when 
certain  conditions  are  met.  But  the 
conditions  may  not  be  met;  perfor- 
mance may  fall  short.  Or  the  execu- 
tive may  quit  to  join  a  competitor. 
Therefore,  there  is  a  degree  of  iffiness 
in  the  numbers.  However,  the  "stock 
gains"  column  shows  gains 
realized  in  shares  or  cash 
from  the  exercise  of  options 
or  appreciation  rights. 

Some  year-to-year  com- 
parisons can  be  distorted  by 
special  circumstances.  For 
example,  the  salary  and  bo- 
nus of  Gulf  &  Western's 
Charles  Bluhdom  and  W.R. 
Grace's  J.  Peter  Grace  both 
doubled  in  1981.  Grace's 
board  awarded  him  a  $1 
million  bonus  for  36  years 
of  service  as  CEO.  In  Bluh- 
dorn's  case,  his  salary  and 
bonus  included  a  special  ac- 
crual for  a  change  in  a  com- 
pensation plan  that  in- 
creased his  bonus  trust  ac- 
count by  $554,000. 

Steve  Ross'  $22  million 
paycheck  is  a  record  that 
may  stand  for  a  while.  How 
does  it  compare  with  com- 
pensation outside  the  ranks 
of  business?  Well,  boxer 
Sugar  Ray  Leonard  made 
$13  million  on  one  fight  last 
year,  and  Wayne  Newton 
makes  $9  million  singing 
for  37  weeks  in  Las  Vegas. 
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TheTopTen 


4l 


Steven  J.  Ross 

Warner  Communications 


George  T.  Scharffenberger 
City  Investing 


$  1,954,136 

Salary  &  bonus 

$  843,500 

72,835 

Benefits 

17,337 

1,106,296 

Contingent 

141,119 

19,421,143 

Stock  gains 

2,414,704 

$22,554,410 

Total 

$3,416,660 

Charles  Lazarus 
Toys  'R'  Us 

James  H.  Evans 
Union  Pacific 

$1,223,122 

Salary  &  bonus 

$  953,661 

10,282 

Benefits 

7,420 

45,400 

Pnn  ti  n  ppn  t 

11  550 

6  334  200 

1  863  100 

$7  613  004 

Total 

$2  835  731 

ueorge  riatt 
Texas  International 

Dean  L.  Buntrock 
Waste  Management 

$  640,235 

Salary  &  bonus 

$  523,808 

128,067 

Benefits 

118,322 

Contingent 

5,863,000 

Stock  gains 

2,186,859 

$6,631,302 

Total 

$2,828,989 

Frank  G.  Hickey 
General  Instrument 

John  V.  James 
Dresser  Industries 

$  623,955 

Salary  &  bonus 

$  377,651 

8,456 

Benefits 

11,550 

Contingent 

1,187,120 

4,636,839 

Stock  gains 

1,063,902 

$5,269,250 

Total 

$2,640,223 

David  Tendler 
Phibro 


August  A.  Busch  III 
Anheuser  Busch  Cos. 


$2,125,000 

Salary  &.  bonus 

$  720,950 

543,506 

Benefits 

13,630 

1,161,875 

Contingent 

Stock  gains 

1,896,350 

$3,830,381 

Total 

$2,630,930 

Note  Stock  gains  may  have  been  previousk  reported  ,\s  contingent  remuneration 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 


Company 


salary  & 

Chief  executive  (age)  bonus1 


benefits1 


contin- 
gent' 


stock 
gains' 


Years  served 

with  as 
total       co.  CEO 


Place  of  birth 


Busi 
backgrc 


Abbott  Laboratories 
Aetna  Life  &  Cas 
Affiliated  Bshs  Colo 
H  F  Ahmanson 
Air  Prods  &  Chems 


Robert  A  Schoellhorn 
John  H  Filer 
Thomas  S  Moon 
William  H  Ahmanson 
Edward  Donley 


53) 
57) 
60) 
56) 
60) 


458 
670 
187 
438 
575 


21 

25 
15 

3. 
1 


196  — 

—  339 

—  43 
55  — 
10  — 


675 

8 

3 

1,034 

23 

9 

245 

29 

9 

496 

32 

13 

585 

39 

8 

352 

32 

15 

615 

30 

5 

498 

12 

2 

414 

31 

3 

639 

24 

15 

Philadelphia,  Pa 
New  Haven,  Conn 
Denver,  Colo 
Omaha,  Neb 
Highland  Park,  Mich 


Techi 
Insur 
Ban 

Administrs 
Techi 


Akzona 
Albertson's 
Alco  Standard 
Alexander  &  Alexander 
Alleghany 


Claude  S  Ramsey 
Warren  E  McCain 
Ray  B  Mundt 
John  A  Bogardus  |r 
Fred  M  Kirby 


56) 
53) 
54) 
62] 


350 

2 

599 

16 

478 

7 

405 

9 

639 

843 

255 

220 

7 

158 

33 

788 

101 

650 

120 

13 


Asheville,  NC 
Logan,  Kan 
Appleton,  Wise 
New  York,  NY 
Wilkes  Barre,  Pa 


Administra 
Opera  I 
Operai 
Insur 
Investr 


Allegheny  Intl 
Allegheny  Power 
Allied  Bancshares 
Allied  Corp 
Allied  Stores 


Robert  I  Buckley 
Charles  B  Finch 
Gerald  H  Smith 
Edward  L  Hennessey  Jr 
Thomas  M  Macioce 


58) 
62) 
51) 
54) 
63) 


150 


391 


286 

128  — 


1,640 

10 

7 

227 

28 

10 

191 

23 

10 

1,174 

3 

3 

8972 

22 

10 

New  York,  NY 
New  York,  NY 
Groveton,  Tex 
Boston,  Mass 
New  York,  NY 


Operat 
B 

Ban 

Fin, 


Allis-Chalmers 

David  C  Scott 

(66) 

429 

78 

108 

615 

13 

13 

Akron,  Ohio 

Techr  f 

Alcoa 

W  H  Krome  George 

;64) 

625 

28 

19 

185 

857 

40 

7 

St  Louis,  Mo 

Techr  « 

AMAX 

Pierre  Gousseland 

;60) 

690 

47 

507 

1,244 

33 

5 

France 

Techr  P 

Amdahl 

Eugene  R  White 

(51) 

429 

6 

82 

516 

7 

2 

Bangor,  Me 

Administra  •! 

Amerada  Hess 

Leon  Hess 

(68) 

200 

10 

8 

218 

49 

9 

Asbury  Park,  NJ 

Foui 

American  Airlines 

Albert  V  Casey 

(62) 

375 

3 

378 

8 

8 

Boston,  Mass 

Fin: 

K 

American  Bancorp 

Samuel  A  McCullough 

(43) 

185 

19 

204 

6 

4 

Pittsburgh,  Pa 

Ban! 

11 

American  Brands 

Edward  W  Whittemore 

(59) 

542 

42 

342 

87 

1,014 

35 

1 

New  York,  NY 

Marke 

f 

Amer  Broadcasting 

Leonard  H  Goldenson 

(76) 

746 

65 

405 

1,215 

48 

32 

Scottdale,  Pa 

L 

:: 

American  Can 

William  S  Woodside 

(60) 

653 

23 

676 

32 

2 

Columbus,  Ohio 

Operat: 

IS 

American  Cyanamid 

Dr  James  G  Affleck 

(59) 

459 

30 

137 

626 

35 

6 

Yonkers,  NY 

Administra 

American  Elec  Power 

Willis  S  White  Jr 

(55) 

319 

16 

9 

344 

33 

6 

Portsmouth,  Va 

Techr] 

Si 

American  Express 

James  D  Robinson  III 

(46) 

712 

7 

66 

225 

1,011 

11 

5 

Atlanta,  Ga 

Fina 

t»i 

American  Fletcher 

Frank  E  McKinney  Jr 

(43) 

198 

1 

199 

14 

9 

Indianapolis,  Ind 

Banl 

American  General 

Harold  S  Hook 

(50) 

407 

54 

18 

479 

11 

3 

Kansas  City,  Mo 

Insura 

SI 

American  Home  Prod 

John  W  Culligan 

(65) 

638 

411 

424 

1,472 

45 

1 

Amer  Hospital  Supply 

Karl  D  Bays 

;48) 

543 

29 

572 

23 

11 

American  Intl  Group 

Maurice  R  Greenberg 

(57) 

476 

3 

1,876 

2,355 

21 

15 

Amer  Medical  Intl 

Royce  Diener 

(64) 

563 

4 

266 

833 

12 

6 

American  Motors 

3Gerald  C  Meyers 

53) 

418 

11 

24 

454 

20 

4 

Newark,  NJ 
Loyall,  Ky 
New  York,  NY 
Baltimore,  Md 

Buffalo,  NY 


Marke 
S 

Insura 
Fina 
Techn 


American  Natl  Ins 

Orson  C  Clay 

(51) 

247 

5 

73 

325 

11 

4 

Bountiful,  Utah 

Administra) 

K 

Amer  Nat  Resources 

Arthur  R  Seder  Jr 

62) 

320 

13 

333 

22 

5 

Oak  Park,  111 

L. 

4l 

American  Petrofina 

Richard  I  Galland 

65) 

304 

23 

327 

24 

13 

Denver,  Colo 

L. 

Amer  Savings  &  Loan 

Morris  N  Broad 

(47) 

158 

2 

10 

-5 

164 

25 

17 

Burlington,  Vt 

Fina 

HI 

American  Security 

W  Jarvis  Moody 

54) 

239 

1 

31 

270 

18 

2 

Mineola,  NY 

Bank 

U 

American  Standard 

William  A  Marquard 

(62) 

957 

306 

106 

1,369 

29 

10 

Pittsburgh,  Pa 

Operati 

Ki 

American  Stores 

Lennie  S  Skaggs 

;58) 

467 

16 

482 

37 

16 

Yakima,  Wash 

Retail 

IK 

American  Tel  &  Tel 

Charles  L  Brown 

60) 

889 

6 

130 

1,025 

36 

3 

Richmond,  Va 

Operati 

n 

AmeriTrust 

M  Brock  Weir 

(60) 

359 

14 

8 

381 

9 

9 

Wenatchee,  Wash 

Bank 

. 

AMF 

W  Thomas  York 

(48) 

639 

56 

200 

895 

13 

4 

Archdale,  NC 

Final 

.'. 

Amfac 

Henry  A  Walker  Jr 

(60) 

675 

13 

52 

740 

34 

14 

Honolulu,  Haw 

Operati 

H 

AMP 

4Joseph  D  Brenner 

(65) 

454 

109 

563 

35 

10 

Carlisle,  Pa 

Operati' 

H 

AmSouth  Bancorp 

John  W  Woods 

(50) 

200 

48 

248 

12 

10 

Evanston,  111 

Bank 

(55 

Amstar 

Robert  T  Quittmeyer 

(61) 

408 

2 

9 

58 

478 

26 

10 

Peekskill,  NY 

Le 

III 

Anderson,  Clayton 

Thomas  J  Barlow 

(60) 

303 

3 

27 

334 

36 

15 

Houston,  Tex 

Operatn 

111 

'For  Forbes  definitions  and  methodology  see  page  74. 
'Figures  are  for  year  ended  1/31/81. 
'Succeeded  by  W.  Paul  Tippett  Jr.,  1/15/82. 
"Succeeded  by  Walter  F.  Raab,  5/1/82. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  Cv 

contin- 

stock 

with 

as 

Business 

k 

Company 

Chief  executive  (age) 

bonus' 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

background 

0 

Anheuser-Busch  Cos 

August  A  Busch  III 

(45) 

721 

14 

1,896 

2,631 

25 

7 

St  Louis,  Mo 

Operations 

9 

Apple  Computer 

A  C  Markkula  Ir 

40) 

180 

•7 

1 

188 

5 

1 

Los  Angeles,  Cal 

Marketing 

2 

ARA  Services 

William  S  Fishman 

;66) 

428 

6 

435 

42 

7 

Clinton,  Ind 

Founder 

T7 

Archer  Danls  Midland 

Dwayne  O  Andreas 

;64) 

557 

557 

11 

11 

Worthington,  Minn 

Finance 

r 

Arizona  Bank 

Donald  B  Tostenrud 

[57) 

202 

11 

— 

- 

213 

22 

4 

Estherville,  Iowa 

Banking 

47 

Arizona  Public  Serv 

Keith  L  Turley 

(59) 

260 

6 

4 

271 

30 

8 

Mesa,  Ariz 

Administration 

4  1 

Arkla 

Fftwirrf  miHTtii'lH  Mpl^on 

LUnalU  .'Mk  1  1  K  IU    .  H  imil 

|41) 

299 

5 

13 

328 

645 

18 

9 

Keevil,  Ark 

Legal 

Armco 

Harry  Holiday  Ir 

;58) 

664 

16 

-29 

112 

763 

33 

3 

Pittsburgh,  Pa 

Operations 

4:2 

Armstrong  World  Inds 

Harry  A  Jensen 

;63) 

322 

323 

41 

4 

Council  Bluffs,  Iowa 

Operations 

I8 

ASARCO 

5Charles  F  Barber 

65) 

560 

— 

10 

- 

570 

26 

11 

Chicago,  111 

Legal 

0 

Ashland  Oil 

John  R  Hall 

(49) 

309 

i  £ 

16 

325 

25 

1 

Dallas,  Tex 

Technical 

1 

Associated  Dry  Goods 

W/illium  P  Arnnlrl 
tv  iii  lain  i  niituiu 

57) 

213 

54 

336 

603 

34 

3 

Omaha,  Neb 

Retailing 

43 

Atlantic  Bancorp 

Billy  J  Walker 

!51) 

207 

207 

33 

6 

Baker  County,  Fla 

Banking 

T6 

Atlantic  Richfield 

6Robert  O  Anderson 

65) 

754 

59 

240 

1,053 

40 

17 

Chicago,  111 

Production 

I'1 

Auto  Data  Processing 

Frank  R  Lautenberg 

;58) 

375 

— 

— 

1,097 

1,472 

29 

6 

Paterson,  NJ 

Marketing 

■1.3 

Avco 

Robert  P  Bauman 

(51) 

316* 

316 

1 

1 

Cleveland,  Ohio 

Marketing 

6 

Avnet 

Anthony  R  Hamilton 

57) 

790 

126 

965 

25 

2 

North  Bergen,  NJ 

Operations 

■  5 

Avon  Products 

David  W  Mitchell 

!54) 

604 

616 

34 

6 

Pasadena,  Cal 

Sales 

3 

Baker  International 

Earnest  H  Clark  Jr 

;55) 

821 

328 

298 

1,447 

35 

17 

Birmingham,  Ala 

Technical 

4 

Baldwin-United 

Morley  P  Thompson 

;55) 

602 

29 

— 

— 

631 

32 

1 

San  Francisco,  Cal 

Finance 

(5 

Bally  Manufacturing 

Robert  E  Mullane 

(50) 

677 

/u 

4 

751 

9 

Cincinnati,  Ohio 

Administration 

0 

Baltimore  Gas  &  Elec 

RprnarH  Tnipsrnlpr 

59) 

203 

O 

A 

4 

210 

1 A 

o4 

L 

Baltimore,  Md 

Technical 

18 

Banc  One 

John  G  McCoy 

;69) 

387 

387 

A  C 

22 

Marietta,  Ohio 

Finance 

15 

BanCal  Tri-State 

Chauncey  E  Schmidt 

;5i) 

402 

21 

n 

281 

715 

6 

6 

Oxford,  Iowa 

Banking 

15 

Banco  Popular  PR 

Rafael  Carrion  Jr 

^67) 

156 

— 

35 

— 

191 

49 

25 

Sajn  Juan,  PR 

Banking 

(2 

BancOhio 

Arthur  D  Herrmann 

(55) 

234 

234 

1 

1 

Louisville,  Ohio 

Banking  j 

,9 

Bancorp  Hawaii 

Prink  I  Wiiiint 

58) 

160 

14 

174 

ol 

1 

Alhambra,  Cal 

Banking 

M 

'Bank  of  New  England 

Roderick  M  MacDougall 

56) 

222 

5 

227 

8 

3 

New  York,  NY 

Banking 

>8 

Bank  of  New  York 

8Elliott  Averett 

64) 

348 

206 

52 

605 

42 

7 

Chatham,  NJ 

Banking 

i4 

Bank  of  Virginia 

Frederick  Deane  Jr 

;55] 

165 

1 

10 

— 

175 

28 

8 

Boston,  Mass 

Finance 

)3 

BankAmerica 

Samuel  H  Armacost 

(43) 

566 

lb 

o 

y 

599 

1 

Newport  News,  Va 

Banking 

15 

Bankers  Trust  NY 

Alfred  Rrittain  III 

milCU  Dllllalll  111 

59) 

542 

A  A 

44 

586 

7 

/ 

Evanston,  111 

Banking 

10 

Barnett  Banks  Fla 

Charles  E  Rice 

;46) 

292 

292 

17 

2 

Chattanooga,  Tenn 

Banking 

13 

Bausch  &  Lomb 

Daniel  E  Gill 

;46) 

357 

6 

362 

3 

1 

Ziegler,  111 

Finance 

57 

Baxter  Travenol  Labs 

Vernon  R  Loucks  Jr 

A7) 

488 

44 

— 

— 

533 

16 

2 

Evanston,  111 

Marketing 

)3 

BayBanks 

William  M  Crozier  Jr 

(49) 

231 

38 

1 1  b 

384 

1  c 

7 

/ 

New  York,  NY 

Banking 

24 

Beatrice  Foods 

I  init'v  I  Diitf 

57) 

908 

9 

31 

948 

1  c 

2 

Topeka,  Kan 

Administration 

75 

Becton,  Dickinson 

Wesley  J  Howe 

61) 

476 

9 

1/17 

14/ 

IOC 

lob 

817 

22 

7 

1 

Jersey  City,  NJ 

Administration 

78 

Belco  Petroleum 

Arthur  B  Belfer 

75) 

235 

1 

236 

29 

29 

Poland 

Founder 

24 

Bendix 

William  M  Agee 

144) 

971 

16 

112 

679 

1,779 

10 

5 

Boise,  Ida 

Finance 

* 

Beneficial  Corp 

Finn  M  W  Caspersen 

(40) 

378 

1  7 

1  1 

66 

429 

i  n 
1U 

c 
D 

New  York,  NY 

Legal 

95 

Berkshire  Hathaway 

Warrpn  F  Ruffpt 

51) 

100 

100 

12 

12 

Omaha,  Neb 

Investment 

12 

Bethlehem  Steel 

Donald  H  Trautlein 

[55) 

556 

7 

24 

587 

5 

2 

Sandusky,  Ohio 

Finance 

13 

Big  Three  Industries 

Harry  K  Smith 

70) 

467 

3 

4 

474 

56 

26 

Pittsburgh,  Pa 

Administration 

74 

Black  &  Decker 

Francis  P  Lucier 

;54) 

358 

28 

15 

401 

19 

7 

Boston,  Mass 

Marketing 

07 

H  &  R  Block 

Henry  W  Bloch 

(59) 

288 

5 

293 

26 

26 

Kansas  City,  Mo 

Founder 

38 

Blue  Bell 

L  Kimsey  Mann 

(65) 

212 

13 

35 

263 

36 

8 

La  Grange,  Ga 

Production 

55 

Boatmen's  Bancshares 

Donald  N  Brandin 

;60) 

250 

i 

251 

26 

9 

New  York,  NY 

Banking 

18 

Boeing 

Thornton  A  Wilson 

[61 ) 

751 

203 

3 

958 

39 

13 

Sikeston,  Mo 

Technical 

10 

Boise  Cascade 

John  B  Fery 

(52) 

401 

52 

24 

477 

25 

9 

Bellingham,  Wash 

Production 

'CEO  joined  company  in  1981,  salary  portion  annualized. 

'For  Forbes  definitions  and  me 

thodology  see  page  74. 

^Succeeded  by  Ralph  L.  Hennebach,  4/28/82. 

'Succeeded  by  William  F.  Kiesc 

hnick,  5/4/82. 

'Formerly  New  England  Merchants. 

8Deceased.  Succeeded  by  J.  Carter  Bacot,  1/1/82. 

'RBES,  JUNE  7,  1982 
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Who  Gets  The  Most  Pay 


Company 


salary  & 

Chief  executive  lage)  bonus1 


Compensation  ($000) 

contin-  stock 
benefits'    gent1  gains' 


total 


Yeats  served 

with  as 
co.  CEO 


Place  of  birth 


Busim 
backgroui 


Borden 
Borg- Warner 
Boston  Edison 
Braniff  Intl 
Bristol-Myers 


Eugene  J  Sullivan 
James  F  Bere 
Thomas  (  Galligan  (r 
'John  J  Casey 
Richard  L  Gelb 


674 
545 
217 
83 
860 


20 
48 
2 


248 
250 


91 
15 


63 


633 


942 
907 
219 
174 
1,513 


36  2 

21  10 

28  11 

13  1 

32  10 


New  York,  NY 
Chicago,  111 
Watertown,  Mass 
Boston,  Mass 
New  York,  NY 


Sal 

Product! 

Finar 
Operatic) 
Administrati 


Broadview  Financial 
Brown-Forman  Dist 
Brown  Group 
Browning-Ferris  Inds 
Brunswick 


John  E  Rupert 
W  L  Lyons  Brown  Jr 
W  L  Hadley  Griffin 
Harry  J  Phillips  Sr 
K  Brooks  Abernathy 


193 
368 
356 
343 
592 


2 
165 


60 
308 


193 
371 
416 
345 
1,065 


28 
21 
35 
12 
20 


8 
6 
13 
4 
6 


Cleveland,  Ohio  Administrati 


Louisville,  Ky 
Edwardsvilk,  111 
Memphis,  Tenn 
Missoula,  Mont 


Marketi 
Le) 
Fount 
Finar 


Burlington  lnds 
Burlington  Northern 
Burroughs 
Cabot 

California  First  Bnk 


William  A  Klopman 
Richard  M  Bressler 
W  Michael  Blumenthal 
Robert  A  Charpie 
Yasushi  Sumiya 


565 
985 
665 
741 
193 


3 
68 
1 

31 


155 
235 

859 
4 


723 
1,287 

666 
1,600 

229 


36 
2 
2 

13 
1 


5 
2 
1 
13 
1 


New  York,  NY 
Wayne,  Neb 
Germany 
Cleveland,  Ohio 
lapan 


Marketi 
Finar 
Administrati! 
Technu 
Banki 


Cameron  Iron  Works 
Campbell  Soup 
Campbell  Taggart 
Capital  Cities  Comm 
Capital  Holding 


Myron  A  Wright 
R  Gordon  McGovern 
C  B  Lane 
Thomas  S  Murphy 
Thomas  C  Simons 


484 
360 
345 
400 
340 


234 
4 

104 
13 
10 


2 
64 
42 


718 
366 
513 
454 
350 


5  5 

26  1 
35  2 

27  15 
4  4 


Blair,  Okla 
Nornstown,  Pa 
El  Paso,  Tex 
Brooklyn,  NY 
Pasadena,  Cal 


Administrati 
Marketi 
Finan 
Administrati! 
Insuran 


Carnation 
Carolina  Pwr  &  Lt 
Carter  Hawley  Hale 
Castle  &  Cooke 
Caterpillar  Tractor 


H  Everett  Olson 
Sherwood  H  Smith  Jr 
Philip  M  Hawley 
Donald  J  Kirchhoff 
Lee  L  Morgan 


385 
227 
504 
360 
568 


2 
13 

6 
2 


68 

7 


284 


27 


737 
237 
517 
367 
598 


51 

17 
24 
26 
36 


14 

2 
5 
7 
4 


Chicago,  111 
Jacksonville,  Fla 
Portland,  Ore 
St  Louis,  Mo 
Aledo,  111 


Finanl 
LeJ 

RetailiJ 
Administratis 
Marketi 


CBI  Industries 
CBS 
CBT 
Celanese 
"Celeron 


'"Marvin  G  Mitchell 
Thomas  H  Wyman 
Walter  J  Connolly  Jr 
John  D  Macomber 
Gale  L  Galloway 


610 
855 
240 
600 
366 


15 
7 
4 
9 

12 


177 
57 
26 

-46 


83 
329 
1,025 


803 
920 
353 
892 
1,402 


43 
2 

21 
9 
8 


12 

2 
5 
4 
2 


Wayoross,  Ga 
St  Louis,  Mo 
Boston,  Mass 

Rochester,  NY 
Pearsall,  Tex 


Sail 
Marketi 
Bankd 
Administratis 
Administrate! 


l2CenteI 
Centerre  Bancorp 
Centex 

Central  &  South  West 
Central  Bancorp 


Robert  P  Reuss 
Clarence  C  Barksdale 
"Frank  M  Crossen 
Durwood  Chalker 
Oliver  W  Birckhead 


461 
395 
268 
241 
195 


9 
10 
24 
15 
117 


112 


582 
413 
292 
256 
312 


9  9 

23  4 

25  16 

32  2 

31  10 


Aurora,  111 
St  Louis,  Mo 
Dallas,  Tex 
Breckenndge,  Tex 
Brooklyn,  NY 


Operation 
Bankiil 
Finanl 
Technic! 
Administrate! 


Central  Bancshares 
Central  Fidelity  Bks 
Central  111  Pub  Svc 
Central  Soya 
Centran 


Harry  B  Brock  Jr 
Carroll  L  Saine 
Donald  G  Raymer 
Douglas  G  Fleming 
Wilson  M  Brown  Jr 


196 
210 
137 
272 
175 


1 

5 
8 
15 


196 
217 
142 
280 
190 


1 1 

25 
34 
28 

3 


Fort  Payne,  Ala 
Lincolnton,  NC 

Jackson,  Mich 
Harvey,  111 

Richmond,  Va 


Found I 

Bankiil 
Operatioil 
Sail 
Bankiil 


Cessna  Aircraft 
Champion  Intl 
Charter 
Chase  Manhattan 
Chemical  New  York 


Russell  W  Meyer  Jr 
Andrew  C  Sigler 
Raymond  K  Mason 
Willard  C  Butcher 
Donald  C  Platten 


230 
520 
69 
640 
770 


22 
66 
30 
52 


101 

1 

5 


1,546 


1,876 
543 
140 
669 
822 


8 
25 
30 
35 
41 


7 
7 
19 
2 
9 


Davenport,  Iowa 
Brooklyn,  NY 

Jacksonville,  Fla 
Bronxville,  NY 
New  York,  NY 


Leg  I 
Sal  I 

Foundll 
Banku I 
Bankirl 


Chesebrough-Pond's 
Chrysler 
Chubb 
CIGNA 
Cincinnati  G  &  E 


Ralph  E  Ward 
Lee  A  lococca 
Henry  U  Harder 
14Ralph  S  Saul 
William  H  Dickhoner 


456 
362 
363 
450" 
184 


176 


87 
19 


632 
362 
450 
450 
203 


35  14 

3  2 

33  r 

7  7 

41  6 


Scotch  Plains,  NJ 
Allentown,  Pa 
New  York,  NY 
Brooklyn,  NY 
Cincinnati,  Ohio 


Marketm 
Operatioil 

Insurant! 
Leg.j 

Technic! 


ecause  of  the  recent  combination  of  Connecticut  General  and  INA, 
lary  annualized. 


'For  Forbes  definitions  and  methodology  see  page  74. 

"Succeeded  by  Howard  D  Putnam,  1/28/82. 
'"Succeeded  by  William  A.  Pogue,  1/1/82. 
"Formerly  Central  Louisiana  Energy, 
'formerly  Central  Telephone  &.  Utilities. 
''Office  jointly  held  with  Paul  R.  Seegers. 
'""Office  )ointly  held  with  Robert  D.  Kilpatrick. 


AS  OIL  GETS  HARDER  TO 

FIND,  NL  INDUSTRIES  IS  MAKING 

IT  EASIER  TO  REACH. 


The  search  for  oil  and  gas  is  t 
us  further  afield.  Further  offsho 
And  perhaps  even  more  import 
further  downhole. 

In  1981,  less  than  10%  of  all 
drilled  reached  over  10,000  feet 
But  those  wells  accounted  for  al 
50%  of  all  drilling  and  completio 
expenditures. 

'  And  the  number  of  deeper  wa  snip 
is  expected  to  grow  further  in  thf 
years  ahead,  despite  temporary]  B 
imbalances  in  worldwide  petrole  I 


,  lies.  Which  means  there's  a 
•ing  need  for  the  high  perform- 
I  equipment  and  specialized 
ces  it  takes  to  handle  these 
:ult  drilling  environments. 
NL  Industries,  we're  uniquely 
ioned  to  provide  them, 
ith  drilling  fluids,  services,  and- 
hology  from  NL  Baroid— to  hel[ 
rol  pressures,  cool  drill  bits, 
ikeep  drilling  efficient  at  depths 
e  miles  or  more, 
lith  blowout  preventers  from  NL 
fer— to  control  the  extreme 


pressures  of  today's  deepest  wells. 

And  with  gyroscopic  and  magnetic 
surveys,  and  other  services  from 
N  L  Sperry-Sun  — for  the  growing 
directional  drilling  market. 

At  NL  Atlas  Bradford,  we  provide 
premium  threaded  connections 
for  casing  and  tubing— to  handle 
deep  well  pressures  and  corrosion. 
And  other  NL  divisions  offer  wireline 


services;  tool  rental:  well  workover, 


maintenance,  and  completion  services 
to  oil  and  gas  drilling  contractors. 

In  short,  NL  Industries  is  ready  for 
the  challenges  deeper  wells  and 
deeper  drilling  will  bring.  With  a  com- 
plete range  of  products  and  services 
that  fill  the  needs  of  today.  And  prepare 
us  for  those  of  tomorrow. 


Who  Gets  The  Most  Pay 


Compensation  ,S000' 

1  car*  -tn  cd 

salan  S. 

contin- 

stock 

with 

as 

Bum 

ank 

Companv 

Chid  executive  ^atel 

bonus1 

benefits' 

gent' 

gains' 

total 

CO. 

CEO 

Place  of  binh 

backgro 

219 

T"  .  .;nnati  Milacron 

Ume>  A  D  Geier  ,36! 

417 

4 

208 

95 

723 

31 

12 

Cincinnati,  Ohio 

Techr 

tn 

Citicorp 

Walter  B  \\  riston  ci 

675 

11 

94 

— 

779 

36 

12 

Middletown.  Conn 

Ban. 

35: 

Cities  Service 

Charles  1  Waidelich  S3 

477 

14 

48 

539 

31 

1 

Columbus,  Ohio 

Operat 

58" 

Citizens  &.  Sthrn  Ga 

Bennett  A  Brown  ;  1 

238 

16 

60 

314 

27 

4 

Kings  tree  SC 

Ban! 

MS 

Citizens  Fidelity 

I  David  Grissom  43 

258 

- 

258 

9 

5 

Portsmouth,  Ohio 

_ 

340 

Cirv  Federal  S  &  L 

Gilbert  G  Roessner  ^ 

256 

84 

214 

— 

534 

41 

12 

Irvmgton,  NJ 

Ban! 

6 

City  Investing  George  T  Scharffenberger  63 

844 

17 

141 

2,415 

3,417 

16 

16 

Ridgewood,  Nl 

Opera  o 

*75 

(  1  arL  Fnninmpnt 

V.    Idl  A  LJUIL/llltlll 

lames  R  Rinehart  (51) 

350" 

30 

400 

1 

1 

Hackensack,  NJ 

b54 

(  !c\  cIjrJ  Elec  Ilium 

Robert  M  Ginn 

230 

16 

j 

253 

33 

3 

Detroit.  Mich 

Techa 

332 

Coastal  Corp 

Oscar  S  V*\att  |r  5" 

s62 

— 

- 

564 

26 

26 

Beaumont,  Tex 

Foul 

104 

Coca*  Col  a 

Roberto  C  Goizueta  5  '. 

936 

26 

— 

42 

1,023 

28 

1 

Cuba 

Techn 

126 

C  nl  cat     P  jlm  nli  vp 

Keith  Crane  61 

635 

19 

277 

— 

931 

45 

3 

New  Zealand 

Marke 

235 

Colonial  Penn  Croup 

John  I  MacV\  illiams  5  3 

425 

24 

248 

698 

13 

12 

Syracuse,  NY 

Admmistrai 

68 

Colt  Industrie's 

George  A  Strichman  ? 

701 

195 

375 

1270 

19 

19 

Schenectady,  NY 

Admirustrai 

»97 

Columbia  Gas  System 

W  Frederick  Laird  *2 

355 

23 

— 

378 

30 

1 

London.  Ohio 

d 

321 

Combined  Intemail 

''Clement  Stone  5— 

539 

— 

— 

5"~ 

31 

Evanston,  Dl 

;-s_'a 

"4 

Combustion  Eng 

Arthur  I  *>an*rv  Jr  ~; 

858 

— 

370 

— 

1228 

26 

19 

Brookline  Mass 

""2 

Commerce  Bancshrs 

lames  M  Kemper  |r  SI 

154 

8 

162 

35 

15 

Kansas  City,  Mo 

Bank 

fj92 

Commerce  Clearing 

Richard  T  Merrill  5-1 

211 

16 

227 

29 

2 

Chicago.  Ill 

Admirustrai 

(>79 

l6Commerce  Lnion 

\S  illiam  F  Eanhman  — 

207 

22 

7 

— 

236 

28 

10 

Nashville  Term 

%?> 

Commercial  Metals 

Stanley  A  Rabin  '- ■* 

420 

— 

36 

— 

436 

12 

3 

New  York,  NY 

667 

Commonwlth  Edison 

lames  I  0  Connor  -i5 

239 

6 

— 

— 

245 

18 

2 

Chicago.  Ill 

Adrnimstztt 

585 

Comsat 

Joseph  V  Charvk  61' 

305 

10 

315 

19 

12 

Canmore.  Can 

Administrat 

491 

Computervision 

Martin  .Allen  51 

365 

5 

15 

384 

13 

13 

Des  Moines,  Iowa 

Foun 

84 

ConAgra 

Charles  M  Harper 

365 

116 

214 

279 

1,173 

7 

6 

Lansing,  Mich 

Administrat 

t>40 

Consolidated  Edison 

Arthur  Hauspurg  ^" 

253 

O 

— 

— 

261 

lo 

New  York  NY 

Techm 

91 

Consolidated  Foods 

John  H  Bryan  |r  -15 

932 

9 

145 

11 

1,09" 

22 

West  Point.  Miss 

A-— :r.:s  :rat 

127 

Con  sol  Freights  av* 

Ra\mond  F  O  Brien  60 

490 

29 

274 

140 

9  34 

24 

5 

Atchison  Kan 

Final 

563 

Consol  Natural  Cas 

George  I  Tankerslev  ^1 

310 

17 

327 

15 

3 

Ruston.  La 

AdrmnistxM 

55" 

Consumers  Power 

lohn  D  Selby  60 

321 

8 

— 

328 

7 

4 

Odebolt,  Iowa 

T  =  ;rjj 

547 

'  Continental  Bancorp 

Rov  T  Peraino  54 

337 

— 

— 

— 

337 

24 

12 

Philadelphia,  Pa 

Final 

361 

Continental  Corp 

lohn  B  Ricker  |r  6-1 

410 

4 

22 

95 

531 

43 

6 

Augusta  Ga 

Insuxa 

346 

Continental  Group 

S  Bruce  Smart  Jr  ^9 

525 

1 

20 

546 

29 

1 

New  York,  NY 

Market* 

101 

Continental  Illinois 

Roner  E  Anderson  ^ 

739 

14 

112 

160 

1,026 

35 

9 

Chicago.  Hi 

Bank 

281 

'^Continental  Telecom 

Charles  \\ohlstetter  "1 

349 

31 

42 

621 

21 

10 

New  York  NT 

Final 

239 

Control  Data 

\S  illiam  C  Norris  ,70 

687 

4 

— 

— 

691 

24 

24 

Red  Cloud  Neb 

Fount 

53 

Cooper  Industries 

Robert  Cizik  5 1 

658 

357 

329 

— 

1,344 

20 

7 

Scranton,  Pa 

r_-ai 

41" 

Coming  Glass  Works 

Amors  Houahton  Ir  55 

439 

9 

19 

467 

30 

18 

Coming,  NY 

Operat* 

568 

!*Cox  Communications 

Clifford  M  kirtland  Jr  (381 

324 

1 

325 

18 

8 

Buffalo.  NY 

Fina. 

168 

CPC  International 

|ame>  W  McKee  |r 

525 

11 

221 

83 

840 

35 

9 

Pittsburgh.  Pa 

Final 

473 

Crane 

Thomas  M  Evans  "1 

403 

— 

— 

— 

403 

23 

23 

Pittsburgh,  Pa 

Fmai 

"34 

Crav  Research 

lohn  A  Rollwagen  -: 

180 

— 

13 

— 

193 

6 

1 

Minneapolis,  Minn 

Market! 

13 

Crocker  National 

Thomas  R  Wilcox  65 

432 

62 

1,911 

2.405 

8 

8 

New  York  NY 

Bank) 

463 

Crown  Central  Petrol 

Henrv  A  Rosenberg  |r  52 

411 

11 

422 

29 

11 

Pittsburgh  Pa 

Administnti 

"4* 

Crowe  Cork  &.  Seal 

lohn  F  Connelly  \TT] 

180 

1 

- 

- 

181 

15 

25 

Philadelphia.  Pa 

Sa 

669 

Crown  Zellerbach 

William  T  Creson  ?I 

Q 

244 

5 

Lafayette.  Ind 

Techn* 

283 

Crum  &.  Forster 

B  P  Russell  6Z 

462 

10 

148 

620 

40 

11 

Fort  Worth,  Tex 

136 

CSX 

*Prime  F  Osborn  III  (66) 

647 

1 

254 

903 

30 

5 

Greensboro,  Ala 

La 

390 

Culbro 

Edgar  M  Cullman  64 

470 

23 

493 

38 

i9 

New  York,  NY 

A-..  .i.-.i>::a  11 

f>35 

Cullen  Frost  Bankers 

Thomas  C  Frost 

251 

13 

264 

31 

11 

San  Antonio  Tex 

*CEO  loined  company  in  1981, 

saiary  annualized. 

For  For 

:  i :. :  r.-  see  ra;e  "4 

:^Succeec 

r.  W 

ent  Stone,  3 '2/82- 

"Formerly  Tennessee  Valley  Bancorp. 
"Formerly  Continental  Bank. 
■Formerly  Continental  Telephone. 
"Fonnerly  Cox  Broadcasting. 
-Succeeded  by  Hays  P.  Watkins.  5/1/82. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Business 

ik 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

background 

2 

Cummins  Engine 

Henry  B  Schacht 

(47] 

873 

36 

645 

8 

1,561 

17 

12 

Erie,  Pa 

Administration 

3 

Curtiss-Wright 

T  Roland  Berner 

(73) 

409 

106 

128 

642 

22 

22 

New  York,  NY 

Legal 

6 

Dana 

(  Vr  tl(!  R  MWrhpll 
Vjcrdiu  o  iviiinicll 

1541 

582 

12 

121 

715 

38 

2 

Goderich,  Can 

Operations 

0 

Dart  &  Kraft 

lulin   \1   1/  [  I'll  in  'i  ii 
JUI111    *l  I\  it  1 1 11 1*1 11 

[541 

720 

134 

— 

854 

27 

3 

New  York,  NY 

Legal 

6 

Data  General 

LUMfll  U  UCV^dslIU 

431 

206 

175 

381 

14 

14 

Plainfceld,  N| 

Founder 

['7 

Datapoint 

Harold  E  O'Kelley 

(57) 

361 

23 

160 

544 

9 

9 

Jacksonville,  Fla 

Technical 

1 

Dayton-Hudson 

William  A  Andres 

(55) 

617 

20 

655 

1,292 

23 

5 

Fayette,  Iowa 

Retailing 

2 

Dayton  Power  &  Light 

Robert  E  Frazer 

I  DO] 

193 

10 

— 

203 

7 

4 

Detroit,  Mich 

Finance 

4 

Deere 

Willi  in*   A  Hpwitt 
VV  lllldlll  r\  ricwiii 

[671 

502 

53 

— 

103 

659 

33 

27 

San  Francisco,  Cal 

Marketing 

3 

Delmarva  Power  &  Lt 

'v  *  III"   i*a  V-U11I3 

'53) 

102 

3 

105 

4 

1 

Holyoke,  Mass 

Administration 

3 

Delta  Air  Lines 

David  C  Garrett  |r 

(59) 

546 

3 

38 



587 

35 

4 

Norris,  SC 

Operations 

9 

Deluxe  Check  Printers 

Eugene  R  Olson 

(56) 

178 

35 



_ 

212 

38 

4 

St  Paul,  Minn 

Marketing 

1 

Deposit  Guaranty 

2,Warren  A  Hood 

65) 

94 

4 

15 

— 

112 

4 

2 

Copiah  County,  Miss 

Administration 

3 

Detroit  Edison 

\A '-liter  1           (    irl  lit  If 

Wfiiici  |  i'K  v  J i  u i y  1 1 

57) 

247 

247 

18 

1 

New  York,  NY 

Operations 

3 

DETROITBANK 

Donald  R  iVlandich 

JO  f 

290 

7 

z 

-  z 

296 

31 

1 

Milwaukee,  Wise 

Banking 

8 

Diamond  Intl 

William  J  Koslo 

(52) 

328 

16 

_ 

344 

27 

5 

Mt  Carmel,  Pa 

Sales 

0 

Diamond  Shamrock 

William  H  Bricker 

;50) 

750 

22 

12 

784 

13 

5 

Detroit,  Mich 

Marketing 

'5 

Digital  Equipment 

r\<  Mill  IM  11  WIDclI 

56) 

485 

— 

— 

485 

24 

24 

Bridgeport,  Conn 

Founder 

5 

Dillingham 

'    ll.-rlti'rt   (     (  iirtini>Mi> 
1  H  lilt  11  V^-  I  (Mil  LH  IK 

OZ  | 

510 

44 

367 

i  420 

2,341 

12 

5 

Cincinnati,  Ohio 

Administration 

7 

Dillon  Cos 

U  n    1    Mill. in  lr 

158) 

270 

14 

284 

35 

19 

Hutchinson,  Kan 

Retailing 

.2 

Walt  Disney 

E  Cardon  Walker 

(66) 

344 

92 

24 

_ 

460 

44 

5 

Rexburg,  Ida 

Marketing 

2 

Dominion  Bankshares 

Warner  N  Dalhouse 

;48) 

174 

C 

_ 

_ 

179 

26 

1 

Roanoke,  Va 

Marketing 

■  2 

Donaldson,  Lufkin 

Richard  H  fenrette 

709 

— 

580 

— 

1,289 

22 

8 

Raleigh,  NC 

Founder 

1 

R  R  Donnelley  &  Sons 

(  U  trie*.  IV  I   ilr  Ir 

64) 

462 

13 

207 

— 

682 

36 

18 

La  Porte,  Ind 

Production 

.2 

Dover 

a r v  I  RmiKok 

Vj  a  1  y  L,  I\UUUU3 

45) 

385 

3 

140 

528 

11 

1 

Denver,  Colo 

Operations 

'0 

Dow  Chemical 

Paul  F  Oreffice 

(54) 

446 

55 

20 

94 

614 

29 

4 

Italy 

Finance 

;8 

Dow  (ones 

Warren  H  Phillips 

(56) 

461 

150 

188 

330 

1,130 

35 

7 

New  York,  NY 

Journalism 

:l 

Dravo 

DnKort   1  1  i  i  ■  L  i  •  i  TIT 

332 

6 

12 

113 

463 

34 

17 

Pittsburgh,  Pa 

Sales 

9 

Dresser  Industries 

John  V  lames 

63] 

378 

12 

1,187 

1,064 

2,640 

24 

12 

Plains  Township,  Pa 

Finance 

18 

E I du  Pont 

Edward  G  Jefferson 

,OU] 

727 

160 

887 

31 

1 

England 

Technical 

,8 

Duke  Power 

"Carl  Horn  Jr 

60) 

277 

24 

28 

328 

28 

11 

Rutherfordton,  NC 

Legal 

'9 

Dun  &  Bradstreet 

Harrington  Drake 

(62) 

650 

61 

16 

486 

1,213 

34 

7 

Kansas  City,  Mo 

Marketing 

18 

Duquesne  Light 

John  M  Arthur 

1  col 

194 

5 

— 

199 

37 

13 

Pittsburgh,  Pa 

Operations 

.8 

Eastern  Air  Lines 

Frank  Borman 

,  3"+  J 

341 

44 

45 

430 

12 

6 

Gary,  Ind 

Technical 

\2 

Eastern  Gas  &  Fuel 

William  J  Pruyn 

(CQl 

1  J7  ) 

385 

4 

33 

422 

30 

4 

Boston,  Mass 

Finance 

.7 

Eastman  Kodak 

Walter  A  Fallon 

(64] 

806 

7 

28 

_ 

842 

40 

10 

Schenectady,  NY 

Production 

i7 

Eaton 

E  Mandell  de  Windt 

(61) 

624 

25 

2 

651 

40 

12 

Grt  Barnngton,  Mass 

Operations 

'8 

Jack  Eckerd 

Stewart  Turley 

ld7\ 

354 

22 

27 

109 

513 

15 

7 

Mt  Sterling,  Ky 

Administration 

11 

EG&G 

|l,,r„  ,.,|    I   (  |'L 

ntrnaru  i  \j  i\eeie 

/AT  I 

539 

27 

566 

34 

17 

Providence,  RI 

Technical 

)3 

El  Paso 

iravis  n  rciiy 

t  A,  1  1 
|0  1  J 

565 

33 

z 

155 

753 

36 

3 

Clarksville,  Tex 

Administration 

12 

El  Paso  Electric 

Evern  R  Wall 

(49) 

154 

20 

11 

_ 

185 

25 

6 

Borger,  Tex 

Technical 

V)  Electronic  Data  Systems 

Morton  H  Meyerson 

;44) 

374 

_ 

730 

1 

1,105 

16 

3 

Fort  Worth,  Tex 

Administration 

19 

Emerson  Electric 

Charles  F  Knight 

(46) 

910 

31 

454 

— 

1,395 

9 

8 

Lake  Forest,  111 

Administration 

>3 

Emhart 

T  Mitchell  Ford 

(61) 

575 

8 

27 

610 

23 

12 

Albany,  NY 

Legal 

>4 

Energy  Reserves  Gp 

Richard  W  Volk 

(46) 

215 

8 

24 

247 

9 

9 

Denver,  Colo 

Technical 

)9 

Engelhard 

Irving  D  Isko 

(54) 

706* 

1 

294 

1,001 

25 

1 

New  York,  NY 

Legal 

>3 

ENSERCH 

William  C  McCord 

(54) 

542 

23 

62 

222 

850 

33 

11 

San  Antonio,  Tex 

Technical 

12 

Entex 

fackson  C  Hinds 

(60) 

239 

14 

8 

261 

13 

10 

Brownsville,  Tex 

Legal 

)0 

Equimark 

William  E  Bierer 

(52) 

209 

8 

3 

220 

13 

3 

Uniontown,  Pa 

Banking 

a 

Equitable  Bancorp 

H  Grant  Hathaway 

(54) 

144 

4 

148 

27 

1 

New  York,  NY 

Banking 

Because  of  spinoff,  salary  and  bonus  annualized.  'For  Forbes  definitions  and  methodology  see  page  74. 

2lSuccecded  by  [ohn  P.  Maloney,  1/1/82 
"Succeeded  by  (.  Joseph  Casey,  1/1/82. 
"Succeeded  by  William  S.  Lee,  4/30/82. 
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Who  Gets  The  Most  Pay 


Compensation  i$000' 


Years  serv  ed 


salary  & 

contin- 

stock 

with 

as 

Busi 

(ank 

Compan\ 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

backgrc 

779 

Equitable  of  Iowa 

Kenneth  R  Austin  62' 

152 

1 

— 

— 

153 

34 

12 

Keosauqua,  Iowa 

Administr; 

54 

Esmark 

Donald  P  Kelly  (601 

820 

138 

384 

— 

1.342 

28 

4 

Chicago,  111 

Fin 

442 

Ethvl 

Floyd  D  Gottwald  Jr  [59) 

429 

17 

— 

— 

446 

39 

12 

Richmond,  Va 

Administr; 

r.  >  j  11  >  ri uu uli? 

Monford  A  Orloff  168! 

593 

593 

24 

19 

Omaha.  Neb 

1 

372 

Ex-Cell-O 

E  Paul  Casey  (52) 

385 

112 

19 

— 

517 

4 

1 

Boston,  Mass 

Administr; 

46 

Exxon 

Clifton  C  Garvin  Jr  60 

1,006 

114 

292 

— 

1,411 

35 

6 

Portsmouth,  Va 

Techi 

355 

Fairchild  Industries 

Edward  G  Uhl  {641 

483 

51 

— 

— 

534 

21 

21 

Elizabeth,  MJ 

Administri 

600 

Farm  House  Foods 

Richard  Y  Fisher  |49! 

256 

9 

34 

299 

13 

13 

Milwaukee,  Wise 

Fou 

^77 

fir  m  ufv  (.rnnn 

Richard  G  Lindsley  60' 

465 

50 

515 

31 

3 

Nlinneapolis  \linn 

Insur 

781 

Federal  Co 

R  Lee  Taylor  n  (41) 

150" 

— 

— 

150 

16 

1 

Memphis,  Term 

Administra 

471 

Federal  Express 

Frederick  W  Smith  37 

390 

17 

2 

— 

408 

11 

11 

Marks.  Miss 

Fou 

630 

Fedl  Natl  Mortgage 

David  O  Maxwell  [52] 

225" 

12 

33 

— 

270 

1 

1 

Philadelphia,  Pa 

L 

222 

Federated  Dept  Stores 

Howard  Goldfeder  56 

530 

114 

33 

43 

719 

35 

1 

New  York,  NY 

Reta: 

294 

Finplrnr 

Raymond  I  Dempsev  -*T 

346 

27 

237 

610 

3 

3 

Yonkers,  NY 

Ban 

676 

Fidelity  Financial 

Adolph  C  Mever  Jr  (57) 

228 

9 

— 

237 

19 

13 

Oakland,  Cal 

c 

6^1 

Fidelity  Union  Bncp 

Peter  Cartmell  (61 ) 

241 

— 

— 

242 

36 

2 

Scotland 

Ban. 

533 

Fin  Corp  of  America 

Charles  W  knapp  47 

329 

21 

— 

— 

349 

9 

7 

Honolulu  Haw 

Fin; 

745 

Fin  Cp  Santa  Barbara 

David  L  Tilton  (55) 

181 

3 

— 

— 

183 

30 

16 

Santa  Barbara.  Cal 

Fuu 

656 

niidiiLiai  rcuciduuit 

William  I  Pnnpinv 

250" 

250 

1 

1 

NA 

Ban! 

797 

Financial  General 

24B  Francis  Saul  11 (50! 

— 

— 

— 

725 

4 

1 

Washington.  DC 

Ban! 

120 

Firestone 

John  J  Nevin  55 

609 

— 

345 

— 

954 

i 

1 

Jersey  City,  NJ 

Marke 

544 

First  Alabama  Bshs 

Frank  A  Plummer  "0 

311 

30 

— 

— 

341 

17 

11 

Richland,  NY 

Ban! 

561 

First  American 

Kenneth  L  Roberts  49 

270 

3 

53 

2 

327 

6 

5 

Dungannon,  Va 

Ban! 

701 

F 1  rv t  A  mprirj n  Rant 
r  1  i  s  \  .t.1  1 1  c  1 1  l  j  1  i  Ddiih 

lampi  FT  Fliinr an 

220 

220 

32 

12 

\4  an  1  snn        1  w 

.'IdUlJUll,     **  IJv. 

Ban] 

645 

First  &  Merchants 

C  Coleman  McGehee  5" 

244 

15 

— 

— 

259 

33 

8 

Franklin,  Va 

Ban] 

343 

First  Atlanta 

Thomas  R  Williams  (53] 

368 

26 

37 

120 

550 

9 

6 

Atlanta,  Ga 

Ban! 

612 

First  Bank  Svstem 

George  H  Dixon  (61' 

290 

— 

— 

— 

290 

5 

1 

Rochester.  NY 

Fuu 

47 

First  Boston 

George  L  Shinn  ^9 

950 

24 

436 

— 

1,410 

7 

7 

Newark,  Ohio 

Investm 

696 

Fir^f  f^harfpr  FinJ 

l  11  3  I  • —         I  It  1    X  1UI 

S  Mark  Taner  sO 

225 

225 

27 

27 

233 

First  Chicago 

Barn  F  Sullivan  5 1 

574 

127 

— 

700 

1 

Bronx,  NY 

Ban! 

240 

First  City  Bancorp 

lames  A  Elkins  Jr  63 

446 

17 

147 

76 

686 

40 

19 

Galveston.  Tex 

Bank 

766 

First  Empire  State 

Claude  F  Shuchter  59 

166 

— 

— 

166 

23 

5 

Chicago,  111 

Bank 

438 

First  Executive 

Fred  Can  ;  1 

443 

5 

— 

— 

448 

7 

7 

Los  Angeles,  Cal 

Finan 

796 

First  Florida  Banks 

Vi  p  <  f  p  r  H  F  p  rtn  i  c  n  n  ~* 

\_  11C  31  CI    l  L    III.  u      .'1.  J 

g 

g26 

10 

10 

nUIEI  It.  L15,  vj a 

L« 

492 

First  Hawaiian 

John  D  Bellinger  [591 

256 

20 

108 

— 

384 

40 

12 

Honolulu,  Haw 

Bank 

188 

First  Interstate  Bncp 

[oseph  I  Pinola  (57) 

487 

17 

75 

208 

787 

6 

4 

Pittston,  Pa 

Bank 

622 

First  Kentucky  Natl 

A  Stevens  Miles  ?2 

266 

10 

— 

— 

276 

28 

7 

Louisville,  Ky 

Bank 

624 

First  Maryland  Bncp 

J  Owen  Cole  (53' 

261 

7 

7 

275 

25 

8 

Rutherfordton,  NC 

Admuustrat 

511 

First  \.atl  Ftanrnm 

ThpnHnrp  D  Hrnwn  ^f) 

1  IICUUUIC  U  DIUnU  A"-' 

333 

18 

14 

365 

12 

Denver,  Colo 

Bank 

386 

First  Natl  Boston 

Richard  D  Hill  (62) 

378 

39 

82 

— 

499 

36 

10 

Salem,  Mass 

Bank 

681 

First  Natl  Charter 

Gordon  E  Wells 

230 

5 

— 

— 

235 

30 

5 

Hamburg,  Iowa 

Bank 

687 

First  Natl  Cine 

William  N  Liggett  65 

230 

— 

— 

— 

230 

34 

11 

Ripley,  Ohio 

Bank 

651 

First  Natl  State  Bncp 

Roben  R  Ferguson  Ir  ;^ 

255 

— 

— 

255 

32 

9 

Savannah,  Ga 

Bank 

632 

First  Natl  Supermkts 

Richard  1  Bogomolnv  47 

263 

4 

268 

9 

7 

Cleveland,  Ohio 

Admmistrat 

697 

First  Oklahoma  Bncp 

Charles  A  Yose  Jr  |38) 

176 

9 

39 

225 

17 

1 

Clinton,  Iowa 

Bank 

712 

First  Pennsylvania 

George  A  Butler  54 

200 

9 

209 

32 

Westmont,  NJ 

Bank 

629 

First  Security 

"  George  S  Eccles  i82! 

270 

270 

60 

36 

Baker,  Ore 

Foun 

596 

First  Tennessee  Natl 

Ronald  A  Terry  51' 

284 

17 

301 

25 

8 

Memphis,  Tenn 

Bank 

440 

First  Union 

C  Clifford  Cameron  162) 

288 

46 

90 

23 

447 

18 

15 

Meridian,  Miss 

Bank 

602 

First  United  Bancorp 

Paul  W  Mason  (61) 

285 

12 

297 

20 

12 

Wichita,  Kan 

Bank 

"CEO  ioined  company  in  1981,  salary  annualized. 
"Salary  annualized. 
NA:  Not  available. 


For  Forbes  definitions  and  methodology  see  page  74. 
^Succeeded  by  Roben  G.  Stevens,  4/14/82. 
-"Director's  fees  only. 
■^Director's  tees  only;  excludes  fees  paid  to  law  firm  of  which  Mr.  Fergus 

is  a  partner. 

"Deceased.  Succeeded  by  Spencer  F.  Eccles,  1/25/82. 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

J 

salary  & 

contin- 

stock 

with 

as 

Business 

nk 

f^Afrinan  v 

v  v '  1 1 1  i_/u  1 1  v 

(  hit»f  t* v i'c 1 1 1  i  vc  i 

V  lllll    I  AIL  UU  V  C  1 

age) 

bonus 

benefits 

gent' 

gains1 

total 

CO. 

t_r.U 

Place  of  birth 

background 

-   

2  A 

First  Virginia  Banks 

Thomas  K  Malone  (r 

/Al  1 
pZJ 

zzy 

i 





230 

31 

3 

Burlington,Vt 

Banking 

5  1 
>  1 

Ptrct  Uiucanun 

Hal  C  kiiphl 
rid i  v  i\  uc in 

/cot 
pyj 

i7 



9 

ZOV 

34 

4 

Davenport,  Iowa 

Banking 

an 

r  1      1 1  lUt  1 1 

Alfred  R  Manvillo 
s\urcu  i\  iTidii vine 

(65) 

^AO 

— 

25 

>ll  1 

10 

2 

Carbondale,  Fa 

Technical 

no 

Fisher  Foods 

Carl  Fazio 

f  A^l 

\0  3J 

6 

366 

17 

1 

Italy 

Retailing 

S8 

J 

Flagship  Banks 

Philip  F  Searle 

(57| 

201 

28 

229 

7 

7 

Kansas  City,  Mo 

Banking 

Fleet  Financial 

29 

John  1  Cummings  \i 

KOI 

oZO 

6 

39 



373 

35 

11 

Providence,  RI 

Finance 

1  c 
1  7 

Fleming  Cos 

Richard  D  Harrison 

1501 

9 

14 



362 

28 

16 

1,1.      T                       (^i*...       I  1.1 

bait  Lake  City,  Utah 

Legal 

7/ 

Flickinger 

ferry  D  Metcalf 

tAA\ 

T  CC 
ZOO 

— 

15 

— 

300 

5 

1 

Hutchinson,  Kan 

Operations 

CA 

riignisdiciy  inn 

/\ioen  l-i  LJciiscni 

1  7C 

175 

31 

31 

Frankfort,  Ky 

Founder 

89 

Florida  Natl  Banks 

George  C  Whitner  Jr 

(59) 

121 

2 

123 

24 

1 

Jacksonville,  Fla 

Banking 

no 

rionua  rower  ot  ia. 

Marshall  McDonald 

OOA 

zyo 

14 

292 



10 

10 

Memphis,  Tenn 

Finance 

ZU 

^"  I- 1 1 1  r  j  i\  i  Pntnrpi.1. 

riunud  rrugic!>> 

nllUfcw  IT  miles  |i 

1501 

i  yz 

— 

12 



ZU  3 

30 

9 

Lake  Cityy  Fla 

Technical 

/:  c 
03 

Fluor 

1  Robert  Fluor 

10UJ 

Qfi  4 

yo4 

21 

278 

— 

1,283 

36 

14 

Santa  Ana,  Cal 

Finance 

/.Q 

07 

FMC 

Rnhfirt  N  W  i  1  n  r  I 
IVULICll  O  iTldlUll 

(55) 

637 

12 

608 

1  7C7 

I  ,Zj  / 

29 

10 

Boston,  Mass 

Operations 

34 

Ford  Motor 

Philip  Caldwell 

(62) 

440 

10 

450 

29 

2 

Boumeville,  Ohio 

Administration 

A7 

0  / 

Foremost*McKesson 

Thomas  E  Drohan 

(5,11 

Aft  7 

13 

23 

— 

t>Z  O 

20 

4 

Newton,  Mass 

Operations 

75 

run  nuwdiu  rapci 

Paul  1  Srhicrl 

I  dill   |     '1  IlK  1  1 

(471 

310 

82 

21 

103 

CIA 

18 

7 

Neenah,  Wise 

Legal 

uo 

Foster  Wheeler 

Louis  E  A//jto 

15  1  1 

ini 
zuz 

4 

87 

— 

Z/J 

30 

1 

Ma„,  v,,  _.l,  mv 

iNew  York,  IN  Y 

Technical 

i  n 

1U 

Freeport-McMoran 

Paul  W  Douglas 

1551 

A^  1 

362 

OOI 

29 

6 

Springfield,  Mass 

Marketing 

82 

Fruehauf 

Robert  D  Rowan 

(60) 

360 

21 

8 

390 

26 

8 

Holland,  Mich 

Finance 

in 

1U 

Gannett 

A  1 1  on  1-1  \Ioiin  irt  n 

/\nen  n  i\tuiunn 

(581 

[■JO  J 

A1  7 

42 

83 

— 

~7A1 

19 

9 

Eureka,  SD 

Journalism 

1 1 
1 1 

P  ATY 

v  j  .  \  1  A 

fames  I  Glasser 

|*+o  | 

A1A 

1 

39 

— 

A  7  A 

20 

3 

Chicago,  111 

Legal 

aa 

GEICO 

JtHlIP   |  I J  >  lilt 

I4-"! 

826 

136 

310 

— 

6 

6 

Paterson,  NJ 

Insurance 

1  A 

N  Bud  Grossman 

161 1 
|01 1 

25 

110 

CftA 

25 

25 

Minneapolis,  Minn 

Founder 

33 

General  American  Oil 

William  P  Barnes 

(62) 

237 

29 

266 

29 

4 

Marlin,  Tex 

Legal 

1  v 

General  Dynamics 

David  S  Lewis 

1  A/1  1 

4ZU 

75 



1,699 

1  1  04 

z,  iy4 

11 

11 

N  Augusta,  SC 

Administration 

c  3 

3  J 

General  Electric 

|onn  r  weicn  ft 

MAl 
140/ 

OZJ 

29 



5 

QCO 

toy 

21 

1 

Peabody,  Mass 

Technical 

General  Foods 

fames  L  Ferguson 

/CA1 

[jo] 

■+yy 

33 

— 

— 

C30 

19 

8 

Evanston,  111 

Marketing 

General  Instrument 

Frank  G  Hickey 

p4) 

AT/1 
OZH 

8 

4,637 

C  "7 AO 

17 

7 

Stevens  Pt,  Wise 

Marketing 

53 

General  Mills 

H  Brewster  Atwater  Jr 

(51) 

572 

21 

67 

659 

24 

1 

Minneapolis,  Minn 

Marketing 

yz 

General  Motors 

KOger  d  -Mniin 

/  C  A  i 

i  jO| 

A7C 

— 

14 

— 

AftO 
40" 

32 

1 

Columbus,  Ohio 

Finance 

oenerai  ruonc  uins 

wniiam  ij  Kunns 

1  Aft 

2 





^cn 

26 

15 

Milwaukee,  Wise 

Finance 

n*} 

General  Re 

Harold  I  Hudson  Jr 

/Cfil 

/i  ftn 

6 

269 

— 

7CC 

26 

11 

Kansas  City,  Mo 

Legal 

ft  A 
oO 

General  Signal 

Nathan  R  Owen 

[Oo  J 

AT  1 
OZ 1 

17 

154 

701 

21 

20 

Dumt  rims,  in  i 

Technical 

78 

General  Tel  &  Elec 

Theodore  F  Brophy 

(59) 

787 

17 

804 

24 

6 

New  York,  NY 

Legal 

AC 

ijt*ni  lire  ©i  KUDoer 

lYiicnaei  \j  \j  r\en 

AC\\ 

8 

6 

— 

die 

413 

36 

22 

Akron,  Ohio 

Administration 

ftft 

Genuine  Parts 

Wilton  Looney 

/AH 

oU  1 

12 





111 
j  13 

43 

20 

Vanna,  Ga 

Operations 

1  ft 
lo 

Georgia*  Pacific 

Robert  E  Flowerree 

/Al  1 
pi) 

^71 

14 

80 

— 

AAA 

30 

5 

New  Orleans,  La 

Operations 

o/ 

Geosource 

jonn  li  riatt 

ic  1 1 

\bi) 

31 

90 

519 

1  1  to 

3 

3 

Kingston,  Pa 

Technical 

76 

Getty  Oil 

Sidney  R  Petersen 

(51) 

575 

51 

627 

27 

2 

Oakland,  Cal 

Finance 

n*> 
•uz 

Giant  Food 

Israel  Cohen 

/AO! 

44y 

6 

11 

136 

Am 

0U1 

46 

4 

Israel 

Founder 

Gibraltar  Financial 

Herbert  J  Young 

/cm 

TOl 

ZU1 





— 

ZUl 

29 

13 

Los  Angeles,  Cal 

Administration 

in 

Gibraltar  Savings 

E  Michael  Lallinger 

'  AAl 

oof 

IC  1 

— 

— 

— 

331 

26 

18 

St  Louis,  Mo 

Finance 

O  1 

vjiiiette 

Colman  M  Mockler  Jr 

AC7 

3 

48 

cn7 

311/ 

24 

7 

St  Louis,  Ivlo 

Finance 

.18 

Girard 

William  B  Eagleson  Jr 

;56) 

257 

26 

283 

30 

7 

Philadelphia,  Pa 

Finance 

08 

Global  Marine 

C  Russell  Luigs 

(49) 

450 

28 

478 

5 

5 

Evansville,  Ind 

Administration 

.99 

Golden  West  Finl 

"Herbert  M  Sandler 

50) 

221 

221 

18 

18 

New  York,  NY 

Founder 

.28 

B  F  Goodrich 

John  D  Ong 

(48) 

438 

4 

13 

455 

21 

2 

Ulnchsville,  Ohio 

Legal 

30 

Goodyear 

Charles  J  Pilliod  Jr 

163) 

836 

83 

919 

41 

8 

Cuyahoga  Falls,  Ohio 

Sales 

59 

Gould 

William  T  Ylvisaker 

(58) 

721 

43 

90 

854 

14 

14 

St  Paul,  Minn 

Administration 

'For  Forbes  definitions  and  methodology  see  page  74. 
"Formerly  Industrial  National. 
"Succeeded  by  }.  Terrence  Murray,  5/1/82. 
"'Formerly  Florida  Power. 

"Compensation  by  Imperial  Corp  of  America  prior  to  spinoff. 
"Office  jointly  held  with  Marion  O.  Sandler. 
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Who  Gets  The  Most  Pay 

 I 


(  ompensation  [S0001 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Busine 

.Is 

Company 

Chief  executive  (age) 

bonus' 

benefits' 

gent' 

gains' 

total 

CO. 

CEO 

Place  of  birth 

backgrouc 

7 

W  R  Grace 

|  Peter  Grace 

(69) 

1,486 

63 

261 

523 

2,333 

45 

36 

Manhasset,  NY 

Finam 

9 

W  W  Grainger 

David  W  Grainger 

154) 

333 

43 

— 

— 

376 

32 

8 

Chicago,  111 

Admimstratu 

0 

Great  Atl  &  Pac  Tea 

lames  Wood 

(52) 

700* 

177 

— 

877 

2 

2 

England 

Retailn 

4 

Gt  Northern  Nekoosa 

Robert  Hellendale 

64) 

370 

8 

i  n 
1U 

388 

*>Q 

O 

New  York,  NY 

Lea 

7 

Gt  Western  Financial 

lames  F  Montgomery 

47) 

325 

6 

10 

108 

449 

6 

3 

Topeka,  Kan 

Finan. 

6 

Greyhound 

John  W  Teets 

(48) 

359 

42 

7 

414 

18 

1 

Elgin,  III 

Administratu 

7 

Grumman 

John  C  Bierwirth 

;58) 

318 

10 

21 

12 

361 

9 

7 

Lawrence,  NY 

Fmaro 

5 

Gulf  &  Western  Inds 

Charles  G  Bluhdorn 

,55) 

1,424 

9 

— 

1,433 

26 

24 

Austria 

Foundl 

8 

Gulf  Oil 

lames  E  Lee 

,60) 

664 

13 

8/ 

763 

Af\ 

4U 

1 
1 

Kiln,  Miss 

Operatioi 

5 

Gulf  States  L'tils 

JJW  Donham  Crawford 

59) 

286 

11 

23 

319 

4 

4 

Little  Rock,  Ark 

Administran 

6 

Gulf  United 

E  Grant  Fitts 

|66| 

900 

53 

266 

— 

1,219 

14 

14 

Montevallo,  Ala 

L« 

2 

Halliburton 

John  P  Harbin 

;64) 

666 

145 

215 

1,025 

33 

10 

Waxahachie,  Tex 

Finani 

0 

Hammermill  Paper 

Albert  F  Duval 

(61) 

314 

7 

12 

235 

568 

22 

11 

Holyoke,  Mass 

Marketir 

6 

Harris  Bankcorp 

Charles  M  Bliss 

(60) 

310 

29 

339 

1Q 

jfl 

4 

Evanston,  111 

Bankir 

3 

Harris  Corp 

Joseph  A  Boyd 

|61) 

601 

216 

725 

1,542 

20 

4 

Oscar,  Ky 

Technic 

9 

Harsco 

Jeffrey  J  Burdge 

|60| 

336 

12 

135 

— 

483 

28 

5 

England 

Financ 

3 

Hartford  National 

Robert  L  Newell 

|59| 

264 

6 

36 

16 

322 

36 

6 

Hartford,  Conn 

Bankir 

1 

H  |  Heinz 

Anthony  J  F  O'Reilly 

(46) 

674 

10 

232 

— 

916 

13 

2 

Ireland 

Leg; 

6 

Walter  E  Heller  Intl 

Franklin  A  Cole 

;56) 

290 

25 

315 

19 

1 1 

Park  Falls,  Wise 

Leg; 

4 

Helmerich  &  Payne 

Walter  H  Helmerich  III 

(59) 

218 

6 

9 



233 

33 

21 

Tulsa,  Okla 

Administrate 

4 

Hercules 

Alexander  F  Giacco 

(62) 

609 

41 

128 

19 

796 

40 

4 

Italy 

Technic; 

8 

Hershey  Foods 

William  E  C  Dearden 

159| 

410 

87 

140 

— 

636 

24 

6 

Philadelphia,  Pa 

Sale 

6 

Heublein 

Hicks  B  Waldron 

(58) 

587 

591 

129 

— 

1,307 

8 

1 

Amsterdam,  NY 

Operation 

9 

Hewlett-Packard 

John  A  Young 

1501 

493 

1 

38 

532 

23 

4 

Nampa,  Ida 

Technic* 

I 

Hilton  Hotels 

Barron  Hilton 

(54) 

436 

11 

— 

446 

27 

16 

Dallas,  Tex 

Administrate: 

7 

Holiday  Inns 

Michael  D  Rose 

|40) 

356 

443 

109 

55 

962 

8 

1 

Akron,  Ohio 

Operation 

0 

Homestake  Mining 

Harry  M  Conger 

(51) 

185 

13 

— 

— 

197 

6 

i 

Seattle,  Wash 

Technic* 

0 

Honeywell 

Edson  W  Spencer 

(56) 

483 

— 

57 

— 

541 

27 

7 

Chicago,  111 

Sale 

3 

George  A  Hormel 

Richard  L  Knowlton 

;50) 

327" 

5 

332 

33 

1 

Austin,  Minn 

Markenn, 

2 

Hospital  Corp  of  Am 

Donald  S  MacNaughton 

64) 

400 

3 





403 

3 

3 

Schenectady,  NY 

Insurano 

9 

Hospital  Trust 

Henry  S  Woodbridge  Jr 

(53) 

196 

1 

— 

— 

197 

27 

7 

Boston,  Mass 

Finana 

5 

Household  Intl 

Gilbert  R  Ellis 

166) 

912 

30 

— 

942 

47 

9 

Powersville,  Mo 

OperauoQi 

1 

Houston  Industries 

Don  D  Jordan 

(50) 

286 

24 

— 

311 

25 

5 

Corpus  Chnsti,  Tex 

Lega 

4 

Houston  Natural  Gas 

M  D  Matthews 

;58) 

257 

265 

18 

1 

Mt  Vernon,  Ark 

Finance 

1 

Hughes  Tool 

James  R  Lesch 

|60) 

501 

115 

101 

1,334 

2,052 

35 

2 

Apache,  Okla 

Administrate! 

1 

Humana 

David  A  Jones 

(50) 

587 

46 

14 

919 

1,566 

20 

20 

Louisville,  Ky 

Foundel 

6 

Huntington  Bancshs 

Frank  Wobst 

(48) 

321 

2 

6 

— 

329 

7 

1 

Germany 

Bankinj 

5 

E  F  Hutton  Group 

Robert  Fomon 

(57) 

700 

4 

29 

— 

733 

31 

11 

Chicago,  111 

Investment 

1 

IC  Industries 

William  B  Johnson 

(63) 

727 

66 

459 

1,251 

16 

16 

Salisbury,  Md 

Lega. 

4 

Illinois  Power 

Wendell  J  Kelley 

(56) 

197 

5 

5 



207 

32 

15 

Champaign,  111 

Technical 

2 

Imperial  Corp  of  Am 

JJG  Kenneth  Handley 

76) 

90 

19 

— 

— 

109 

2 

2 

Salt  Lake  City,  Utah 

Investment 

0 

Indiana  National 

Thomas  M  Miller 

[52) 

230 

6 

— 

— 

236 

27 

1 

Corydon,  Ind 

Banking 

3 

Indust  Valley  Bank 

Joseph  A  Gallagher 

(54) 

227 

3 

3 

— 

233 

23 

2 

Philadelphia,  Pa 

Banking 

3 

Inexco  Oil 

Erving  Wolf 

(56) 

177 

25 

202 

14 

14 

Kimball,  Neb 

Foundel 

5 

Ingcrsoll-Rand 

Thomas  A  Holmes 

(58) 

654 

37 

15 

137 

844 

32 

1 

Wilmington,  Mass 

Operations 

8 

Inland  Steel 

Frederick  G  Jaicks 

(63) 

505 

15 

520 

41 

10 

Chicago,  111 

Production 

5 

Intel 

Gordon  E  Moore 

(53) 

246 

246 

13 

7  . 

San  Francisco,  Cal 

Founded 

0 

Interco 

John  K  Riedv 

(661 

317 

11 

327 

48 

1 

Chicago,  111 

Operations 

8 

lnterFirst 

Elvis  L  Mason 

(48) 

567 

36 

154 

97 

854 

8 

1 

Vivian,  La 

Banking 

1 

IBM 

John  R  Opel 

(57) 

692 

301 

993 

32 

1 

Kansas  City,  Mo 

Sales 

Salary  portion  annualized.  'For  Forbes  definitions  and  methodology  see  page  74. 

"Succeeded  by  Paul  W.  Murnll,  3/1/82. 
^Succeeded  by  Matthew  [  Shevlin  Jr.,  5/4/82. 
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EXPRESS  MAIL  INTRODUCES 
MORE  FOR  LESS. 


THE  2-POUND  PAK 

EXTREMELY  URGENT 

RUSH  TO  ADDRESSEE 


The  2-Pound  Ptak. 
$9.35  overnight. 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  new  flat  rate  that  lets  you 
send  up  to  2  pounds  overnight,  anywhere  we 
go,  for  only  $9.35. 

It's  called  the  2-Pound  Pak,  and  it  actu- 
ally costs  less  than  some  carriers  charge  to 
send  a  few  ounces.  And  a  lot  less  than  the 
$20.00  or  so  they  charge  to  send  2  pounds.  So 
you  save  on  everything  from  the  lightest  let- 
ter to  a  big  2-pound  report. 

But  saving  is  just  one  reason  people  use 
Express  Mail  Next  Day  Service.  Reliability  is 


another.  We  now  deliver  70,000  overnight 
packages  and  letters  on  time,  every  day. 

And  Express  Mail  Service  is  easy  to 
use,  too.  We  have  convenient  drop  off  boxes 
in  dozens  of  locations  around  town.  You 
can  also  find  us  in  over  3,000  Post  Offices  in 
1,200  cities. 


So  for  important  overnight 
letters  and  packages,  try  the  new 
Express  Mail  2-Pound  Pak.  It  lets 
you  send  a  lot  more  overnight. 
For  less. 


©USPS  1982 


Who  Gets  The  Most  Pay 


Compensation  ($000) 


Years  served 


salary  & 

contin- 

stock 

with 

as 

Busir 

nk 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains1 

total 

CO. 

CEO 

Place  of  birth 

backgroi 

-to 

lull  ridvufa  oc  ri«& 

Henry  G  Walter  Jr  [711 

438 

9 

447 

19 

19 

New  York,  NY 

Ia 

44 

Intl  Harvester 

"Archie  R  McCardell  (551 

500 

64 

881 

1,444 

4 

4 

Hazel  Park,  Mich 

Fina 

^0 

JU 

III  11  IV1111C1  wis  Ob  v  iic in 

Richard  A  Lenon  (61) 

716 

40 

353 

279 

1,388 

14 

11 

Lansing,  Mich 

Fina 

Dl 

International  Paper 

Edwin  A  Gee  (62) 

610 

84 

63 

757 

4 

2 

Washington,  DC 

Techn 

59 

Intl  Tel  &  Tel 

Rand  V  Araskog  (50) 

963 

186 

77 

70 

1,296 

15 

2 

Fergus  Falls,  Minn 

Administrai 

70 

InterNorth 

Sam  F  Segnar  (54) 

656 

23 

144 

823 

21 

2 

Hope,  Ark 

Techni 

25 

Irving  Bank 

Gordon  T  Wallis  (62) 

572 

572 

41 

11 

Salt  Lake  City,  Utah 

Fina 

13 

IU  International 

John  Gilray  Christy  (49) 

583 

49 

107 

740 

10 

1 

Silver  Creek,  NY 

Operau 

S3 

Jefferson-Pilot 

W  Roger  Soles  (61) 

385 

4 

— 

389 

35 

14 

Whheville,  NC 

Investrn 

80 

Jewel  Cos  Weston  R  Christopherson  (57) 

406 

196 

22 

— 

624 

31 

2 

Walum,  ND 

Retail 

16 

Jim  Walter 

James  W  Walter  (59) 

286 

286 

36 

36 

Lewes,  Del 

Foucl 

15 

Johnson  &  Johnson 

James  E  Burke  (57) 

655 

147 

167 

969 

29 

5 

Rutland,  Vt 

Markeil 

18 

Johnson  Controls 

Fred  L  Brengel  (59) 

481 

69 

26 

8 

584 

34 

15 

Hicksville,  NY 

1 

98 

Joy  Manufacturing 

James  W  Wilcock  (64) 

508 

130 

102 

309 

1,048 

16 

14 

Dayton,  Ohio 

Markeil 

82 

K  mart 

Bernard  Yi  rauoer  py] 

500 

6 

— 

— 

506 

40 

2 

Botetourt  Cnty,  Va 

Retail  1 

35 

Kaiser  Alum  &  Chem 

Cornell  C  Maier  (57] 

545 

16 

561 

32 

9 

Herceid,  SD 

Operati  1 

97 

Kaneb  Services 

"James  R  Whatley  (56) 

432 

122 

498 

1,052 

27 

15 

Pittsburg,  Tex 

Administratl 

74 

Kansas  City  Pwr  &  Lt 

Arthur  J  Doyle  (59) 

153 

4 

157 

9 

2 

Boston,  Mass 

Lei 

94 

Kansas  Gas  &  Elec 

Wilson  K  Cadman  (55) 

94 

6 

— 

101 

31 

1 

Wichita,  Kan 

Administratl 

77 

Kellogg 

William  t  Lamothe  ( 55 ) 

600 

8 

18 

— 

627 

31 

3 

Brooklyn,  NY 

Markeil 

57 

Kemper 

Joseph  E  Luecke  (55) 

172 

3 

174 

30 

3 

Philadelphia,  Pa 

In  sura  1 

96 

Kerr-McGee 

Dean  A  McGee  (78) 

475 

8 

483 

45 

28 

Humboldt,  Kan 

Produce 

45 

Key  Banks 

Victor  J  Riley  Jr  (50) 

323 

18 

341 

18 

8 

Buffalo,  NY 

Final 

51 

Kidde 

Fred  R  Sullivan  (67) 

929 

103 

350 

1,382 

18 

18 

Fort  Wayne,  Ind 

Fina 

89 

Kimberly-Clark 

Darwin  E  Smith  (56) 

649 

— 

136 

— 

785 

24 

10 

Garrett,  Ind 

Lei 

38 

Knight-Ridder  News 

•  1...L   II   x"~>  1  i.  i  /  i  1 

Alvah  H  Chapman  Jr  (61) 

428 

4 

123 

555 

21 

6 

Columbus,  Ga 

Administrat 

80 

Koppers 

37Fletcher  L  Byrom  (63) 

300 

12 

6 

318 

34 

14 

Cleveland,  Ohio 

Product 

37 

Kroger 

Lyle  Everingham  (56) 

646 

7 

41 

694 

35 

4 

Flint,  Mich 

Retail 

94 

Lear  Siegler 

Robert  T  Campion  (61) 

550 

15 

492 

1,056 

24 

11 

Minneapolis,  Minn 

Fina: 

11 

Levi  Strauss 

Robert  T  Grohman  |57| 

401 

173 

654 

1,256 

2,484 

8 

1 

Hazelton,  Pa 

Administrat 

23 

Libbey-Owens-Ford 

Don  T  McKone  (60) 

275 

275 

33 

3 

Jackson,  Mich 

Administrat 

09 

Liberty  National 

John  W  McLean  (60) 

189 

20 

84 

292 

14 

14 

Okmulgee,  Okla 

Bank 

77 

Liberty  Natl  Ins  Hid 

Frank  P  Samford  Jr(61) 

265 

54 

319 

34 

15 

Montgomery,  Ala 

Le 

38 

Eli  Lilly 

Richard  D  Wood  (55) 

646 

18 

— 

28 

692 

32 

9 

Brazil,  Ind 

Market 

22 

Lincoln  First  Banks 

Alexander  D  Hargrave  (62) 

319 

— 

38 

— 

357 

19 

8 

Canandaigua,  NY 

Le 

78 

Lincoln  National 

Ian  M  Rolland  (49) 

358 

5 

32 

395 

26 

5 

Ft  Wayne,  Ind 

Insuraj 

19 

Litton  Industries 

FredWO'Green(61) 

621 

40 

294 

954 

19 

1 

Mason  City,  Iowa 

Techni 

56 

Lockheed 

Roy  A  Anderson  (61) 

402 

12 

17 

432 

25 

4 

Ripon,  Cal 

Final 

69 

Loews 

Laurence  A  Tisch  (59) 

488 

30 

— 

518 

22 

21 

Brooklyn,  NY 

Final 

51 

Lone  Star  Industries 

James  E  Stewart  (60) 

416 

19 

— 

— 

435 

29 

4 

Minneapolis,  Minn 

Admmistrat: 

17 

Long  Island  Lighting 

Charles  R  Pierce  (60) 

200 

5 

205 

32 

4 

Bar  Harbor  Me 

Le 

11 

Louisiana  Land 

John  G  Phillips  (59) 

443 

81 

66 

589 

30 

10 

Camden  Ark 

Final 

23 

Louisiana-Pacific 

Harry  A  Merlo  (57) 

353 

68 

37 

458 

32 

8 

Stirling  City,  Cal 

Market 

38 

LTV 

W  Paul  Thayer  (62) 

1,164 

84 

116 

144 

1,507 

33 

11 

Henryetta,  Okla 

Sa 

14 

Lubrizol 

Lester  E  Coleman  (51) 

379 

97 

110 

587 

27 

4 

Akron,  Ohio 

Techni 

85 

Lucky  Stores 

S  Donley  Ritchey  (48) 

498 

2 

501 

30 

2 

Derry  Township,  Pa 

Operatic 

43 

M/A-Com 

Dr  Lawrence  Gould  (51) 

324 

197 

372 

893 

28 

7 

Boston,  Mass 

Techni 

40 

R  H  Macy 

Edward  S  Finkelstein  (57) 

434 

12 

107 

343 

896 

33 

•1 

New  Rochelle,  NY 

Retail 

38 

Malone  &  Hyde 

Joseph  R  Hyde  HI  (39) 

189 

189 

17 

13 

Memphis,  Term 

Administratl 

00 

Mfrs  Hanover 

John  F  McGiilicuddy  (5 1 ) 

653 

15 

91 

759 

23 

3 

Harrison,  NY 

Le 

'For  Forbes  definitions  and  methodology  see  page  74. 
^Succeeded  by  Louis  W.  Menk,  5/3/82. 
36Succeeded  by  Michael  G.  Shoup,  4/30/82. 
37Succeeded  by  Charles  R.  Pullin,  6/1/82. 
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A  BLENDING  OF  ART  AND  MACHINE 

THE  JAGUAR  SERIES 

THE  BEST  JAGUAR  EVER  BUILT 


|:ie  poised  and  fluent  lines  of  Jaguar's 
J5ries  III  are  pure  sculpture.  Town  &  Country 
lys:  "...there  is  no  more  beautiful  car 
[)ing  made  anywhere  today!'  And  yet  the 
pst  beautiful  part  of  this  uncommon  car  is 
fe  effortless  way  in  which  its  advanced 
lechanical  systems  mesh  together  in  a 
inooth  flow  of  quick  handling,  vivid  re- 
i)onse  and  complete  luxury.  For  this  is, 
mply,  the  best  Jaguar  ever  built. 
The  superb  quality  of  the  Series  III  is 
'ident  from  the  moment  you  enter  the  car. 
le  leather  is  supple.  The  hand  matched 
lirl  walnut  veneers  are  magnificent.  And 
'erywhere  there  are  electronic  con- 
;niences  to  please  you:  power  sunroof;  a 
?lf  regulating  heating  and  air  conditioning 
'stem  that  maintains  your  preferred  tem- 


perature automatically;  cruise  control  and 
a  four  speaker  AM/FM  radio  with  scan 
tuner  and  cassette  player,  and  it  is  all  stan- 
dard equipment. 

Turn  the  key,  and  instantly,  the  advanced 
electronic  ignition  fires  Jaguar's  famous 
double  overhead  cam  six.  Digital  elec- 
tronic fuel  injection  and  a  separate  elec- 
tronic cold  start  enrichment  system  assure 
quick  startups  in  cold  weather. 

The  handling,  as  ever,  is  like  that  of  a 
sports  car.  The  Series  III  brings  you  the 
quick  response  of  power  rack  and  pinion 
steering.  It  moves  in  quiet  confidence  on 
four  wheel  independent  suspension.  And  it 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


stops  with  the  positive  authority  of  four 
wheel  power  disc  brakes. 

The  excellence  of  the  Series  III  is  not  a 
claim.  It  is  a  fact.  A  fact  backed  by  the  best 
warranty  Jaguar  has  ever  offered.  For  two 
years  or  36,000  miles,  whichever  comes 
first,  Jaguar  will  replace  or  repair  any  part 
which  proves  defective.  The  Pirelli  tires  are 
covered  by  the  tire  manufacturer's  war- 
ranty. Your  Jaguar  dealer  has  full  details  on 
this  1982  limited  warranty. 

Come,  drive  this  rare  blending  of  artistic 
and  technological  excellence.  For  the 
name  of  the  Jaguar  dealer  nearest  you,  call 
these  numbers  toll  free:  (800)  447-4700,  or, 
in  Illinois,  (800)  322-4400. 

Jaguar,  Leonia,  N.J.  07605. 


Compensation  ($000)  Years  served 

salary  &  contin-    stock  with     as  Busin 

ln|<  Company  Chief  executive  (age)  bonus'     benefits'    gent1     gains'    .total       co.    CEO  Place  of  birth  backgrou 


41  Manufacturers  Natl  Dean  E  Kichaidson  (54)  261  —  —  —  261  28  9  West  Branch,  Mich  Bank 

57  Manville  John  A  McKinney  (58)  409  12  11  —  432  30  5  Huntsville,  Tex  Ld 

08  MAPCO  Willis  H  Thompson  Jr  (48)  569-8  17  —  594  5  2  Minneapolis,  Minn  Operatii 

73  Marine  George  R  Slater  (58)  156  4  —  —  160  6  4  Indianapolis,  Ind  Bank 

26  Marine  Midland  Bks  Edward  W  Duffy  (56)  517  55  572  29  8  Utica,  NY  Bank 


23  Marriott  J  Willard  Marriott  Jr  (50)  494  14  66  573  26  9  Washington,  DC  Administrat] 

61  Marsh  &  McLennan  John  M  Regan  Jr  (61 )  608  38  206  852  36  9  Minneapolis,  Minn  Insurai 

07  Marshall  &  Ilsley  John  A  Puelicher  (61)  193  5  171  369  36  24  Milwaukee,  Wise  Bank) 

03  Marshall  Field  Angelo  R  Arena  (54)  472  10  48238  4  4  Lynn,  Mass  Retail) 

28  Martin  Marietta  39J  Donald  Rauth  (64)  698  178  177  585       1,638  41  9  Pitman,  NJ  Techni 


13  Maryland  National  Robert  D  H  Harvey  (61)  267  1  21  290  35  16  Baltimore,  Md  Finaj 

82  Masco  Richard  A  Manoogian  (45)  601  19          —  —  620  24  14  Long  Branch,  NJ  Administrat] 

05  Mattel  Arthur  S  Spear  (61)  575  23  —  598  17  7  Providence,  RI  Operate 

43  May  Dept  Stores  David  C  Farrell  (49)  488  104         86  678  26  3  Chicago,  111  Retail 

54  MCA  Lew  R  Wasserman  (69)  330'  —  —  330  45  35  Cleveland,  Ohio  Sa 


83  McDermott  James  E  Cunningham  (59)  633  154  14  801  24  3  Cresco,  Iowa  Techni 

48  McDonald's  Fred  L  Turner  (49)  500  2  42  544  26  8  Des  Moines,  Iowa  Retaill 

45  McDonnell  Douglas  Sanford  N  McDonnell  (59)  482  48  19  548  33  10  Little  Rock,  Ark  Techn| 

37  McGraw-Edison  Edward  J  Williams  (59)  592  127  182  901  10  9  St  Louis,  Mo  Fina 

75  McGraw-Hill  Harold  W  McGraw  Jr  (64)  439  39  151  629  35  7  New  York,  NY  Operatii 


02  MCI  Communications  William  G  McGowan  (54)  208  8  3  219  13  13  Ashley,  Pa  Market 

50  Mead  40C  Greene  Garner  (62)  296  7  31  334  33  1  Sparta,  Ga  Finaji 

29  Medtronic  Dale  R  Olseth  (51)  265  23  64  357         710  6  6  St  James,  Minn  Administrat 

70  Mellon  National  J  David  Barnes  (53)  253  47  107  3         410  26  1  Oil  City,  Pa  Bank 

52  Melville  Francis  C  Rooney  Jr  (60)  516  9  138  663  29  18  N  Brookfield,  Mass  Retaill 


18  Mercantile  Bancorp  Donald  E  Lasater  (56)  335  8  17                    360  23  11  St  Louis,  Mo  Le 

83  Mercantile  Stores  Leon  F  Winbigler  (56)  479  25  504  33  7  Brookfield,  Mo  Retailj 

94  Mercantile  Texas  Gene  H  Bishop  (52)  458  29  487  7  7  Forest,  Miss  Bank 

75  Merchants  National  Otto  N  Frenzel  III  (51)  155  1  156  27  9  Indianapolis,  Ind  Bank; 

51  Merck  John  J  Horan  (61 1  456  1  114       304         875  30  6  New  York,  NY  Le 


.07  Merrill  Lynch  Roger  E  Birk  (51)  630  12  105                    747  27  1  St  Cloud,  Minn  Final 

44  Mesa  Petroleum  T  Boone  Pickens  Jr  (54)  575  317  892  25  25  Holdenville,  Okla  Foun 

52  Metromedia  John  W  Kluge  (67)  860  12  871  23  23  Germany  Market 

79  Michigan  National  Stanford  C  Stoddard  (51)  273  35  10                    318  27  10  Salt  Lake  City,  Utah  Bank 

30  Midcon  Orval  C  Davis  (62  )  336  33     1,211       1,57941  3  5  4  Roseclare,  111  Technii 


.55  Middle  South  Utils  Floyd  W  Lewis  (56)  312  18  330  32  10  Lincoln  County,  Miss  Lei 

•02  Midlantic  Banks  Robert  Van  Buren  (57)  362  32  88  482  11  5  Plainfield,  NJ  Bank 

:58  Minn  Mining  &  Mfg  Lewis  W  Lehr  (61)  551  100  651  35  3  Elgin,  Neb  Techni) 

46  Missouri  Pacific  Downing  B  Jenks  (66)  691  6  192  888  21  10  Portland,  Ore  Operatic 

134  Mitchell  Enrgy  &  Dev  George  P  Mitchell  (63)  493  29  41  —         562  36  23  Galveston,  Tex  Foun< 


39  Mobil  Rawleigh  Warner  Jr  (61)  1,449  29  —  1,478  28  12  Chicago,  111  Final 

12  Monsanto  John  W  Hanley  (60)  748  15  81        145  989  9  9  Parkersburg,  W  Va  Market 

'47  Montana  Power  Joseph  A  McElwain  (62)  140  5  —         37  182  28  7  Deer  Lodge,  Mont  Le 

'11  Moore  Financial  Thomas  C  Frye  (63)  210  —  —         —  210  44  12  Ontano,  Ore  Bank: 

•09  J  P  Morgan  Lewis  T  Preston  (55)  746  746  30  2  New  York,  NY  Bank; 


192  Morrison-Knudsen  William  H  McMurren  (54)  403  81  127         611  27  10  Ontario,  Ore  Operatic 

H4  Morton-Norwich  Charles  S  Locke  (53)  471  1          —  —         472  6  2  Laurel,  Miss  Final 

•71  Motorola  Robert  W  Galvin  (59)  313  11          —  323  38  22  Marshfield,  Wise  Operatic 

186  Murphy  Oil  Charles  H  Murphy  Jr  (62)  292  96  388  32  32  El  Dorado,  Ark  Foun. 

123  Nabisco  Brands  Robert  M  Schaeberle  (59)  926  1          —  21         949  35  8  Newark,  NJ  Final 


3,Succeeded  by  Thomas  G.  Pownall,  4/22/82. 
^Succeeded  by  Bumell  R.  Roberts,  4/22/82. 
■"Compensation  by  Peoples  Energy  prior  to  spinoff. 
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The  risk  of  property  damage  is  one  fact  of  corporate  life 
we  can  help  you  live  without. 


Allendale  Insurance 

World  leader  in  loss  prevention  engineering  for  commercial 
and  industrial  properties,  and  member  of  the  Factory  Mutual  System. 

Allendale  Insurance.  Allendale  Park.  Johnston.  RI  02919 


Ve  prevent  your  car  from  becoming 
meal  for  the  junkyard. 


X 


At  3M  we  make  a  small  army  of  products 
to  assemble,  fix,  refinish  and  protect  cars 
and  helpthem  live  longer,  healthier  lives. 
We  make  everything  from  structural 
adhesives  that  firmly  anchor  windows  in 
place  to  abrasives  that  are  specially 
designed  to  speed  body  repairs. 
Also  there's  Scotchgard  Protector  for 
carpets  and  seat  cushions  inside.  And 
Scotchcal  Films  to  decorate  autos, 
trucks  and  other  vehicles  outside. 


In  fact,  by  listening  to  people's  needs, 
we've  pioneered  over  900  products  to 
serve  the  needs  of  the  transportation 
industry.  We've  developed  everything 
from  electrical  connectors  to  composite 
materials  that  form  helicopter  rotor 
blades. 

All  because  at  3M,  we're  in  the  business 
of  hearing.  So  let  us  hear  from  you 

3M  hears  you... 


For  your  free  3M  Transportation 
Brochure,  write:  Department  020206/ 
3M,  PO  Box  4039,  St  Paul,  MN  55104 


Name  

Address  

City  


.State  Zip_ 


Or  call  toll-free:  1-800-323-1718, 

Operator  362.  (Illinois  residents  call 
1-800-942-8881.) 


3M 


Who  Gets  The  Most  Pay 


Compensation  ($000) 


Company 


salary  & 

Chief  executive  (age)  bonus1 


benefits 


Yeats  served 

contin-    stock  with  as 

gent1     gains'      total       co.  CEO 


Place  of  birth 


Busii 
backgroi 


Nalco  Chemical 
National  Can 
Natl  Central  Financl 
National  City 
National  Distillers 


Orell  T  Collins  (59)  447 

frank  W  Considine  (60)  525 

Wilson  D  McElhinny  (52)  248 

Julien  L  McCall  (61]  310 

Drummond  C  Bell  (66)  552 


33 
24 


101 
1 

9 

77  — 
—  143 


581 
550 
256 
388 
695 


26  3 

20  9 

18  7 

10  1 

25  11 


Letcher  County,  Ky 
Chicago,  111 
Detroit,  Mich 
Florence,  SC 
Baltimore,  Md 


Banil 
Banl 
Fina 


Natl  Medical  Entrprs 
Natl  Semiconductor 
National  Steel 
Nationwide 
Natomas 


Richard  K  Earner  (54)  536  72  608  13  13  Long  Beach,  Cal  Fouri 

Charles  E  Sporck  (54)  216  9  17                    243  15  15  Saranac  Lake,  NY  Producl 

Howard  M  Love  (52)  601  11  29                    641  26  2  Pittsburgh,  Pa  Operati 

John  E  Fisher  (52)  117'  117  10  1  Portsmouth,  Ohio  Insura 

Dorman  L  Commons  (64)  559  29  128         716  9  8  Denair,  Cal  Fina 


He i! 




Fina 
Bant 
Marke 
Administrat 
Techn 


NBD  Bancorp 
NCNB 
NCR 

New  England  Electric 
N  Y  State  Elec  &  Gas 


Robert  M  Surdam  (64)  363  5 

Thomas  I  Storrs  (63)  434  17 

William  S  Anderson  (63)  535  9 

Guy  W  Nichols  (56)  205  9 

Charles  F  Kennedy  (67)  155 


168 
1 


14 

58 


369 
465 
769 
215 
155 


35 
21 
36 
34 


14 


10 

5 


Albany,  NY 
Nashville,  Term 
China 
Colchester,  Vt 
Elmira,  NY 


New  York  Times 
Newmont  Mining 
Niagara  Mohawk  Pwr 
NICOR 
A  C  Nielsen 


Arthur  O  Sulzberger  (56)  473 

Plato  Malozemoff  (72)  516 

|ohn  G  Haehl  Jr  (59)  201 

Clarence  J  Gauthier  (60)  396 

Arthur  C  Nielsen  Jr  (63)  662 


93 
40 


383  — 
6 

87  — 


856 
517 
207 
576 
702 


28 
36 
20 
36 
36 


19 
28 
9 
1 1 

6 


New  York,  NY 
Russia 
Brooklyn,  NY 
Houghton,  Mich 
Chicago,  111 


Journal 
Administral 
Final 
Techni 
Market 


NIKE 
NL  Industries 
NLT 

Noble  Affiliates 
Norfolk  &  Western  Ry 


Philip  H  Knight  (44)  300  26  326  18  18  Portland,  Ore  Foun 

42Ray  C  Adam  (62)  821  44  121                    986  10  7  Aquilla,  Tex  Administrat 

Walter  M  Robinson  Jr  (59)  232  10  242  32  1  Louisville,  Ky  L« 

Roy  Butler  (56)  302  17  —       449         768  26  2  Rising  Star,  Tex  Operati 

Robert  B  Claytor  (60)  337  12  8                    357  30  1  Roanoke,  Va  Le 


Norstar  Bancorp 
North  Amer  Philips 
Northeast  Utilities 
No  Calif  Savings 
No  Indiana  Pub  Svc 


Peter  D  Kiernan  (58)  314 

43Pieter  C  Vink  (62)  560 

Lelan  F  Sillin  Jr  (64)  248 

Firmin  A  Gryp  (54)  227 

Edmund  A  Schroer  (54)  175 


7 
31 


32 

134 


353 
726 
248 
227 
175 


8  8 

17  13 

14  12 

30  12 

5  5 


Albany,  NY 
The  Netherlands 
Tampa,  Fla 
Monterey,  Cal 
Hammond,  Ind 


Insurai 
Market 
Le 

Administrat  » 
Lfl 


No  States  Power  Donald  W  McCarthy  (60)  230  2 

Northern  Trust  Philip  W  K  Sweet  Jr  (54)  384  46  10 

Northrop  Thomas  V  Jones  (61 )  1,009  107  182 

Northwest  Airlines  M  Joseph  Lapensky  (63)  325  —  — 

Northwest  Bancorp  John  W  Morrison  (60)  329  —  16 


232 
440 
1,298 
325 
345 


34 
28 
28 
37 

5 


5 
1 

22 
3 
1 


Minneapolis,  Minn 
Mount  Vemon,  NY 
Pomona,  Cal 
Minneapolis,  Minn 
Minneapolis,  Minn 


Operatii 
Bank 
Administrat! 

Final 
Administrat: 


260 

Northwest  Energy 

John  G  McMillian  (55) 

577 

70 

2 

649 

9 

8 

Orange  City,  Tex 

Administrat 

147 

Northwest  Industries 

Ben  W  Heineman  (68) 

854 

33 

888 

26 

26 

Wausau,  Wise 

Le 

643 

Northwestern  Finl 

Ben  T  Craig  (49) 

255 

5 

260 

4 

Gastonia,  NC 

Bank 

115 

Norton 

Donald  R  Melville  (55] 

443 

14 

14 

471 

15 

2 

England 

Market: 

35 

Norton  Simon 

David  J  Mahoney  (59) 

858 

241 

437 

1,537 

15 

12 

New  York,  NY 

Market 

265 

Oak  Industries 

Everitt  A  Carter  (63) 

430 

169 

41 

640 

23 

23 

Philadelphia,  Pa 

Techni 

122 

Occidental  Petroleum 

Armand  Hammer  (84) 

742 

83 

124 

949 

24 

24 

New  York,  NY 

Final 

85 

Ogden 

Ralph  E  Ablon  (66) 

1,010 

17 

129 

1,155 

27 

20 

Tupelo,  Miss 

Administrat: 

636 

Ohio  Casualty 

John  G  Sioneker  (60) 

227 

13 

23 

264 

34 

3 

Hamilton,  Ohio 

Insurai 

753 

Ohio  Edison 

Justin  T  Rogers  Jr  (52) 

177 

177 

23 

2 

Sandusky,  Ohio 

Le 

764 

Oklahoma  Gas  &  Elec 

James  G  Harlow  Jr  (48) 

166 

3 

169 

21 

6 

Oklahoma  City,  Okla 

Final 

620 

Old  Kent  Financial 

"Richard  M  Gillett  (58) 

210 

33 

37 

280 

24 

18 

Grand  Rapids,  Mich 

Administrati 

647 

Old  Stone 

Theodore  W  Barnes  (51) 

186 

35 

37 

258 

34 

.6 

Providence,  RI 

Bank 

187 

Olin 

John  M  Henske  (59) 

605 

50 

134 

788 

12 

4 

Omaha,  Neb 

Operatic 

519 

Overseas  Shipholding 

Morton  P  Hyman  (46) 

360 

360 

12 

10 

New  York,  NY 

Le 

; 


"Salary  annualized. 


'For  Forbes  defmitions  and  methodology  see  page  74. 
42Succeeded  by  Theodore  C.  Rogers,  5/1/82. 
"Succeeded  by  Cees  Bruynes,  1/1/82. 
"Succeeded  by  John  C.  Canepa,  1/1/82. 
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Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  & 

conti  ri" 

Rncin  pec 

Company 

Chief  executive  (age) 

bonus1 

benefits1 

gent' 

gains1 

total 

CO. 

CEO 

Place  of  birth 

background 

1 
t 

Owens-Corning  Fbrgls  William  W  Boeschenstein 

56) 

340 

1 

14 

85 

440 

31 

9 

C^nimtm  Til 

V,  1  1 1 C  clfi,\  ' ,  1X1 

l Vial  !\  s_  ling 

Owens-Illinois 

Edwin  D  Dodd 

63) 

657 

47 

457 

133 

1  293 

35 

9 

Point  Plpacnnt   \A/  Va 

r  Ulll  V  1  lCdod.ll  I VV    V  il 

r i uuul  i  101 i 

PACCAR 

Charles  M  Pigott 

53) 

381 

13 

394 

26 

14 

^spiittip  AA/ash 

Anmi  ni  strati  on 

rvu  1 1 1  I  i  1 J  o  1.1a  (.lull 

Pacific  Gas  &  Elec 

Frederick  W  Mielke  Jr 

61) 

293 

11 

— 

303 

31 

3 

New  York,  NY 

Legal 

Pacific  Lighting 

Paul  A  Miller 

57) 

330 

12 

— 

— 

342 

33 

13 

San  Francisco,  Cal 

Finance 

Pacific  Lumber 

45Robert  B  Hoover 

66) 

191 

165 

356 

42 

6 

Fresno,  Cal 

Sales 

Pacific  Pwr  &  Lt 

Don  C  Frisbee 

58) 

265 

9 

274 

28 

16 

Qan  Franrisrn  (""al 

Jail  A  I  a  1  1 1  jl. '. ),        a  1 

Finance 

Paine  Webber 

Donald  B  Marron 

47) 

551 

45 

7 

603 

23 

2 

Onshen  NY 

In  vpstmpnt 

Pan  Am  World  Airways 

C  Edward  Acker 

53) 

650' 

14 

— 

664 

1 

1 

Dallas,  Tex 

Administration 

Panhandle  Eastern 

Richard  L  O'Shields 

55) 

414 

3 

19 

— 

436 

22 

12 

Ozark,  Ark 

Production 

Pantry  Pride 

Grant  C  Gentry 

58) 

319 

319 

3 

3 

Chicago,  111 

Paradyne 

Robert  S  Wiggins 

51) 

251 

1 

1,276 

1,528 

g 

g 

Jacksonville,  Fla 

Marketing 

Parker  Drilling 

Robert  L  Parker 

58) 

NA 

NA46 

35 

28 

Tulsa  Okla 

Technical 

. 

Parker-Hannifin 

Patrick  S  Parker 

52) 

406 

26 

— 

— 

433 

29 

10 

Cleveland,  Ohio 

Administration 

Parsons 

William  E  Leonhard 

67) 

550 

252 

739 

— 

1,541 

15 

6 

Middletown,  Pa 

Technical 

Penn  Central 

Richard  Dicker 

68) 

722 

163 

885 

3 

3 

New  York,  NY 

Investment 

J  C  Penney 

Donald  V  Seibert 

58) 

779 

23 

802 

34 

7 

Hamilton  Ohio 

Retailing 

Penn  Power  &  Light 

Robert  K  Campbell 

52) 

170 

1 

171 

5 

3 

Chicago,  111 

Technical 

i 

Pennzoil 

J  Hugh  Liedtke 

60) 

562 

114 

335 

1,218 

2,229 

26 

19 

Tulsa,  Okla 

Legal 

Peoples  Bancorp 

Joshua  Green  III 

46) 

139 

— 

— 

— 

139 

21 

5 

Seattle,  Wash 

Banking 

1 

Peoples  Energy 

Eugene  A  Tracy 

(54) 

180 

6 

186 

30 

1 

Oak  Park,  111 

Finance 

) 

PepsiCo 

Donald  M  Kendall 

(61) 

758 

7 

334 

110 

1,209 

35 

19 

Secjuim,  Wash 

Marketing 

J 

Perkin-Elmer 

Robert  H  Sorensen 

(61) 

415 

16 

58 

489 

22 

4 

Racine,  Wise 

Technical 

7 

Petrolane 

Rudolph  J  Munzer 

!64) 

460 

23 

483 

35 

25 

Minneapolis,  Minn 

Sales 

7 

Pfizer 

Edmund  T  Pratt  Jr 

!55) 

655 

18 

— 

— 

673 

17 

9 

Savannah,  Ga 

Finance 

I 

Phelps  Dodge 

George  B  Munroe 

;6o) 

399 

14 

62 

476 

24 

12 

Joliet,  111 

Legal 

Phibro 

David  Tendler 

(44) 

2,125 

544 

1,162 

3,830 

22 

1 

New  York,  NY 

Administration 

) 

Phila  Electric 

James  L  Everett 

(55) 

228 

228 

32 

4 

Charlotte,  NC 

Technical 

I 

Philadelphia  Natl 

G  Morris  Dorrance  Jr 

(59) 

253 

— 

— 

— 

253 

30 

13 

Philadelphia,  Pa 

Finance 

2 

Philip  Morris 

George  Weissman 

(62) 

878 

36 

— 

— 

914 

30 

3 

New  York,  NY 

Marketing 

3 

Phillips  Petroleum 

William  C  Douce 

(62) 

424 

16 

332 

772 

40 

2 

Kingman,  Kan 

Operations 

Pillsbury 

William  H  Spoor 

(59) 

499 

16 

515 

32 

9 

Pueblo,  Colo 

Operations 

9 

Pioneer 

K  Bert  Watson 

(57) 

266 

5 

72 

343 

29 

9 

Ranger,  Tex 

Legal 

8 

Pioneer  Hi-Bred  Intl 

Thomas  N  Urban 

(48) 

154 

— 

154 

21 

1 

Des  Moines,  Iowa 

Administration 

4 

Pitney  Bowes 

Fred  T  Allen 

(65) 

437 

— 

121 

60 

619 

43 

8 

Providence,  RI 

Operations 

1 

Pittsburgh  National 

Merle  E  Gilliand 

(60) 

425 

29 

454 

29 

12 

Pitcairn,  Pa 

Finance 

3 

Pittston 

Nicholas  T  Camicia 

(66) 

520 

37 

75 

631 

13 

12 

Welch,  W  Va 

Operations 

n 

Pneumo 

Gerard  A  Fulham 

(62) 

717 

384 

1,101 

22 

13 

Winthrop,  Mass 

Finance 

2 

Pogo  Producing 

William  C  Liedtke  Jr 

(57) 

309 

55 

— 

365 

12 

4 

Tulsa,  Okla 

Operations 

7 

Polaroid 

William  J  McCune  Jr 

(67) 

325 

— 

— 

— 

325 

42 

2 

Glens  Falls,  NY 

Technical 

9 

Portland  Genl  Elec 

Robert  H  Short 

(57) 

158 

2 

3 

163 

27 

1 

Klamath  Falls,  Ore 

Finance 

3 

Potlatch 

Richard  B  Madden 

(53) 

450 

12 

9 

348 

819 

11 

11 

Orange,  NJ 

Finance 

5 

Potomac  Elec  Power 

W  Reid  Thompson 

(57) 

268 

2 

4 

275 

1 1 

11 

Durham,  NC 

Legal 

7 

PPG  Industries 

L  Stanton  Williams 

(62) 

590 

2 

13 

606 

36 

3 

Honolulu,  Haw 

Finance 

3 

Primark 

Robert  W  Stewart 

(57) 

160 

3 

6 

16948 

11 

1 

Tulsa,  Okla 

Marketing 

12 

Prime  Computer 

Joe  M  Henson 

(48) 

225' 

150 

375 

1 

1 

Fort  Smith,  Ark 

Marketing 

.7 

Procter  &  Gamble 

John  G  Smale 

(54) 

464 

45 

117 

11 

637 

29 

1 

Listowel,  Can 

Administration 

.5 

Provident  Life  &  Acc 

H  Carey  Hanlin 

(57) 

166 

166 

33 

3 

Chattanooga,  Term 

Insurance 

'0 

Provident  National 

Roger  S  Mill  as 

(55) 

290 

22 

312 

31 

8 

Wyncote,  Pa 

Finance 

19 

Public  Service  Colo 

Richard  F  Walker 

(58) 

175 

6 

181 

32 

3 

Alliance,  Neb 

■  Technical 

CEO  joined  company  in  1981,  salary  portion  annualized. 
^A:  Not  available. 


'For  Forbes  definitions  and  methodology  see  page  74. 
45Succeeded  by  Gene  G.  Elam,  1/1/82. 

46Not  one  of  the  five  most  highly  paid  officers,  remuneration  data  not 
available. 

"'Succeeded  by  Alfred  W.  Martinelli,  5/20/82. 

"'Compensation  by  American  Natural  Resources  prior  to  spinoff. 


RBES,  JUNE  7,  1982 


95 


Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 

salary  &  contin-    stock  with     as  Busini 


ink 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

Place  of  birth 

backgroui 

j 

46 

Public  Service  Ind 

Hugh  A  Barker 

56) 

176 

6 

183 

23 

5 

Stillwater,  Minn 

Finarj 

,.: 

87 

Public  Service  N  H 

William  C  Tallman 

[62] 

113 

15 

128 

35 

13 

Newton,  Mass 

Techni. 

•x 

15 

Public  Service  N  M 

Jerry  D  Geist 

;48) 

269 

4 

14 

— 

287 

22 

6 

Raton,  NM 

Technr 

I! 

05 

Pub  Svc  Elec  &  Gas 

Robert  I  Smith 

[63) 

260 

'  32 

1 

293 

41 

6 

Arlington,  NJ 

Technu 

t 

68 

Puget  Sound  Pwr  &  Lt 

John  W  Ellis 

[53) 

157 

1 

5 

z 

163 

12 

6 

Seattle,  Wash 

Lei 

( 

U- 

24 

Quaker  Oats 

William  D  Smithburg 

43) 

347 

7 

_ 

_ 

354 

16 

1 

Chicago,  111 

Marketi] 

V 

04 

Rainier  Bancorp 

G  Robert  Truex  Jr 

[58) 

306 

2 

64 

373 

8 

8 

Red  Bank,  NJ 

Banki 

■t 

47 

Ralston  Purina 

William  P  Stiritz 

[47) 

405 

31 

— 

— 

437 

18 

1 

Jasper,  Ark 

Marketil 

i 

74 

Raychem 

Paul  W  Cook 

[58 ) 

238 

238 

25 

25 

Ridgewood,  NJ 

Founc 

'.. 

80 

Raymond  Intl 

Henry  F  LeMieux 

55) 

365 

15 

131 

510 

33 

11 

Greenville,  Miss 

Administratis 

•.i 
- 

69 

Raytheon 

Thomas  L  Phillips 

[58) 

631 

4 

_ 

_ 

635 

34 

13 

Turkey 

Technic 

* 

35 

RCA 

Thornton  F  Bradshaw 

[64) 

750* 

154 

_ 

904 

1 

1 

Washington,  DC 

Administrate 

rt 

38 

Reading  &  Bates 

John  W  Bates  Jr 

[62) 

346 

334 

221 

- 

900 

36 

15 

Spirit  Lake,  Iowa 

AdministratH 

■M 

51 

Republic  Airlines 

Daniel  F  May 

52) 

159 

13 

8 

181 

25 

1 

Rainier,  Ore 

Finani 

:■< 

96 

Republic  New  York 

Walter  H  Weiner 

51) 

594 

2 

12 

608 

2 

2 

New  York,  NY 

Leg 

: 

30 

Republic  Steel 

William  J  De  Lancey 

[66) 

679 

24 

_ 

_ 

704 

30 

8 

Chicago,  111 

AdministratH 

• 

78 

4,RepublicBank 

James  D  Berry 

61) 

452 

11 

164 

_ 

627 

32 

5 

Sapulpa,  Okla 

Bankii 

:' 

56 

Revco  D  S 

Sidney  Dworkin 

[61) 

258 

42 

280 

71 

651 

26 

15 

Detroit,  Mich 

Found 

•:i 

86 

Revlon 

Michel  C  Bergerac 

[50) 

1,133 

4 

5 

1,143 

7 

7 

France 

AdministratH 

i'i 

92 

Rexnord 

Robert  V  Krikorian 

[62) 

464 

1 

624 

1,089 

31 

2 

New  Haven,  Conn 

Operatioi 

ft 

21 

R  J  Reynolds  Inds 

J  Paul  Sticht 

[641 

753 

6 

194 

954 

9 

4 

Clairton,  Pa 

Marketn 

•\ 

16 

Reynolds  Metals 

David  P  Reynolds 

[67) 

539 

13 

174 

_ 

726 

45 

6 

Bristol,  Term 

Marketn 

X 

06 

Richardson-Vicks 

John  S  Scott 

[56) 

380 

25 

64 

280 

750 

31 

6 

West  Orange,  NJ 

Marketn 

111 

98 

Riggs  National 

Joe  L  Allbritton 

[57) 

300* 



300 

1 

1 

D'Lo,  Miss 

Finani 

111 

53 

Roadway  Express 

William  F  Spitznagel 

55) 

402 

101 

35 

537 

32 

4 

Fairfield,  Ala 

Operatioi 

!i 

84 

Rochester  Gas  &  Elec 

Paul  W  Briggs 

[59) 

138 

3 

140 

36 

1 

Fairport,  NY 

Finant 

I! 

12 

Rockwell  Intl 

Robert  Anderson 

[61] 

1,115 

195 

147 

981 

2,438 

14 

8 

Columbus,  Neb 

Technic 

;' 

11 

Rohm  &  Haas 

Vincent  L  Gregory  Jr 

(59) 

585 

9 

147 

742 

32 

11 

Oil  City,  Pa 

Finant 

» 

49 

Rollins 

O  Wayne  Rollins 

(70) 

400 

— 

36 

436 

34 

34 

Ringgold,  Ga 

Foundl 

.. 

59 

ROLM 

M  Kenneth  Oshman 

[41) 

328 

328 

13 

1,3 

Kansas  City,  Mo 

Foundl 

II 

76 

Rowan  Cos 

C  Robert  Palmer 

[47) 

260 

_ 

2 

548 

809 

29 

10 

Gorman,  Tex 

Technic 

62 

Ryder  System 

Leslie  O  Barnes 

[65) 

356 

15 

15 

466 

851 

6 

6 

Canisteo,  NY 

Administratic 

: 

95 

Sabine 

Ashley  H  Priddy 

(60) 

265 

46 

45 

699 

1,055 

33 

13 

Wichita  Falls,  Tex 

Technic 

1 

78 

Safeco 

Roland  M  Trafton 

(62) 

276 

29 

13 

318 

29 

3 

Los  Angeles,  Cal 

Financ 

94 

Safeway  Stores 

Peter  A  Magowan 

[40) 

375 

8 

383 

14 

2 

New  York,  NY 

Administratic 

: 

74 

St  Paul  Cos 

Carl  B  Drake  Jr 

(62) 

489 

27 

516 

40 

9 

St  Paul,  Minn 

Insurano 

62 

St  Regis  Paper 

William  R  Haselton 

(57) 

433 

154 

56 

644 

29 

3 

Glens  Falls,  NY 

Operation 

i 

70 

San  Diego  Gas  &  Elec 

Thomas  A  Page 

(49) 

159 

4 

— 

163 

4 

1 

Niagara  Falls,  NY 

Technic; 

i 

79 

Santa  Fe  Industries 

John  S  Reed 

(65) 

454 

3 

101 

246 

804 

42 

9 

Chicago,  111 

Operatior 

97 

Schering-Plough 

M Richard  J  Bennett 

,65) 

631 

65 

70 

766 

35 

3 

Brooklyn,  NY 

Legs 

; 

14 

Scientific-Atlanta 

Sidney  Topol 

(57) 

392 

253 

331 

975 

11 

7 

Boston,  Mass 

Technics 

64 

SCM 

Paul  H  Flicker 

(59) 

702 

4 

74 

65 

845 

25 

10 

New  York,  NY 

Financ 

1 

42 

Scott  Paper 

"Charles  D  Dickey  Jr 

[64) 

474 

2 

8 

67 

551 

35 

11 

New  York,  NY 

Operation 

90 

Seafirst 

William  M  Jenkins 

(63) 

343 

28 

16 

387 

36 

19 

Sultan,  Wash 

Bankin 

20 

G  D  Searle 

Donald  H  Rumsfeld 

(49) 

586 

494 

1,102 

2,182 

5 

5 

Chicago,  111 

Investmen 

08 

Sears  Roebuck 

Edward  R  Telling 

(63) 

986 

24 

1,010 

36 

4 

Danville,  111 

Retailin 

07 

Security  Pacific 

Richard  J  Flamson  III 

(53) 

611 

12 

388 

1,010 

27 

3 

Los  Angeles,  Cal 

Bankin 

: 

92 

SEDCO 

B  Gill  Clements 

(40) 

266 

40 

4 

309 

13 

3- 

Dallas,  Tex 

Financ 

94 

Shawmut 

John  P  LaWare 

(54) 

263 

42 

305 

3 

1 

Columbus,  Wise 

Bankin 

70 

Shell  Oil 

John  F  Bookout 

(59) 

858 

73 

325 

1,256 

31 

6 

Shreveport,  La 

Technic; 

'CEO  joined  company  in  1981,  salary  portion  annualized.  'For  Forbes  definitions  and  methodology  see  page  74. 

■"Formerly  Republic  of  Texas. 
^Succeeded  by  Charles  F.  Zodrow,  1/1/82. 
s'Succeeded  by  Robert  P.  Luciano,  2/1/82. 
"Succeeded  by  Philip  E.  Lippincott,  2/1/82. 
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Who  Gets  The  Most  Pay 




Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Business 

ank 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

background 

42 

Sherwin-Williams 

John  G  Breen 

47) 

623 

3 

34 

234 

894 

3 

3 

Cleveland,  Ohio 

Operations 

'26 

Sigmor 

Tom  E  Turner 

(68) 

inn 
ZUU 

200 

ou 

3ft 

Ft  Worth,  Tex 

Founder 

81 

Signal  Cos 

Forrest  N  Shumway 

55) 

3ZJ 

76 

161 

423 

1,184 

25 

14 

Skowhegan,  Me 

Legal 

(98 

Singer 

Joseph  B  Flavin 

53] 

AQ1 

483 

6 

6 

St  Louis,  Mo 

Finance 

67 

Smith  International 

Jerry  W  Neely 

AS) 

COT 

ovl 

26 

— 

654 

1,272 

16 

5 

Torrance,  Cal 

Operations 

?34 

SmithKline  Beckman 

Robert  F  Dee 

57) 

644 

54 

698 

33 

10 

Cincinnati,  Ohio 

Administration 

16 

Society 

J  Maurice  Struchen 

61) 

"3  1/1 

■514 

19 

29 

362 

12 

6 

Cleveland,  Ohio 

Banking 

155 

SUIMA  1 

Henry  C  Goodrich 

62) 

1AC 

5 

21 

60 

432 

2 

1 

Fayetteville,  Tenn 

Technical 

/44 

30  Carolina  t  &  u 

Virgil  C  Summer 

61) 

19 

5 

184 

44 

2 

Spartanburg,  SC 

Operations 

71/1 

/24 

South  Carolina  Natl 

James  G  Lindley 

51) 

1  7  A 
I/O 

22 

4 

— 

202 

3 

1 

Greensboro,  NC 

Banking 

566 

Southeast  Banking 

Charles  J  Zwick 

55) 

264 

1 

61 

325 

13 

2 

Plantsville,  Conn 

Finance 

574 

Cn   C~  -i  1  •  f    I.  .  1  i  .  .  .  •> 

do  L.aiii  fcaison 

William  R  Gould 

(63) 

inn 

1 1 

9 

320 

34 

I 

Provo,  Utah 

Technical 

34j 

Southern  Company 

Alvin  W  Vogtle  Jr 

63) 

oZo 

16 

341 

41 

12 

Birmingham,  Ala 

Legal 

659 

Cn    \InI1,    CxnlnxiJ  T"<-iI 

So  New  bngiand  lei 

Alfred  W  Van  Sinaeren 

58) 

ITT 

6 

21 

— 

249 

34 

14 

Brooklyn,  NY 

Operations 

227 

Southern  Pacific 

Benjamin  F  Biaggini 

66] 

— 

14 

— 

713 

45 

14 

New  Orleans,  La 

Technical 

387 

Southern  Railway 

ii  |J  ii  ii_i| 

Harold  H  Hall 

56) 

424 

1 

75 

499 

39 

1 

Andrews,  NC 

Operations 

3^7 

32/ 

Southland 

John  P  Thompson 

!56) 

4M 

97 

1 

571 

33 

21 

Dallas,  Tex 

Finance 

/111 
433 

Southland  Royalty 

Jon  Brumley 

(43) 

Of  7 

42 

32 

Jt  CI 
433 

15 

g 

Pampa,  Tex 

Administration 

/.  7  ~ 

0/3 

south  I  rust 

11/11  T~\     HH       I  ¥ 

Wallace  D  Malone  Jr 

45) 

1  37 

Lo  f 

— 

117 

23/ 

23 

1 

Dothan,  Ala 

Banking 

272 

Southwest  Bancshares 

John  T  Cater 

46) 

no 
oZo 

2 

11 

290 

632 

5 

5 

Temple,  Tex 

Banking 

771 

Southwestern  Pub  Svc 

Berl  M  Springer 

61) 

156 

7 

162 

35 

1- 

Lakeview,  Tex 

Technical 

156 

Sperry 

54J  Paul  Lyet 

65) 

/COO 

boo 

43 

124 

855 

38 

9 

Philadelphia,  Pa 

Finance 

231 

Square  D 

Mitchell  P  Kartalia 

169) 

/Cnn 
OUU 

1 

102 

703 

41 

14 

Yukon,  Pa 

Marketing 

310 

Squibb 

Richard  M  Furlaud 

[59) 

C  TO 

s/y 

11 

— 

590 

26 

16 

New  York,  NY 

Legal 

363 

A  t  Staley  JVlig 

Donald  E  Nordlund 

[60) 

/I  7/C 

4/0 

32 

20 

— 

527 

26 

9 

Strom sburg,  Neb 

Administration 

133 

Standard  Oil  Calif 

George  M  Keller 

/cm 

,59) 

495 

369 

42 

907 

34 

I 

Kansas  City,  Mo 

Technical 

174 

Standard  Uil  Ind 

John  E  Swearingen 

(63) 

7  77 

III 

41 

818 

43 

21 

Columbia,  SC 

Production 

204 

Standard  Uil  Uhio 

Alton  W  Whitehouse  Jr 

(54) 

CCA 

boo 

34 

161 

752 

13 

4 

All,,  VII, 

Albany,  INY 

Legal 

228 

Stanley  Works 

Donald  W  Davis 

(61) 

4Zo 

18 

80 

188 

712 

34 

16 

Springfield,  Mass 

Administration 

oUl 

State  Street  Boston 

William  S  Edgerly 

(55| 

9 

— 

— 

2Vo 

6 

6 

Lewiston,  Me 

Finance 

286 

Stauffer  Chemical 

H  Barclay  Morley 

[53) 

386 

4 

226 

616 

19 

8 

Sydney,  Can 

Technical 

329 

Sterling  Drug 

Dr  W  Clarke  Wescoe 

(62) 

456 

79 

34 

569 

12 

g 

Allentown,  Pa 

Technical 

593 

1  r  Stevens 

Whitney  Stevens 

(55) 

Zyo 

12 

30o 

34 

2 

111                   1  KTT 

rlainrielQ,  in) 

Sales 

525 

Stop  &  Shop  Cos 

Avram  J  Goldberg 

[52] 

323 

3 

28 

— 

354 

24 

3 

Boston,  Mass 

Legal 

244 

Storage  Technology 

Jesse  I  Aweida 

/  c  1  1 

(51) 

660 

5 

11 

— 

676 

12 

12 

Palestine 

Founder 

788 

Sumitomo  Bank  Cal 

Nimei  Akamatsu 

(53) 

118 

9 

127 

9 

3 

Japan 

Banking 

741 

Sun  Banks  ot  Honda 

55Richard  F  Livingston 

[62) 

185 

1 

186 

41 

8 

Daytona  Beach,  Fla 

Banking 

loo 

Sun  Company 

Theodore  A  Burtis 

(60) 

oo?S 

7 

199 

15 

3 

Jamaica,  NY 

Technical 

180 

Sundstrand 

Evans  W  Enkson 

(55) 

420 

298 

86 

8U3 

30 

2 

Ii                  l-l          r      1  Til 

KocKtord,  ill 

Technical 

OU4 

Super  Valu  Stores 

Michael  W  Wright 

(44) 

TIC 

22S 

1 

— 

69 

70/1 

5 

1 

Minneapolis,  Minn 

Legal 

453 

Superior  Oil 

Frederic  C  Ackman 

(51) 

434t 

434 

1 

1 

Oakland,  Ind 

Administration 

4MV 

Supermarkets  General 

Herbert  Brody 

|6/] 

3  7/C 
O/O 

4 

7 

jo/ 

26 

2 

Philadelphia,  Pa 

Foundei 

549 

Supron  Energy 

Alvin  M  Wiederkehr 

(59) 

298 

27 

9 

Sob 

30 

10 

Freer,  Tex 

Operations 

531 

Swift  Independent 

John  A  Copeland 

(58) 

296' 

7 

49 

351 

34 

1 

Converse,  La 

Production 

581 

Sysco 

John  F  Baugh 

(66) 

317 

Ol  / 

36 

12 

Waco,  Tex 

Foundei 

750 

Tandem  Computers 

James  G  Treybig 

(41) 

181 

181 

7 

7 

Clarendon,  Tex 

Foundei 

481 

Tandy 

John  V  Roach 

(43| 

350 

42 

392 

15 

1 

Stamford,  Tex 

Operation; 

762 

Tecumseh  Products 

Kenneth  G  Merrick 

(61) 

170 

170 

42 

11 

Jackson,  Mich 

Productior 

542 

Tektronix 

Earl  Wantland 

(50) 

188 

62 

92 

342 

27 

7 

Bridge,  Ore 

Administrator 

255 

Teledyne 

Henry  E  Singleton 

(65) 

650 

9 

659 

21 

21 

Haslet,  Tex 

Founde 

'Salary  portion  annualized.  'For  Forbes  definitions  and  methodology  see  page  74. 

tCEO  joined  company  in  1981,  salary  less  than  full  year.  53Succeeded  by  Henry  Wendt,  2/24/82. 

"Succeeded  by  Gerald  G.  Probst,  4/1/82. 

"Succeeded  by  Joel  R.  Wells  Jr.,  1/1/82 
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Eastern. 
Now  we're  an  airline 
for  all  the  Americas. 


Eastern  has  spread  its  wings  to  take  over 
most  ot  the  South  American  routes  formerly 
flown  by  Bran  iff. 

Passengers  now  holding  tickets  or 
reservations  for  these  Bran  iff  South  American 
flights  may  rest  assured  they  will  be  honored  by 
Eastern*  But  because  there  will  be  some 
variation  in  schedules,  and  they  are  subject  to 
local  government  approval,  those  holding 
Bran  iff  South  American  tickets  or  reservations 
should  call  Eastern  to  confirm  them. 

Eastern's  new  service  includes  flights  to 
Panama  City,  Panama;  Bogota',  Cali  and 
Barranquilla,  Colombia;  Quito  and 
Guayaquil,  Ecuador;  Lima,  Peru;  Santiago, 
Chile;  Buenos  Aires,  Argentina;  La  Par. 
Bolivia;  Asuncion,  Paraguay.  Eleven 
destinations  in  eight  countries. 

We're  serving  South  America  from  three 
gateways:  Miami,  New  York,  New  Orleans. 
We're  offering  through  sen-ice  to  many 
of  our  new  South  American  destina- 
tions from  Washington,  D.C. , 
Houston  and  Los  Angeles.  And 
convenient  Eastern  connections  are 
available  from  the  rest  of  the  U.S. 
For  the  past  three  years,  more 
passengers  have  flown  Eastern  than  any 
other  airline  in  the  free  world.  Now 
America's  favorite  way  to  fly  can  take  you  to 
127  cities  in  22  countries,  including  more  of 
the  Americas  than  ever  before. 

Call  your  Travel  Agent  or  Eastern 
Airlines  for  details. 

Tickets  must  have  been  issued  prior  to  May  13.  1982, 
and  will  be  honored  only  on  Eastern's  flights.  Subject 
to  availability. 
^1982  Eastern  Air  Lines,  Inc. 


America^  favorite  way  to  fly. 


Who  Gets  The  Most  Pay 


Compensation  ($000)  Years  served 


salary  & 

contin- 

stock 

with 

as 

Business 

Company 

Chief  executive  (age) 

bonus' 

benefits' 

gent' 

gains' 

total 

CO. 

CEO 

Place  of  birth 

background 

Tenneco 

James  L  Ketelsen  (51) 

682 

52 

481 

— 

1,215 

23 

3 

Davenport,  Iowa 

Finance 

i7 

Tesoro  Petroleum 

Robert  V  West  Jr  (61) 

634 

23 

197 

— 

855 

26 

17 

Kansas  City,  Mo 

Founder 

S3 

Texaco 

John  K  McKinley  (62) 

535 

68 

685 

— 

1,288 

41 

1 

Tuscaloosa,  Ala 

Technical 

14 

Texas  American  Bshs 

Lewis  H  Bond  (60) 

276 

13 

— 

289 

30 

19 

Ashport,  Tenn 

Banking 

26 

Texas  Commerce  Bshs 

I)        r  f  ......  /C71 

Ben  r  Love 

i>b6 

21 

286 

822 

1,692 

15 

9 

Vernon,  Tex 

Finance 

36 

Texas  Eastern 

I  David  Bufkin  (60) 

394 

95 

70 

— 

559 

33 

2 

Haynesville,  La 

Technical 

39 

Texas  Gas  Transmn 

Dennis  R  Hendrix  (42) 

532 

22 

— 

— 

555 

9 

4 

Selmer,  Tenn 

Finance 

68 

Texas  Instruments 

Mark  Shepherd  Jr  (59) 

357 

57 

— 

— 

414 

34 

13 

Dallas,  Tex 

Technical 

3 

Texas  International 

George  Piatt  (59) 

640 

128 

— 

5,863 

6,631 

25 

25 

Brooklyn,  NY 

Founder 

22 

T"  ........  f\H   ft,    f  ..  ^ 

lexas  CM  &  oas 

wiiiiam  l  riutcnison  [o\j] 

A  1  7 

/L 
O 

1,30/ 

1,989 

24 

6 

Dallas,  lex 

Legal 

19 

Texas  Utilities 

T  Louis  Austin  Jr  (63) 

265 

15 

— 

280 

29 

7 

Trenton,  Tenn 

Production 

25 

Textron 

Robert  P  Straetz  (60) 

417 

47 

—9 

456 

36 

2 

Hillside,  NJ 

Sales 

43 

Third  National 

Charles  J  Kane  (62) 

197 

8 

3 

236 

445 

7 

6 

Louisville,  Ky 

Banking 

91 

Tidewater 

John  P  Laborde  (59) 

458 

6 

28 

— 

492 

26 

6 

Marksville,  La 

Legal 

07 

Tiger  International 

wayne  m  noiiman 

AAZ 

33 
OO 

4/  O 

1  A 

14 

1 1 
1 1 

Chicago,  111 

Legal 

70 

Time  Inc 

J  Richard  Munro  (51) 

582 

50 

2 

— 

633 

24 

1 

Syracuse,  NY 

Operations 

59 

Times  Mirror 

Robert  F  Erburu  (52) 

536 

114 

— 

— 

650 

21 

1 

Ventura,  Cal 

Legal 

34 

Timken 

William  R  Timken  Jr  (43) 

334 

13 

— 

346 

19 

7 

Canton,  Ohio 

Operations 

60 

Toledo  Edison 

John  P  Williamson  (60) 

162 

4 

5 

— 

171 

31 

9 

Cleveland,  Ohio 

Finance 

80 

Tom  Brown 

Thomas  C  Brown  (55) 

in 
oU 

1  CI 

20 

2o 

Akron,  Ohio 

Founder 

57 

Tosco 

Morton  M  Winston  (51) 

371 

44 

7 

879 

1,301 

18 

6 

New  York,  NY 

Legal 

2 

Toys  "R"  Us 

Charles  Lazarus  (58) 

1,223 

10 

45 

6,334 

7,613 

26 

26 

Washington,  DC 

Founder 

156 

Trans  World 

L  Edwin  Smart  (58) 

328 

1 

110 

533 

15 

5 

Columbus,  Ohio 

Legal 

96 

Transamerica 

James  R  Harvey  (47) 

575 

17 

— 

175 

767 

17 

1 

Los  Angeles,  Cal 

Finance 

.19 

Transco  Cos 

William  J  Bowen  (oU) 

A  1  7 

1Q 
OO 

7 

f 

7 

t 

Sweetwater,  Tex 

Operations 

.46 

TRANSOHIO  Find 

Warner  B  Bishop  (63) 

240 

3 

16 

— 

259 

19 

19 

Lakewood,  Ohio 

Administration 

104 

Travelers 

Edward  H  Budd  (49) 

465 

13 

3 

— 

480 

27 

1 

Zanesville,  Ohio 

Insurance 

.37 

Trust  Co  of  Georgia 

Robert  Strickland  (55) 

264 

— 

— 

— 

264 

33 

5 

Atlanta,  Ga 

Banking 

!51 

TRW 

Ruben  F  Mettler  (58) 

640 

23 

— 

— 

663 

27 

4 

Shafter,  Cal 

Technical 

*43 

Tucson  Electric  Pwr 

Ineouore  M  welp  (4o| 

161 

2o 

184 

0 

O 

San  Francisco,  Cal 

Finance 

160 

Turner  Construction 

Walter  B  Shaw  (62) 

347 

1 

34 

43 

424 

41 

5 

New  York,  NY 

Operations 

304 

U  S  Air 

Edwin  I  Colodny  (56) 

415 

10 

— 

174 

599 

24 

6 

Burlington,  Vt 

Legal 

»87 

UAL 

Richard  J  Ferris  (46) 

371 

16 

— 

— 

387 

10 

3 

Sacramento,  Cal 

Administration 

446 

Union  Camp 

Peter  J  McLaughlin  (53) 

337 

102 

439 

36 

2 

New  York,  NY 

Finance 

177 

Union  Carbide 

William  a  Sntatn  po) 

/DO 

0£ 
ZD 

28 

8UV 

C 

D 

DUIiaiO,  IN  I 

Finance 

606 

Union  Electric 

Charles  J  Dougherty  (63) 

288 

5 

— 

— 

293 

41 

14 

Clayton,  Mo 

Legal 

16 

Union  Oil  California 

Fred  L  Hartley  (65) 

1,300 

32 

211 

798 

2,340 

43 

17 

Vancouver,  Can 

Technical 

7 

Union  Pacific 

James  H  Evans  (62) 

954 

7 

12 

1,863 

2,836 

13 

4 

Lansing,  Mich 

Administration 

540 

Uniroyal 

Joseph  P  Flannery  (50) 

321 

22 

343 

23 

2 

Lowell,  Mass 

Marketing 

716 

United  Banks  of  Colo 

iv t  n  ii      ,  in! 

N  Berne  Hart  |52) 

174 

2o 

c 
O 

one 

2o 

1 

p 

Denver,  Colo 

Banking 

291 

United  Brands 

Seymour  Milstein  (61) 

610 

3 

— 

— 

613 

7 

5 

New  York,  NY 

Operations 

307 

Utd  Energy  Resources 

J  Hugh  Roff  Jr  (50) 

446 

45 

103 

— 

594 

8 

8 

Wewoka,  Okla 

Legal 

666 

United  Jersey  Banks 

T  Joseph  Semrod  (45) 

200* 

44 

1 

— 

246 

1 

1 

Oklahoma  City,  Okla 

Banking 

707 

United  Missouri  Bshs 

R  Crosby  Kemper  (55] 

193 

3 

18 

214 

32 

12 

Kansas  City,  Mo 

Administration 

501 

U  S  Bancorp 

John  A  Elorriaga  (58) 

280 

33 

63 

375 

31 

7 

Jordan  Valley,  Ore 

Banking 

358 

United  States  Gypsum 

Graham  J  Morgan  (64| 

509 

9 

14 

532 

42 

17 

Aurora,  111 

Marketing 

172 

United  States  Steel 

David  M  Roderick  (58] 

784 

18 

20 

821 

23 

3 

Pittsburgh,  Pa 

Finance 

520 

United  States  Trust 

Daniel  P  Davison  (57] 

357 

357 

3 

1 

New  York,  NY 

Legal 

25 

United  Technologies 

Harry  J  Gray  (62] 

1,025 

210 

413 

94 

1,742 

10 

9 

Milledgeville,  Ga 

Administration 

•CEO  joined  company  in  1981,  salary  annualized.  'For  Forbes  definitions  and  methodology  see  page  74. 

56Succeeded  by  Warren  M.  Anderson,  1/1/82. 
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9' 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Years  served 

salary  & 

contin- 

stock 

with 

as 

Businev 

Company 

Chief  executive  (age) 

bonus1 

benefits' 

gent1 

gains' 

total 

CO. 

CEO 

Place  of  birth 

backgrount 

United  Telecom 

Paul  H  Henson 

56| 

410 

14 

— 

6 

415 

23 

15 

Rpnnpt  Mph 

United  Virginia  I'shs 

Joseph  A  Jennings 

61) 

274 

2 

23 

— 

299 

44 

5 

Richmond,  Va 

Bankin 

Upjohn 

Ray  T  Parfet  Jr 

(59) 

405 

49 

— 

— 

454 

34 

20 

Port  Huron,  Mich 

Finanfl 

USF&G 

Jack  Moseley 

(51) 

268 

84 

352 

28 

2 

Birmingham,  Ala 

Insurant) 

USLIFE 

Gordon  E  Crosby  Jr 

61) 

478 

7 

1 

512 
DO 

*)f\4 
ZU4 

747 

71 

zo 

1  O 

Remsen,  Iowa 

Marketin 

Utah  Power  &  Light 

Harry  Blundell 

(57) 

1  A  Q 

8 

— 

1  <%A 
1  DO 

33 

3 

^alr  T  alrp  r^itv   I  Itah 

Pi  pi  ifi ,* 

r  I 1 1 dli  . 

Valero  Energy 

William  E  Greehey 

46) 

426 

1 12 

— 

77 

615 

18 

8 

Fort  Dodge,  Iowa 

Financ) 

Valley  National 

Gilbert  F  Bradley 

(62) 

332 

18 

73 

— 

422 

45 

6 

Miami,  Ariz 

Bankin 

Va  Electric  &  Power 

T  Justin  Moore  Jr 

(57) 

233 

— 

7 

— 

240 

26 

4 

Richmond,  Va 

Leg4 

Virginia  Natl  Bshs 

Clifford  A  Cutchins  III 

158) 

233 

1  1 

Zl 

254 

34 

2 

Southampton  Cty,  Va 

Bankini 

Vulcan  Materials 

W  Houston  Blount 

(60) 

Ooo 

2 

— 

— 

T  ill 

27 

3 

I  In i c\v\  QnnnDG  A1q 

willUll  J JJl  1  Ugb ,  /Via 

WL>L  I  d  llUil 

Wachovia 

John  G  Medlin  Jr 

(48) 

313 

— 

23 

— 

336 

23 

5 

Benson,  NC 

Bankin 

Wal-Mart  Stores 

Sam  M  Walton 

(64) 

250 

— 

12 

— 

262 

36 

36 

Kingfisher,  Okla 

Founde 

Waldbaum 

Ira  Waldbaum 

53) 

250 

— 

250 

35 

33 

Brooklyn,  NY 

Administratioi 

Walgreen 

Charles  R  Walgreen  III 

46) 

329 

7 

1 

1  flQ 

525 

o\j 

1 1 
1 1 

Chicago,  111 

Operation 

Wang  Laboratories 

An  Wang 

(62) 

157 

— 

197 

— 

31 

31 

China 

rounoe 

Warner  Commun 

Steven  J  Ross 

(54) 

1,954 

73 

1,106 

19,421 

22,554 

20 

20 

New  York,  NY 

Financ 

Warner-Lambert 

Ward  S  Hagan 

(62) 

377 

118 

229 

— 

724 

12 

4 

Sioux  City,  Iowa 

Marketin) 

Washington  National 

Stanley  P  Hutchison 

[58) 

216 

6 

2 

224 

35 

6 

Joliet,  111 

Lega 

Waste  Management 

Dean  L  Buntrock 

(51) 

524 

1  1  ft 

1  1  ft7 

Z,  I  o  / 

2,829 

ZD 

Columbia,  SD 

Founde 

Wells  Fargo 

Richard  P  Cooley 

(58) 

*4-  JU 

26 

3 

— 

479 

32 

15 

LJdimb,  i  ex 

Financ 

West  Point-Pepperell 

Joseph  L  Lanier  Jr 

[50) 

370 

— 

133 

— 

503 

25 

6 

Lanett,  Ala 

Operation 

Western  Co  No  Amer 

John  A  Fanning 

(42) 

643 

170 

8 

404 

1,225 

14 

1 

Waterbury,  Conn 

Technics 

Western  Financial 

Gary  H  Driggs 

(47) 

180 

16 

196 

20 

6 

Phoenix,  Ariz 

Bankini 

Western  Union 

Robert  M  Flanagan 

(52) 

342 

a 

Z 

zo 

375 

ft 

O 

a 

Springfield,  Mass 

Financ) 

> 

Westingnouse  Elec 

Robert  E  Kirby 

(63| 

QUO 

105 

— 

261 

1175 

36 

7 

Ames,  Iowa 

1  ecnnica 

Westvaco 

David  L  Luke  III 

(58) 

489 

35 

— 

— 

524 

30 

18 

Tyrone,  Pa 

Financ 

Wetterau 

Ted  C  Wetterau 

(54) 

247 

13 

— 

— 

260 

30 

12 

St  Louis,  Mo 

Marketim 

Weyerhaeuser 

George  H  Weyerhaeuser 

(55) 

527 

9 

— 

536 

32 

16 

Seattle,  Wash 

Productioi 

Wheelabrator-Frye 

Michael  D  Dingman 

(50) 

1,076 

DO 

1  1  A 

1,458 

I  z 

1  1 
1  1 

New  Haven,  Conn 

Financ 

w Heeling  nils  olcci 

Dennis  J  Carney 

(61) 

41  1 

30 

39 

241 

/  zz 

8 

4 

Charleroi,  Pa 

Operation) 

Whirlpool 

John  H  Platts 

(64) 

472 

1 

100 

210 

783 

41 

10 

Detroit,  Mich 

Sale 

White  Consolidated 

Roy  H  Holdt 

(61) 

532 

39 

107 

— 

678 

40 

5 

Edgewood,  Md 

Financ: 

Whitney  Holding 

Patrick  A  Delaney 

(50) 

225 

23 

248 

28 

5 

New  Orleans,  La 

Bankini 

Whittaker 

Joseph  F  Alibrandi 

(53) 

637 

1  A 

1  ft 

1,235 

1  1 
1  1 

7 

f 

Boston,  Mass 

Administratioi 

57Emil  L  McNeely 

(63) 

434 

95  E 

265 

— 

704 

17 

n 

Pattonsburg,  Mo 

Marketin; 

Williams  Cos 

John  H  Williams 

(49) 

438 

29 

57 

— 

524 

23 

3 

Tulsa,  Okla 

Operation 

Wilson  Foods 

Kenneth  J  Griggy 

(48) 

158 

— 

— 

324 

482t 

6 

6 

Suffield,  Ohio 

Administratioi 

Winn-Dixie  Stores 

Bert  L  Thomas 

(64) 

425 

31 

— 

— 

456 

36 

16 

Malad,  Ida 

Administratioi 

Wisconsin  Elec  Pwr 

Charles  S  McNeer 

(56) 

196 

7 

203 

M 
oL 

o 

Gilbert,  W  Va 

Techmca 

WJ  i  •  /*  1"\         HAM  »/»  1 1 

1W  It  U)  V.  lit  III  1 1,  ill 

William  Wishnick 

(57) 

in4 

4 

3 

158 

32 

10 

Mom  Vi^t-L-  MV 

in  e w  i  orK,  in  i 

Administratioi 

F  W  Woolworth 

Edward  F  Gibbons 

(62) 

400 

— 

— 

— 

400 

8 

5 

Boston,  Mass 

Financ 

Wyman-Gordon 

Joseph  R  Carter 

(63) 

446 

10 

— 

— 

456 

25 

10 

Youngstown,  Ohio 

Operation 

Xerox 

58C  Peter  McColough 

(59) 

731 

95 

135 

76 

1,037 

27 

14 

Halifax,  Can 

Salet 

Zale 

Donald  Zale 

(49) 

285 

31 

316 

27 

11 

Wichita  Falls,  Tex 

Marketin 

Zapata 

B  John  Mackin 

(64) 

393 

3 

395 

3 

3 

Dallas,  Tex 

Lega 

Zayre 

Maurice  Segall 

(53) 

800 

60 

459 

1,320 

4 

4 

Joliette,  Can 

Retailin 

Zenith  Radio 

Revone  W  Kluckman 

(53) 

278 

23 

15 

316 

15 

1 

Mound  City,  SD 

Finance 

Zions  Utah  Bancorp 

Roy  W  Simmons 

(66) 

179 

47 

226 

28 

16' 

Portland,  Ore 

Bankin; 

ompensation  since  spinoff  from  LTV.  'For  Forbes  definitions  and  methodology  see  page  74. 

Estimate  "Succeeded  by  Sanford  C.  Sigoloff,  3/30/82. 

"Succeeded  by  David  T.  Kearns,  5/20/82. 
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Zero  to  60 
before 

anyone 

even 
gets 

rolling. 


No  copier  in  its  class  delivers  a 
faster  first  copy  than  the 
System  800.  From  a  cold  start, 
this  Savin  copier  turns  out 
60  copies  before  its  closest 
competition  produces  one. 
And  the  System  800  includes  a  fully 
automatic  document  feed  and  integrated 
20-bin  sorter. 

If  your  system  isn't  this  smart,  get 
rolling.  Call  (914)  769-9500, 
or  write  Savin  Corporation, 
Valhalla,  N.Y.  10595. 


sai/in 


The  Savin 
System  800. 

WBflr  @  Savin  and  Savin  logotype  are  registered  trademarks  of  Savin  Corporation    ©1982  Savin  Corporation,  Valhalla,  N.Y.  10595. 


The  Up  &  Comers 


"We  are  not  a  CIA  front"  says  Plenum 
Publishing  s  Martin  Tash.  "Can  I  convince 
you  of  that?  Probably  not. " 


Cloaks,  daggers 
and  dollars 


By  Paul  B.  Brown 


Plenum  Publishing 's  Martin  Tash 

"What  other  mystique  am  I  ever  going  to  have?" 


WHEN  PEOPLE  ASK  ME  what  I 
do,  I  tell  them  I'm  an  accoun- 
tant," says  Plenum  Publish- 
ing's  Martin  E.  Tash.  "That  stops  the 
conversation  right  there." 

Tash  has  another  line  for  old 
friends.  "I  tell  my  neighbors  that  I 
work  in  scientific  publishing.  No  one 
knows  what  that  means." 

You  wouldn't  think  that  Tash  had 
any  need  to  hide  his  light  under  a 
bushel.  On  revenues  of  only  $26  mil- 
lion last  year,  his  company  netted  $3.7 
million.  For  the  past  five  years  Plenum 
has  averaged  a  37%  return  on  equity 
with  virtually  no  debt  by  publishing 
journals  like  Folia  Morphologia,  Hyper- 
baric Oxygen  Review  and  the  Interna- 
tional Journal  of  Infrared  and  Millimeter 
Waves.  Published  eight  times  a  year  on 
average,  the  journals  enjoy  limited  ap- 
peal. Digestive  Diseases  and  Sciences  tops 
Plenum's  charts  with  a  circulation  of 
about  4,000.  For  good  measure  Plenum 
also  publishes  some  275  scientific 
treatises  and  monographs  each  year.  A 
recent  bestseller  was  Monoclonal  Anti- 
bodies, which  has  sold  5,355. 

There's  more:  titles  like  Lithuanian 
Mathematical  Journal,  Czechoslovak 
Journal  of  Physics  and  Soviet  Plant 
Physiology.  Magazines  and  books 
from  the  Eastern  bloc,  many  of  them 
touching  on  militarily  sensitive  tech- 
nologies, account  for  about  a  third  of 
Plenum's  business.  Plenum  owns  the 
English-language  rights  to  95  Soviet 
technical  journals  for  the  next  ten 
years.  It  also  has  many  of  the 
U.S.S.R.'s  top  technical  authors  and 
scientists  under  contract. 

"We  represent  a  window  through 
which  Eastern  and  Western  scientists 
can  communicate  with  each  other," 
says  Tash. 

Tash's  publications  are,  needless  to 
say,  widely  read  in  both  the  Soviet 
KGB  and  the  Central  intelligence 
Agency  headquarters  in  Langley,  Va. 

Plenum  Publishing's  curiously 
close  relationship  with  the  Soviet 
Union  began  in  1946  when  founder 
Earl  Coleman,  a  postwar  translator  of 
captured  German  documents,  began 
receiving  requests  from  American  sci- 
entists for  translations  of  Russian  sci- 
entific reports.  Coleman  became  con- 
vinced that  there  was  money  to  be 
made  importing  and  translating  Sovi- 
et scientific  journals.  Since  then  160 
journals  have  been  added,  60%  of 
them  Russian.  Indeed,  up  until  the 
early  Seventies  the  Soviets  accounted 
for  most  of  Plenum's  sales.  Tash,  an 
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It  has  front-wheel  drive 
and  a  standard  computer- 
monitored  4-cylinder 
engine  with  Electronic 
Fuel  Injection.  Automatic 
transmission,  power 
steering  and  power  front 
disc  brakes  are  stan- 
dard. And  V6  power  is 
available. 


Its  front-seat  leg  room  is 
within  tenths  of  an  inch 
of  most  full-size  cars,  it's 
built  with  new  robot 
technology,  laser  beam 
build-fits  and  gamma 
ray  inspections,  and 
protected  by  extensive 
new  anti-corrosion  treat- 
ments. Its  interior  luxury 
is  enough  to  make  even 
a  sales  manager  smile. 
And  its  price  will  make 
you  smile.  Especially 
when  you  compare  what 
Celebrity  can  give  you 
for  your  money  versus 
what  your  present  fleet 
cars  are  giving  you. 


It  has  more  restful  rear- 
seat  foot  room  for  three 
people  than  many  full- 
size  cars.  Yet  its  4-cyl. 
mileage  estimates  com- 
pare with  some  sub- 
compacts:  40  Est.  Hwy., 
[25]  EPA  Est.  MPG.  Use 
estimated  MPG  for  com- 
parisons. Your  mileage 
may  differ  depending 
on  speed,  distance, 
weather.  Actual  high- 
way mileage  lower. 
Some  Chevrolets  are 
equipped  with  engines 
produced  by  other  GM 
divisions,  subsidiaries, 
or  affiliated  companies 
worldwide.  See  your 
dealer  for  details. 


And  it  has  a  full  16- 
cubic-foot  trunk.  Espe- 
cially amazing  when  you 
consider  you're  looking 
at,  technically,  a  mid- 
size car.  The  type  of  car 
the  used-car  market  will 
be  looking  for.  Years 
from  now. 


Chevrolet 


CHEVROLET 
FLEET  SALES 


W  E 


H    A  V 


BUSINESS 


O  N 


OUR 


S    I  D 


The  Up  &  Comers 

accountant  who  had  been  with  a 
small  data  processing  leasing  busi- 
ness, suddenly  found  himself  in  a 
business  with  dim  prospects  when 
IBM  made  computers  widely  avail- 
able in  the  mid-Sixties.  Job-hunting, 
he  met  up  with  Coleman  and  joined 
Plenum.  Frank  Columbus,  in  charge 
of  Plenum's  Soviet  operations,  says 
the  relationship  is  still  evolving.  In 
the  Soviet  Union,  the  Academy  of  Sci- 
ences and  the  state  publishing  com- 
mittee are  Plenum's  counterparts. 

Columbus  spends  two  months  ev- 
ery year  in  the  Soviet  Union.  "We 
publish  on  the  leading  edge  of  science, 
and  so  we  want  to  know  who  is  doing 
the  best  stuff,"  he  says.  Locating  a  top 
Russian  eye  surgeon,  for  example, 
may  involve  a  series  of  telephone  calls 
to  the  top  U.S.  scientists  in  the  field, 
on  the  theory  that  the  right  scientists 
here  can  point  you  to  the  right  scien- 
tists over  there.  Tash  says  the  Soviet 
government  is  happy  to  assist  Plenum 
in  making  contact.  "They  are  eager  to 
brag  about  their  achievements,"  says 
Columbus.  "Remember,"  adds  Tash, 
"we  are  not  publishing  defense  re- 
search. Nobody — not  us,  not  them — 
is  going  to  show  you  that.  We  are 
publishing  pure  research." 

Once  Plenum  finds  the  right  eye 
surgeon — in  this  case  Svyatoslav  Fyo- 
dorov,  who  created  a  surgical  tech- 
nique that  eliminates  nearsighted- 
ness— it  asks  him  to  do  two  things. 

"We  hope  he'll  take  his  last  article 
and  add  15  chapters  to  it  so  we  have  a 
book, "  says  Columbus.  Equally  impor- 
tant, says  Tash,  is  to  retain  the  scientist 
as  an  adviser,  the  person  inside  the 
Soviet  Union  who  will  alert  Plenum  to 
groundbreaking  research  in  his  field. 

Why  does  Fyodorov  do  it?  Certainly 
not  for  the  money.  Plenum's  1 80  Sovi- 
et and  American  advisers  generally 
each  receive  no  more  than  a  $1,000 
annual  retainer  and  no  more  than  a 
5%  royalty  on  any  book  published  on 
their  recommendation.  A  5%  royalty 
on  a  book  that  sells  perhaps  1,000 
copies  at  $30  apiece  isn't  going  to 
enable  you  to  retire  early  to  the  Black 
Sea.  "They  can  make  more  in  one 
day's  consulting,"  Tash  concedes.  So 
why  go  on  retainer  with  Plenum? 
"Because  they  become  powerful  peo- 
ple," Columbus  replies.  "They  get  to 
decide  who  gets  published."  That 
power  is  not  absolute.  The  recommen- 
dations of  Soviet  advisers  are  checked 
against  the  strictest  capitalist  stan- 
dard of  all:  Will  it  make  money? 

Tash  admits  he's  a  bom  penny 
pincher.  He  spent  two  years  looking 


for  Plenum's  current  headquarters  on 
Spring  Street  in  lower  Manhattan.  "It 
isn't  particularly  fashionable,"  he 
says,  "but  here  I  have  a  ten-year  lease 
at  $4  a  square  foot,  vs.  at  least  $50  a 
square  foot  that  I'd  be  paying  if  I  were 
up  on  Madison  Avenue  with  the  rest 
of  the  publishing  industry."  When  it 
came  time  to  move,  he  was  too  cheap 
to  hire  professional  movers.  "I  got  es- 
timates and  they  wanted  $200,000," 
he  says.  "So  we  hired  three  workmen 
for  three  months,  bought  a  truck  we 
needed  anyway  for  our  warehouse  and 
did  it  ourselves  for  $30,000.  I  even 
helped  pack  the  boxes  myself." 

So  effective  is  Tash's  tightfisted  ap- 
proach that  Plenum  today  has  30%  of 
its  assets,  roughly  $7  million,  in  cash 
and  equivalents.  "I've  learned  that 
cash  is  cash  and  everything  else  is 
future  promises,"  says  Tash.  "Sure, 
you  can  do  all  sorts  of  things  with 
debt.  We  could  buy  a  company  twice 


"Look,  if  a  bomb  falls  on 
New  York  tomorrow,  we  all 
are  in  a  lot  of  trouble.  Until 
then,  scientists  will  have  to 
talk  to  one  another.  We've 
dealt  with  the  Russian  lead- 
ership since  Stalin  [and]  the 
world  has  gone  on.  .  . ." 


our  size.  But  how  many  companies  are 
in  trouble  now  because  of  high  interest 
rates  on  the  money  they  borrowed?" 
So  Tash  invests  in  cumulative  pre- 
ferred stock  and  high-yielding  com- 
mon stocks.  No  money  markets  for 
him.  "If  I  get  14%  in  the  money  mar- 
ket I  get  to  keep  only  7%  after  taxes. 
But  there  is  an  85%  exclusion  on  divi- 
dends a  corporation  receives  on  stock. 
So,  if  I  can  get  a  10%  yield  on  utility 
stocks  or  whatever,  I  get  to  keep  8.5% 
after  taxes." 

Acquisitions  might  be  an  alternative 
for  Plenum,  but  Tash  is  wary  of  them. 
"If  someone  wants  to  sell  you  his  busi- 
ness you  have  to  ask  yourself,  'What 
problems  does  he  see  down  the  road 
that  I  don't  see?'  "  Tash  learned  such 
humility  the  hard  way.  He  had  to  shut 
down  a  struggling  data  base  company 
Plenum  had  started  in  France  and  aban- 
don efforts  to  start  up  a  political  science 
abstracting  service  in  New  Jersey. 

Despite  all  these  misgivings,  how- 
ever, Tash  must  do  something  with  all 
that  cash.  So  this  time  he's  trying 
headhunting.  In  late  1981  he  started  a 
service  called  Career  Placement  Regis- 
try, a  personnel  data  base.  It  works  in 
somewhat  the  same  manner  as  IFI 
Plenum,  a  $1.7  million  (sales)  comput- 
erized data  base  of  1.4  million  chemi- 


cal, mechanical  and  electrical  patents 
that  the  company  has  operated  since 
1968.  Subscribers  to  DIALOG,  a  com- 
puterized information  network,  can 
learn  about  a  particular  patent,  or  dis- 
cover if  one  exists,  just  by  punching  in 
a  key  word  or  phrase  that  describes 
what  is  being  sought. 

CPR,  which  uses  the  same  comput- 
er system,  was  born  when  the  son  of 
an  IFI  employee,  a  college  senior, 
came  home  and  complained  about  all 
the  time  he  was  wasting  looking  for  a 
job.  "Half  the  interviews  I  go  on  have 
absolutely  nothing  to  do  with  the  job  I 
want,  or  even  with  what  I  studied,"  he 
groaned.  So  his  father  undertook  to 
computerize  a  job  search  program, 
and  now  Plenum  is  prepared  to  put  $3 
million  behind  the  effort.  National 
advertising  for  CPR  has  just  begun. 

Here's  how  it  works.  A  person 
looking  for  work  fills  out  a  detailed 
form  that  lists  500  fields  of  employ- 
ment, ranging  from  accounting  clerk 
to  zoologist.  The  applicant  specifies 
his  career  objectives.  A  chemist  with 
an  M.B.A.  may  want  to  switch  from 
research  into  sales  or  administration, 
for  example.  Educational  back- 
ground, job  experience,  geographic 
preferences  and  salary  history  and 
requirements  are  also  entered  into 
the  computer.  Meanwhile,  an  em- 
ployer looking  for  a  chemist  with  a 
business  background  who  wants  to 
work  in  administration  would  enter 
that  information.  CPR  would  match 
the  two  as  would  a  computerized 
dating  service. 

Already  some  8,000  employers — 
virtually  all  of  the  Forbes  500s  com- 
panies among  them — have  access  to 
the  DIALOG  system.  Students  get  to 
enter  their  names  in  the  system  for 
just  $8.  Other  applicants  must  pay 
anywhere  from  $15  to  $40,  depending 
on  salary  level  sought.  Employers  pay 
$35  for  a  search  that  will  produce  up 
to  12  names.  If  they  do  the  search 
themselves  they  pay  $50  per  hour  for 
the  computer  time. 

"If  nothing  else,  it  will  save  the 
college  senior  from  having  to  send  out 
blind  resumes, "  says  Tash.  "If  he  sends 
out  100  resumes,  the  postage  alone 
runs  $20."  Harry  Allcock,  who  runs 
CPR,  says  it's  more  efficient  for  em- 
ployers and  employees:  "There  are  no 
advertising  costs,-  campus  interviews 
don't  have  to  be  arranged  and  personnel 
firms  don't  have  to  be  hired." 

Tash  says  he's  prepared  to  spend  $3 
million  out  of  cash  flow  over  the  next 
three  years  to  launch  CPR.  "I  don't 
think  it  will  cost  anything  like  that  to 
make  CPR  successful,  however,"  he 
says.  "We're  starting  to  get  some  in- 
come already.  If  it  doesn't  work,  you 
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ran  Am  Clipper  class.  Koom  lo  1  hink, 

RoomTbVNfork, 
Civilized  Alternative  for  the  Business  Traveler. 


When^ou  Treat 
Someone  Special, 
He  Feels  Special. 

The  seats  are  wider  and  more 
comfortable.  And  there  are  fewer 
of  them.  Which  means  that  wher- 
ever you  sit,  you're  never  more 
than  one  seat  off  an  aisle. 


Neve  Been  Understanding 
fhe  BusinessTraveler  For 
Over  50  ^fears.  

Pan  Am  was  the  first  airline  in  the  world  to  of- 
ier  special  business  class  service.  We  call  our 
;ervice  Clipper"  Class.  And  we  feel  it's  a  civilized 
dternative  to  flying  coach  when  you're  flying  on 
business. 

The  first  thing  you'll  notice  about  Clipper     X^^N        For  reservations  and  information  call 
Ilass  is  that  it's  in  an  entirely  separate  sec-     ^Ec^    Pan  Am,  your  Travel  Agent  or  Corporate 
ion  of  the  airplane.  \^£^T7     Travel  Department. 


It's  peaceful  and  quiet  in 
Clipper  Class,  so  you  can  hear 
yourself  think. And  again,  thanks 
to  the  extra  room,  there's  also 
extra  privacy.  So  you  can  discuss 
business  without  having  strangers  mind 
your  business. 

The  food,  too,  is  special  in  Clipper  Class.  It's 
prepared  by  master  chefs  in  Pan  Am's  own 
kitchens,  and  then  served  on  genuine  china  in- 
stead of  genuine  plastic.  Headsets  are  compli- 
mentary. And  drinks  on  the  plane  are  on  the 
house. 

You  can  experience  Pan  Am  Clipper  Class  on 
all  widebody  747  and  L-1011  flights  in  the  U.S. 
and  around  the  world. 


Pan  Am.^ibu  Cant  Beat  the  Experience. 


WORLDWIDE 
ACCEPTANCE 
WHERE  YOU  DO 
BUSINESS  MOST. 

At  Diners  Club* we're 
in  business  for  busi- 
ness people.  So  Diners 
Club  establishments  are 
located  in  precisely  those 
cities  which  account  for 
the  largest  shares  of 
world  business.  Natu- 
rally, we  recognize  the 
importance  of  broad, 


global  coverage  too. 
Diners  Club  is  honored 
by  every  major  airline 
and  car  rental  and  by 
the  finest  hotels,  shops 
and  restaurants  in  the 
world. 

FINANCIAL  FREEDOM 
TO  GET  THINGS  DONE. 

You  became  an  execu- 
tive by  making  indepen- 
dent financial  decisions. 

So  when  you  qualify 
for  a  Diners  Club  Card 


we  think  you  should 
have  the  right  to  con- 
tinue making  those  same 
decisions.  That's  why 
we  do  not  impose  any 
preset  spending  limit  on 
you.  At  Diners  Club  your 
spending  limit  is  deter- 
mined by  your  spending 
and  payment  pattern. 

WE  SOLVE 
TRAVEL  PROBLEMS 
24  HOURS  A  DAY. 

One  of  the  few  things 


you  can  count  on  wri 
you're  traveling  on  bi 
ness  is  a  change  of  pU 
But  no  matter  how  ! 
expected  the  unexpec 
may  be,  it's  still  a  dra 
on  your  energy  wherj 
you  have  to  make  ne 
arrangements  at  the 
minute.  So  we've  dev 
oped  a  24  hour  servi 
that  no  other  charge 
card  company  has. 
We've  enlisted  the  aic 
of  Woodside.  the  wor 
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EVEN  WHEN  ALL  ROADS  SEEJV 
BLOCKED,  DINERS  CLUB  CAN 
HELP  YOU  GET  THERE. 


least 
Lin  f 


I  rgest  association  or 
[  isiness  travel  agencies, 
j  e  ll  give  you  a  special 
[  11-free  number  to 
til  24  hours  a  day.  In 
lost  cases  they'll  make 

!W  arrangements  for 
pu  while  you're  still 
m  the  phone— for 
I  ist  about  everything 
:  om  airline  and  car  ren- 
1  to  hotel  reserva- 

ons.  There  is  no  fee 
whatsoever. 

FINANCIAL  SERVICES 
.   FROM  CITICORP 

j  Citicorp  offers  a 
fumber  of  financial 
^rvices  to  Diners  Club 
embers.  One  of  them 
cash  when  you  need 
.  In  fact,  Citicorp  can 
iven  provide  you  with 
[ash  where  cash  is  hard- 
st  to  come  by:  overseas, 
ifour  Diners  Club  Card 


entities  you  to  casn  your 
personal  check  for  up 
to  $1,000  at  Citibank 
branches  in  major  cities 
around  the  world. 
Your  Diners  Club 


Card  even  entitles  you 
to  sell  or  purchase 
foreign  currency  with- 
out the  normal  fee  at 
Citibank  branches 
overseas. 


WE'RE  NOW  PART  OF 
CITICORP 


Citicorp  has  long 
been  one  of  the  most 
innovative  financial 


institutions  in  the  world. 

Today  they  offer  a 
broader  range  of  finan- 
cial services  than  any 
other  banking  institu- 
tion. In  94  countries 


around  tne  worm, 
Citicorp  is  now  meeting 
the  needs  of  govern- 
ments, businesses  and 
over  10  million  con- 
sumer households. 

Citicorp  achieved  its 
position  by  working  hard- 
er, by  seeing  farther,  and 
by  understanding  their 
customers'  needs  better. 

Now  that  we've 
joined  forces,  Citicorp 
is  determined  to  build 
and  maintain  Diners 
Club  as  the  premiere 
charge  card  for  today's 
executive.  So  apply  for  a 
Diners  Club  Card  today. 

You'll  find  that  our 
horizons  are  just  as 
broad  as  yours. 

CALLTOLL-FREE: 

(800)525-7000. 

In  Colorado,  call  collect: 
(303)741-2433. 


DINERS  CLUB  FROM  CITICORP© 

V,      •  gjf 


YOU  CAN  DROP  OUR  NAME  WHERE  IT  COUNTS. 


:0W  NEC  BROUGHT  JAPAN'S  SKILL 
!N  MINIATURIZATION  TO  THE  US. 

Establishing  a  successful  semiconduaor  subsidiary  in  the  U.S.  was  no  small  fe 
that's  why  Nippon  Electric  selected  a  bank  from  their  own  country  Bank  of  Bosto 

The  parent  company  liked  the  idea  of  having  a  U.S.  bank  with  full-service 
acilities  nearby  in  Tokyo.  And  U.S.  management  was  impressed 
vith  our  performance  for  other  high  technology  companies 
8  the  States. 

Our  Reverse  Investment  Division,  a  group  that  spe- 
ializes  in  working  with  expanding  foreign  nationals, 
lelped  acclimate  NEC  to  American  business  and 
>anking  practices.  Then,  when  NEC  needed  a  sub- 
tantial  line  of  credit,  our  own  understanding  of  Japa- 
tese  banking  and  business  practices  enablea  us  to 
>rovide  them  with  the  money  they  needed. 

Now  Bank  of  Boston  also  provides  NEC  with  a 
vide  variety  of  corporate  services, 
anging  from  the  most  sophisticated 
ash  management  system  to  our 
inique  freight  payment  service. 

And  due  to  the  tremen- 
lous  potential  in  the  miniatur- 
ztd  market,  they'll  be  investing 
mother  $100,000,000  in 
he  U.S. 

Bank  of  Boston's  International 
)ivision  and  Reverse  Investment  Group 
lelped  NEC  establish  roots  in  the  United  States. 
Tiat's  what  we  did  for  them. 

Now,  what  can  we  do  for  you? 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 

BANK  OF  BOSTON 


VE'VE  DONE  IT  WE  CAN  DO  IT  FOR  YOU 


shut  it  down.  But  it  will  work." 

If  the  project  pays  off,  it  could  have 
a  considerable  impact  on  Plenum's 
bottom  line.  Even  without  it,  Plen- 
um's 1,000-or-so  shareholders  have 
few  causes  for  complaint.  The  stock 
has  been  rising  fairly  steadily  since 
the  early  Seventies  and  recently  hit  a 
new  high  of  $21.  Yet  there  seems 
room  for  further  growth:  Plenum 
trades  over-the-counter  at  only  10 
times  last  year's  earnings.  First-quar- 
ter 1982  earnings  were  down  a  bit  but 
only  because  Plenum  took  a  writeoff 


on  its  security  portfolio. 

Another  diversification,  still  in  the 
discussion  stage,  is  importing  Russian 
television  programs  to  the  U.S. 

What  of  the  future?  With  over  a 
third  of  his  business,  and  the  most 
profitable  part  of  it,  coming  from  the 
Soviet  Union,  wouldn't  a  simple 
"Nyet"  put  Plenum  out  of  business? 

"No,"  says  Tash.  "Look,  if  a  bomb 
falls  on  New  York  tomorrow,  we  all 
are  in  a  lot  of  trouble.  Until  then, 
scientists  will  have  to  talk  to  one  an- 
other. We've  survived  Korea,  the  Bay 


The  Up  &  Comers 


Charles  Muench  didnt  trust  himself  to  run 
the  companies  he  started.  He  doesnt  seem 
to  trust  his  handpicked  CEOs  either. 


The  reluctant 
entrepreneur 


Intelligent  Systems'  Peter  Cumin  and  Charles  Muench 

"Some  of  the  most  brilliant  decisions  are  made  by  default. 


of  Pigs,  Vietnam,  Afghanistan  and  Po- 
land. We  have  dealt  with  the  Russian 
leadership  since  Stalin.  The  world  has 
gone  on  no  matter  who  is  in  charge." 

As  for  those  persistent  rumors  that 
Plenum  is  a  CIA  front,  Tash  says:  "We 
are  not  a  CIA  front.  Can  I  convince  you 
of  that?  Probably  not."  But  he  seems  to 
enjoy  the  mystery.  "Why  shouldn't  I?" 
he  asks.  "I'm  an  accountant  who  lives 
in  the  suburbs.  What  other  mystique 
am  I  ever  going  to  have?" 

Isn't  that  just  what  a  spy  would  say? 

"Of  course!"  ■ 


By  Jayne  A.  Pearl 

Alight  blue  grid  appears  on  the 
display  screen  of  the  Intelli- 
i  gent  Systems  Model  8064  ter- 
minal. With  a  few  deft  taps  on  the 
keyboard,  Charles  A.  Muench  Jr.  (pro- 
nounced like  the  German  city  Mu- 
nich) writes  "Time"  on  the  horizontal 
axis,  going  back  five  years,  and  "Dol- 
lars" on  the  vertical  axis.  Tap.  Tap. 
Tap.  A  bright  yellow  line  climbs 
across  the  screen  from  left  to  right, 
stopping  at  almost  $25  million  this 
year,  up  33%  from  last  year.  The  word 
"sales"  appears  beside  a  small  yellow 
square  beneath  the  grid.  Then  comes  a 
green  line  for  earnings  that  wriggles  to 
$3.2  million  in  1982,  up  over  102% 
from  last  year.  Return  on  equity  has 
been  running  about  25%  since  ISC 
went  public  a  little  over  a  year  ago, 
notes  Muench  as  his  company's  logo 
flashes  across  the  screen  in  bold,  red 
roman  letters. 

Normally  ISC  terminals  have  to 
work  much  harder,  synthesizing 
pages  of  computer  printouts  into 
easy-to-read  diagrams.  The  chase 
planes  that  monitored  the  space  shut- 
tle Columbia's  lift-off  and  landing 
were  guided  by  ground  control  using 
ISC  terminals.  Doctors  run  neuropsy- 
chological tests  directly  on  the  termi- 
nal, which  instantly  analyzes  the  re- 
sults. More  conventionally,  ISC  ter- 
minals can  be  seen  at  work  in  electric 
utilities,  tracing  power  utilization 
and  load  levels  and  switching  circuit 
breakers. 

Muench,  45,  is  understandably 
proud  of  ISC's  first  steps  as  a  public 
company.  But  he  is  quick  to  admit  it 
was  desperation,  not  the  burning  zeal 
of  a  born  entrepreneur,  that  caused 
him  to  start  the  company  in  1973. 
And,  proud  as  he  is,  this  time  he's  not 
going  to  be  so  quick  to  rest  on  his 
laurels,  as  he  did  with  the  first  com- 
pany he  started. 

"I  had  to  learn  everything  the  hard 
way,"  he  explains.  "I  had  never  run  a 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 


o 


Warner  Communications  Inc. 

800,000  Common  Stock  Purchase  Warrants 
to  Purchase  800,000  Shares  of  Common  Stock 


Price  $191/s  Per  Warrant 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement 
is  circulated  from  the  undersigned,  or  other  dealers  or  brokers  as  may  lawfully 
offer  these  securities  in  such  State. 


Bear,  Stearns  &  Co 

May  10, 1982 


Shearson/American  Express  Inc 


The  Up  &  Comers 


business  before.  I'd  never  known  any- 
one who  had  started  a  company.  I  only 
took  one  accounting  course  at  Geor- 
gia Tech." 

Muench  was  at  Georgia  Tech  work- 
ing on  his  Ph.D.  in  electrical  engineer- 
ing back  in  1964.  Having  spent  the 
prior  four  years  working  for  Tampa 
Electric  Co.,  he  had  become  interest- 
ed in  computers  and  decided  to  try  his 
hand  at  designing  a  new  low-cost  con- 
trol system.  Building  a  prototype  out 
of  readily  available  parts  with  $200  of 
his  savings,  he  discovered  he  could 
cut  the  cost  of  components  by  at  least 
50%  if  he  used  the  then-new  integrat- 
ed circuits.  A  Motorola  salesman, 
Paul  Sitton,  heard  about  Muench 
through  one  of  the  utility  companies 
where  Muench  was  trying  to  peddle 
his  prototype.  He  approached  Muench 
about  starting  a  company  together  to 


Muench  is  understandably 
proud  of  ISC's first  steps  as 
a  public  company.  But  he  is 
quick  to  admit  it  was  des- 
peration, not  the  burning 
zeal  of  a  born  entrepreneur, 
that  caused  him  to  start  the 
company  in  1973. 


market  the  product.  Having  little  to 
lose,  Muench  was  quick  to  agree. 

Muench  put  up  the  rest  of  his 
$3,500  bank  account  for  a  controlling 
55%  of  the  new  company,  Integrated 
Systems.  Sitton  promised  to  put  up 
$2,000  for  20%  of  the  stock  and  be- 
came vice  president  of  sales  and  mar- 
keting. Then  Muench's  younger 
brother  chalked  up  an  additional 
$2,000  for  the  remaining  20%  and 
Muench's  mother-in-law  lent  $2,000. 
The  company  was  getting  off  to  a  slow 
start  and  within  three  months  Sitton 
began  to  lose  interest.  So  Muench 
bought  out  Sitton's  holdings  and  took 
on  the  marketing  effort  himself. 

Four  years  later  Muench's  fledgling 
Integrated  Systems  had  reached  al- 
most $1  million  in  sales,  but  was  for- 
ever running  short  of  capital.  Un- 
knowingly, he  was  constantly  squan- 
dering the  increasingly  scarce  venture 
capital  sources  he  had  snared  over  the 
years  because  of  poor  cost  controls.  So 
when  acquisitive  Esterline  Corp.,  the 
parent  of  one  of  his  suppliers,  came 
along  with  an  offer  to  buy  the  com- 
pany for  $1 .2  million  in  stock  in  1972, 
Muench  grabbed  it.  "I  thought  it  was 
the  opportunity  of  a  lifetime,"  he 
says.  "Here  we  were  so  small,  getting 
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A  new  name  for  Bliss  &  Laughlin  Industries: 

NYSE  Symbol  AX 

.  a  family  of  leading-edge  companies,  a  portfolio  of  solid  assets 


Axia  Produces  for  its  Shareholders 


Fully  Diluted  Earnings  Per  Share 


(In  dollars) 

i  20r 


Dividend  Rale  (Year  End) 


71        72       73       74       75       76       77       78       79       80  81 


71       72       73       74       75       76       77       78       79       80  81 


Bliss  &  Laughlin  Industries  is  now  Axia 
Incorporated  And  you  can  be  sure  that 
the  decision  to  change  a  name  as  well- 
respected  in  industry  as  Bliss  &  Laughlin 
wasn't  taken  lightly.  As  a  matter  of  tact,  the 
company  has  been  changing,  broadening, 
diversifying  since  1961 

Our  new  name  reflects  that  change 

Axia  is  a  prudently-managed  family  of 
wholly-owned,  but  autonomous  operations. 
We  call  them  "niche"  businesses,  and  we 
manage  them  as  a  portfolio  of  assets 

Each  Axia  division  or  subsidiary  is  a  leader 
in  its  particular  industry.  Each  is  indepen- 
dent with  its  own  identity. 

The  earnings  growth  of  Axia  over  the  past  10 
years  suggests  that  this  philosophy  works. 
So  Axia  management  intends  to  continue  its 
approach  and  to  build  its  future  on  that  phi- 
losophy Here  are  the  components  that  are 
Axia  today,  they  will  continue  to  help  us  grow 
m  the  years  to  come: 


Metal  Products  Group 

Faultless  Division  and  Faultless- 
Doerner  Manufacturing,  Inc. 

Casters  for  home,  office,  and  industry; 
metal  chair  bases  and  controls 

Nestaway  Division 

Wire  fabricated  baskets  for  home 
appliances,  industrial  flexible 
conveyors,  racks,  shelving;  lawn 
and  patio  furniture 

Tekform  Products  Co. 

Metal  packaging  for  hybrid  micro- 
electronics, components  for  defense, 
computers,  aircraft  electronics 
medical  instruments 

Dave  Fischbein  Co. 

Industrial  bag  closing  sewing 
machines,  material  handling 
equipment  t 

Metalart  Buckle  Co. 

Buckles,  metal  accessories  for 
apparel  trade 

Amprix  Electronics  Co. 

Electronic  components  for  automotive 
aftermarket 


Construction  Tools  Group 

Ames  Taping  Tool  Systems  Co. 

Drywall  taping  tools 

Goldblatt  Tool  Co. 

Drywall.  plastering,  masonry  tools 

Marco  Paper  Products  Co. 

Drywall  tape 

Jensen  Tools.  Inc. 

Marketer  of  tools  and  tool  kits  for 
electronic  technicians  and  precision 
mechanics 

Markson  Science,  Inc. 

Marketer  of  products  for  industrial, 
chemical,  educational,  and  biomedi- 
cal research  laboratories 

Direct  Safety  Company 

Marketer  of  brand  name  safety 
products  and  accessories 

Steel  Group 

Bliss  &  Laughlin  Steel  Co. 

Leading  independent  producer  of 
cold  finished  steel  bars  in  the  U  S 


For  a  copy  of  our  Annual  Report,  write: 


Incorporated 

Executive  offices:  122  W.  22nd  Street.  Oakbrook,  IL  60521.  Telephone:  312  654-3350 


The  Up  &  Comers 


connected  with  a  $100  million  com- 
pany, which  seemed  gigantic  to  us  at 
the  time.  I  loved  the  security  and 
would  have  liked  to  work  there  the 
rest  of  my  life.  I  never  dreamed  of 
starting  another  company." 

Confident  that  he  would  so  impress 
Esterline  that  he  could  negotiate  an 
even  juicier  compensation  package 
later,  Muench  signed  only  a  three- 
year  management  contract,  for 
$30,000  a  year.  "We  also  thought  we 
were  buying  in  low  at  $10  a  share,"  he 
says  of  the  merger  offer,  which  netted 
him  less  than  2%  (then  worth 
$500,000)  of  Esterline's  shares.  "After 
all,  Esterline  shares  had  been  trading 
as  high  as  $75." 

Then  came  the  1973  oil  embargo. 
His  old  company's  main  customers, 
the  electric  utilities,  were  clobbered. 
Exasperated  with  Muench's  inept 
management,  after  just  fifteen 
months  Esterline  suggested  that  he 


"J  thought  it  was  the  oppor- 
tunity of  a  lifetime.  We  were 
so  small.  A  $100  million 
company  seemed  gigantic 
to  us  at  the  time.  I  loved  the 
security  and  would  have 
liked  to  have  worked  there 
the  rest  of  my  life." 


take  a  vacation  for  the  duration  of  his 
management  contract.  His  Esterline 
holdings  weren't  even  worth  $3  a 
share  and  wouldn't  make  it  back  up  to 
$10  until  1979.  The  sprawling  seven- 
bedroom  colonial  home  he  had  just 
built  overlooking  the  Chattahoochee 
River  outside  Atlanta  was  equally  un- 
salable in  the  crashing  real  estate  mar- 
ket. All  of  a  sudden  Meunch  was  in 
trouble.  So  he  decided  to  start  up  an- 
other company. 

One  thing  Muench  had  plenty  of 
was  room  in  his  5,000-square-foot 
basement.  He  also  had  an  idea  on  the 
back  burner  for  a  new  product — the 
colorgraphic  terminal — that  could  be 
attached  to  his  first  company's  con- 
trol system  as  a  more  sophisticated 
video  display.  Esterline  never  shared 
Muench's  enthusiasm  for  the  idea, 
but  he  managed  to  talk  both  the  re- 
search director  of  his  old  company 
and  another  technician  into  helping 
him  develop  his  colorgraphic  termi- 
nal in  the  basement.  The  research 
head  agreed  to  try  it  for  just  $  1 0,000  in 
cash — for  groceries  and  mortgage  pay- 
ments— and  49.6%  of  the  stock  in  In- 
telligent Systems.   The  technician 
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Dictaphone  has  a  little 
something  for  every  pocket, 


And  pocketbook. 


No  wonder  Dictaphone  portable  dictating  machines  are  in  so  many 
executive  hands.  Available  in  popular  standard,  micro-  and  minicassette 
sizes,  they  are  light,  compact  and  utterly  reliable.  Wherever  you  travel, 
whenever  you  go.  Dictaphone  portable  dictating  machines  won't  let  you 
forget  a  thought.  Think  about  that.  jdjitb  njctanhon© 
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came  on  board  for  no  cash  and  50,000 
shares,  a  less  than  1%  position.  That 
left  just  49.6%  for  Muench. 

After  the  humbling  Esterline  fiasco, 
Muench  let  his  research  head  take  the 
chief  executive  title.  "I'm  just  too 
easygoing,"  says  Muench.  "I  never 
would  have  been  as  hard-nosed  about 
customers'  paying  and  credit  terms, 
or  as  good  in  finance." 

Now  all  he  had  to  do  was  raise  some 
startup  money.  "I  couldn't  get  my 
foot  in  the  door  at  the  banks,"  he 
recalls.  "The  venture  capital  people 
were  all  dried  up."  But  from  the  origi- 
nal backers  of  his  first  company,  who 
had  sold  out  for  almost  ten  times 
what  they  put  in,  Muench  was  able  to 
raise  $75,000.  One  former  backer 
from  Tampa  even  sold  his  life  insur- 
ance to  raise  another  $10,000  for 
Muench. 

It  took  a  year  to  build  a  prototype 
but,  again  by  using  microscopic  com- 
ponents for  the  first  time,  it  looked 


After  the  Esterline  fiasco, 
Muench  let  his  research  head 
become  chief  executive.  "I'm 
just  too  easygoing,"  says 
Muench.  "J  never  would  have 
been  as  hard-nosed  about 
customers  'paying  and  credit 
terms,  or  as  good  infinance." 

like  Intelligent  Systems  would  be  able 
to  field  a  color  terminal  that  could  sell 
at  $7,000 — half  the  cost  of  the  cheap- 
est color  unit  on  the  market  and  com- 
petitive with  black-and-white  units. 
That  broadened  the  market  consider- 
ably from  the  traditional  electric  util- 
ity and  scientific  lab  users  to  the  po- 
tentially far  more  numerous  financial 
and  office  management  users. 

In  late  1974  Muench  shipped  his 
first  colorgraphic  terminal  to  Bell 
Labs  in  New  Jersey.  Sales  chugged 
along  at  barely  one  a  month  the  first 
half  year,  until  Taylor  Instruments, 
today  one  of  ISC's  biggest  accounts, 
put  in  its  first  four-unit  order.  Word  of 
mouth  took  off  from  there,  and  soon 
there  were  over  30  people  crammed 
into  Muench's  basement,  busily 
cranking  out  $250,000  worth  of  ter- 
minals a  month.  For  three  years  his 
long-suffering  wife,  Jeannette,  did  the 
mailings  and  stoically  put  up  with  a 
car-packed  driveway  and  constant 
traffic  in  and  out  of  the  ground  floor 
bathrooms.  Only  when  she  became 
pregnant  with  their  fourth  child  in 
1976  did  Muench  move  Intelligent 
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The  biggest  mouth 
you  feed 
is  your  Tax  Bite. 


It's  not  fussy.  It  will  eat  anything... 
your  earnings,  savings  interest 
and  investment  income.  But  there 
is  a  way  to  curb  your  Tax  Bite's 
ravenous  appetite.  It's  called  the 
T.  Rowe  Price  Tax-Free  Income  Fund. 

•  Tax-Free— no  income  tax  for 
the  IRS*. 

•  Prompt  Redemption-by  calling 
toll  free  or  simply  writing  a  check. 

•  Low  Minimum-as  little  as  $1,000 
can  start  you  receiving  tax-free 
income. 

•  No  Load— no  sales  charge  or  re- 
demption fee. 

•  Easy  to  Purchase— send  in  the  coupon 
or  call  toll  free  1-800-638-5660. 

In  Maryland  1-800-492-1976. 
In  Baltimore  547-2308. 

For  more  complete  information,  including  manage- 
ment fee  and  other  charges  and  expenses,  obtain  a 
prospectus.  Read  it  carefully  before  you  invest  or 
send  money.  "Income  may  be  subject  to  state  and 
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Systems  out  of  his  basement. 

Muench  vividly  recalls  those  early 
days:  "Some  of  the  most  brilliant  de- 
cisions are  made  by  default,"  he  says 
with  becoming  modesty.  Like  the 
idea  of  raising  working  capital  by  of- 
fering a  5%  discount  to  any  customer 
willing  to  pay  cash  up  front  before 
delivery.  Says  Muench:  "It  wasn't 
that  there  were  two  doors  to  open  and 
we  went  through  the  right  one.  To  get 
that  at  a  bank  would  be  prohibitively 
costly.  To  get  it  from  a  venture  cap- 
italist I'd  have  to  give  away  30%  to 
40%  of  the  company.  We  had  no 
choice." 

Customers  like  Chrysler  and  West- 
inghouse  were  indignant.  "  'We  have 
a  90-day  policy,'  they  would  say," 
says  Muench.  "But  they  did  it  anyway 
because  they  couldn't  go  down  the 
street  and  get  a  better  price.  At  our 
price  we  had  no  competition."  With 
his  own  suppliers  Muench  took  exact- 
ly the  opposite  tack,  again  because  he 
had  no  choice.  He  used  distributors 
who  were  willing  to  carry  the  com- 
pany for  60  to  90  days.  That  cost  him  a 
hefty  15%  extra.  "Since  we  knew  that 
in  advance  we  just  passed  it  on  to  our 
customers,"  says  Muench.  "We  had 
to  buy  hand-to-mouth." 

To  his  credit,  Muench  also  took 
advantage  of  lessons  learned  from  his 
first  company,  like  "it's  hard  to  make 
a  buck  in  the  customizing  business." 
From  the  first,  ISC  offered  only  stan- 
dardized products  and  primarily  sold 
to  original-equipment  manufactur- 
ers— to  save  on  both  production  and 
marketing  manpower. 

And  this  time  Muench  keeps  a 
close  eye  on  the  business  by  linking 
one  of  his  own  Model  8001  units  up 
with  an  IBM  System  34  for  inventory 
and  cost  control.  The  computer  is 
supposed  to  kick  out  any  order  that 
would  mean  material  cost  of  more 
than  30%  to  40%  of  the  price  and 
production  costs  of  more  than  12%  of 
price.  But  perhaps  the  most  important 
decision  Muench  had  to  make  came 
in  1980  when  he  decided  to  replace 
Ezra  Mintz  as  chief  executive  with 
Peter  Curnin,  a  20-year  IBM  veteran 
who  had  most  recently  headed  prod- 
uct planning  at  the  General  Systems 
Division.  "Some  people  just  can't 
seem  to  delegate  responsibility  suffi- 
ciently," says  Muench. 

Curnin  put  in  new  marketing  and 
promotional  programs,  and  a  package 
of  novel  labor  incentives.  He  was  also 
a  major  force  in  bringing  the  com- 
pany public  a  year  and  a  half  ago  with 
a  nicely  timed  initial  offering  of 


750,000  shares  of  common  stock  at 
$16  a  share.  The  stock  now  trades  for 
about  18'/2,  down  about  36%  from  its 
high  of  $29  last  spring.  That  com- 
pares favorably  with  larger  competi- 
tors like  Datapoint  and  Data  General, 
whose  stock  is  down  82%  and  54%, 
respectively. 

So  Muench  thinks  he's  sitting  pret- 
ty at  the  moment.  "This  time  our 
business  is  spread  out  among  67  origi- 
nal-equipment manufacturers,  none 
with  more  than  4%  of  our  sales."  He 
adds  wistfully,  "It's  also  possible  that, 
due  to  the  recession,  more  of  the  high- 
cost  color  market  will  go  to  us  be- 
cause we  can  give  customers  who 
need  to  tighten  their  belts  a  little  less 
performance  for  a  lot  less  dollars." 

With  Curnin  on  board,  Muench  has 
now  started  yet  a  third  company, 
PrintaColor,  which  makes  color 
printers  that  can  produce  hard  copy 
from  his  color  terminals. 

Why  didn't  Muench  incorporate  the 
printer  into  Intelligent  Systems'  prod- 
uct line?  "The  board  didn't  want  to 
spend  the  money,"  replies  Muench. 
But  the  original  shareholders,  who 
twice  made  a  killing,  were  glad  to. 
With  their  seed  capital,  Muench  start- 
ed PrintaColor. 

Management  followed  a  familiar 
pattern.  Although  Muench  held  the 
chief  executive's  post  for  a  year  he 
then  brought  in  a  professional  finan- 
cial man  to  take  it  from  there.  But 
that  financial  man  lasted  only  15 
months  before  Muench  replaced  him. 

Why  did  Muench  have  to  start  three 
companies  instead  of  one?  Why  did  he 
have  to  appoint  so  many  lieutenants 
to  be  chief  executive  in  his  stead? 
"I've  made  a  lot  of  mistakes  and  I'm 
sure  I'll  make  more,"  he  replies  even- 
ly. "I  just  hope  they're  not  as  bad  as 
we  go  along." 


Global  Marine  rigs 
for  heavy  weather 

Several  months  ago  all  560  of  the 
world's  fleet  of  offshore  oil  rigs 
were  busy,  or  "turning  to  the  right," 
as  it  is  called  in  the  trade.  Today  15 
are  out  of  work,  and  there  are  omi- 
nous signs  that  this  may  be  just  the 
beginning. 

Few  offshore  companies  have  been 
as  bullish  as  Global  Marine  (Forbes, 
Feb.  16,  1981).  In  the  late  Seventies, 
Global  President  Russell  Luigs  or- 
dered $25  million-a-copy  rigs  right  and 
left  in  anticipation  of  the  last  boom, 
and  it  paid  off  in  spades.  Global's  earn- 
ings, cash  flow  and  net  worth  began 
doubling  each  year,  and  in  1980  Glo- 
bal's stock  shot  to  $36  (adjusted  for 
splits),  one  of  the  biggest  gainers  on  the 


New  York  Stock  Exchange. 

But  now  Global's  stock  is  down  to  a 
recent  15,  about  $2  over  book  value. 
That's  a  price/earnings  ratio  of  just 
above  4  on  this  year's  estimated  earn- 
ings of  $3.50  a  share. 

What  has  the  market  worried,  be- 
sides sinking  oil  prices,  is  the  20  rigs 
Global  has  on  order.  They  are  sched- 
uled to  slide  out  of  shipyards  between 
now  and  early  1984,  adding  to  the 
company's  current  fleet  of  23  rigs. 
That's  $1.1  billion  in  orders,  more 
than  twice  Global's  current  equity. 

"The  oversupply  came  about  a  year 
sooner  than  we  expected,"  says  the 
crew-cut  Luigs  coolly.  "I  think  the 
bottom  will  come  in  about  18 
months,  and  the  oversupply  will  be 
absorbed  in  2 '/>  years."  Luigs  says  he 
thinks  Global  will  plow  through  the 
choppy  waters,  although  admittedly 
at  a  somewhat  reduced  pace. 

"Historically,  demand  for  offshore 
rigs  really  doesn't  fluctuate  much;  it 
rises  about  10%  a  year,"  he  says.  "It's 
supply  that  occasionally  overruns  de- 
mand," he  adds.  That  is  happening 
with  a  vengeance  right  now.  Rigs  or- 
dered during  the  boom  will  expand 
the  world's  fleet  28%  this  year  and 
another  8%  in  1983.  Like  many  other 
offshore  drillers,  Global  stopped  or- 
dering rigs  a  year  ago. 

Luigs  concedes  that  day  rates  on 
offshore  rigs  are  likely  to  drop  25%  to 
30%,  from  highs  of  $100,000  on  semi- 
submersibles  and  $60,000  for  jackups. 
"We  may  see  new  contract  rates  on 
our  rigs  fall  below  breakeven  on  a 
P&L  basis,  but  they'd  have  to  drop  a 
lot  further  to  fall  below  breakeven  on 
a  cash  flow  basis,"  he  says.  The  point 
is  that  offshore  rigs,  which  carry 
heavy  investment  tax  credits  and  de- 
preciation charges,  are  such  good  tax 
shelters  that  Global  could  take  a  50% 
rate  cut  on  many  of  its  rigs  before 
reaching  a  negative  cash  flow. 

Global's  rate  slide  will  be  cush- 
ioned by  high  day  rates  on  its  current 
two-to-five-year  contracts,  while  the 
company  tries  to  find  work  for  its  new 
rigs,  including  three  $100  million 
semis.  "The  biggest  cost  of  a  rig  is 
interest,"  Luigs  explains,  "so  you 
can't  afford  to  have  one  sitting  idle." 

But  just  because  Luigs  is  braking 
Global's  capital  expenditures,  don't 
think  he  has  lost  interest  in  expand- 
ing his  fleet.  "We'll  probably  sit  back 
and  look  to  pick  up  some  rigs  from 
limited  partnerships  that  own  only  a 
rig  or  two,  the  type  of  operation  that 
may  get  in  trouble  during  the  offshore 
drilling  dip."  Obviously,  Luigs,  who 
built  Global  into  a  world-class  driller, 
doesn't  plan  to  be  among  those  in 
trouble.— John  Merwin 
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Over  10,000  drinkers  across  the 
country  have  compared  the  taste  of 
Imported  Windsor  Canadian  to  the 
taste  of  Seagram's  V.O. 

A  I  J  1  ^.U-  !IJ  xl 


Nationwide  Taste  Tests  Prove  It* 


/uiu  nicy  cnuse  me  muu,  smooin 
taste  of  Windsor  over  V.O.— 57%  to  43%. 

If  you're  a  Windsor  drinker,  that  will 
come  as  no  surprise.  But  if  you're  not,  try 
the  taste  of  Windsor  and  find  out  for  your* 
self  why  it's  the  Canadian  that  stands  alone. 
You  can't  beat  the  taste  of  Windsor. 


And  you  certainly  can't  beat  the  price 


ONE  CANADIAN  STANDS  ALONE 


CANADIAN  WHISKY-A  BLEND  •  80  PROOF  •  IMPORTED  AND  BOTTLED  BY  THE  WINDSOR  DISTILLERY  COMPANY,  NEW  YORK.  N  Y  ©1982  NATIONAL  DISTILLERS  PRODUCTS  CO. 


If  you're  a  multi-national 
corporation  doing  business  in  a  lot 
of  places  around  the  world,  chances 
are  you've  experienced  the  difficul- 
ties of  dealing  with  a  lot  of  insur- 
ance policies  around  the  world. 

But  now  AIG's  Global  Accounts 
Department  can  neatly  tie  it  all 
together  for  you  into  one  ingenious, 
unified  program. 

The  Whole  Earth  Policy. 

What  it  means  is  one  master 
insurance  plan  with  all  U.S.  domes- 
tic and  overseas  risks  pooled 
together.  You  get  the  insurance  you 
need.  Where  you  need  it.Tailor-made. 


From  property  and  casualty  cover- 
age to  marine  and  aviation.  From 
kidnap  and  ransom  to  a  wide  range 
of  employee  benefits,  including  life 
and  pension  plans. 

What  it  means  is  real  economic 
benefits  associated  with  buying 
power.  Risks  are  considered  world- 
wide. Not  country  by  country. Thus, 
there  are  considerable  savings. 

What  it  means  is  that  your 
account  is  underwritten  as  a  whole, 
not  as  individual  risks. Therefore, 
you're  better  insulated  from  the 
inevitable  cycles  of  the  insurance 
business.  And  just  as  important  as 


what  The  Whole  Earth  Policy 
can  do.  is  what  it  won't  do. 

It  won't  give  you  costly  dup 
cations  of  coverage.  It  won't  leav 
you  with  troublesome  inconsis- 
tencies in  protection.  And  it  won] 
saddle  you  with  costly  foreign 
exchange  losses. 

At  AIG.  global  insurance  isn 
just  a  sideline.  Our  Global  Accoui 
Department  (the  only  one  of  its 
kind,  by  the  way.  in  the  industry 
today)  is  staffed  with  individuals 
who  have  a  vast  amount  of  know'; 
edge  in  their  field.  (They  average 
fourteen  years'  experience  in 
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nmercial  insurance.) 

What's  rnore.The  Whole  Earth 
j  cy  client  is  given  an  unprece- 
lited  amount  of  personal  service, 
i  h  and  every  multi-national  client 
ssigned  its  own  AIG  Global 
:ount  Manager  who  is  responsible 
all  phases  of  the  account.  From 
original  planning  stages  to  the 
idling  of  claims. 

Worldwide,  our  offices  are 
naged  by  people  who  are  really 
lome  with  local  laws,  customs 
1  regulations. 


Incidentally,  no  other  Ameri- 
can insurer  has  more  offices  in  more 
countries  offering  more  kinds  of 
business  insurance  than  the  AIG 
Insurance  Companies. 

For  over  60  years  we've 
assured  optimum  protection  for 
our  clients  against  hurricanes, 
fires,  floods,  employee  fraud  and 
political  upheavals.  And  today  you'll 
find  us  leading  the  way  in  energy, 
pollution  and  all  types  of  property 
and  casualty  risks,  to  mention  a  few. 

For  more  information  about 


The  Whole  Earth  Policy,  contact  AIG. 
Department  A,  70  Pine  Street,  New 
York,  N.Y.  10270. 

Or  call  your  broker.  And  get 
your  world  in  a  nutshell. 

Once  Again 
THeanswerIs 

AIG. 


.  AIG  COMPANIES:  American  Intemati<mal  Underwriters,  American  Hume  Assurance  Co.,  Commerce  anil  Industry  Insurance  Co.,  Natunuil  Union  Fire  Insurance  Company  nj  Pittsburgh,  l\i. 
American  Intcmaaimiil  hfe  Assurance  Co.,  North  American  Managm,  New  Hampshire  Insurance  Co.  ami  over  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs. 


The  Soviet-Western  Europe  pipe- 
lit  w  deal  would  strengthen  the 
Soviet  economy.  But  is  that  nec- 
essarily bad  for  the  U.S.? 

Embracing 
the  bear 

By  Lawrence  Minard 

T|  he  question  is  simple:  Why  should  we  trade  with 
the  Soviets  at  a  time  when  they  are  arming  so 
heavily  against  us-  The  simple  answer:  We  should 
not.  The  simple  answer  may  not  be  the  right  answer. 

American  hardliners  see  the  East's  economic  misfortune 
as  the  West's  deliverance.  Senator  Robert  Kasten  Jr. 
(R-Wis.)  recently  put  that  case  on  the  Wall  Street  Journal's 
editonal  page:  "The  crisis  m  Poland  provides  an  unprece- 
dented opportunity  to  hasten  the  breakdown  of  the  Soviet 
Communist  system.  The  bankruptcy  of  Poland  and  the 
economic  troubles  of  Rumania  and  other  Soviet-satellite 
countries  couldn't  have  come  at  a  worse  time  for  the 
U.S.S.R." 

President  Reagan  in  his  foreign  policy  address  at  Eureka 
College  last  month  took  a  no-nonsense  but  more  balanced 
approach.  "The  Soviets  must  not  have  access  to  Western 
technology  with  military  applications,  and  we  must  not 
subsidize  the  Soviet  economy,"  he  said.  But  again:  It's  not 
that  simple.  The  President  went  on  to  say,  "A  Soviet 
leadership  devoted  to  improving  its  people's  lives,  rather 
than  expanding  its  armed  conquests,  will  find  a  sympa- 
thetic partner  in  the  West.  The  West  will  respond  with 
expanded  trade  and  other  forms  of  cooperation."  And 
that's  just  where  the  complications  come  in:  Is  cutting  off 
trade  the  best  way  to  encourage  the  Soviets  to  be  less 
hostile? 

Russia's  industry  is  probably  "20  or  30  years  behind  the 
West's,"  accordmg  to  Indiana  University's  Sovietologist 
Nicolas  Spulber.  A  vast  country,  militarily  powerful  but 
with  an  economy  that  ranks  somewhere  below  Ireland  in 
standard  of  living,  the  Soviet  Union  must  somehow  mod- 
ernize its  overstaffed,  underproductive  industry.  But  the 
means  of  modernization — computerized  machinery,  mi- 
croelectronics, technical  knowledge — reside  in  Western 
Europe,  fapan,  the  U.S.  And  importing  them  requires 
hard — tradable,  convertible — currency. 

Moscow  is  very  short  on  hard  currency.  Production  of  its 
principal  hard  currency  generator,  oil,  is  peaking.  Prices 

What's  surprising  about  Soviet  gas  is  how  developed  its 
pipeline  network  already  is  (solid  lines  on  map).  West  Eu- 
ropean gas  purchases  and  financing  will  enable  the  Rus- 
sians to  develop  further  the  Siberian  gas  deposits  at  Uren- 
goy,  and  build  the  pipeline  I  broken  line  on  map)  that  will 
bring  energy  not  only  to  the  West  but  to  Soviet  manu- 
facturing centers.  The  U.S.  is  understandably  wary  of  this 
Western  financing  of  Soviet  infrastructure  development. 


Soviet  exports  of  natural 

gas  billion 

cubic  meters' 

1980 

1990 

Importing  countries 

actual 

proposed 

Austria 

2.9 

6.0 

Belgium 

0.0 

5.0 

Finland 

1.0 

2.0 

France 

4.0 

12.0 

Italy 

7.0 

14.0 

Netherlands 

0.0 

5.0 

Sweden,  Spain,  Switzerland 

0.0 

3.0 

Japan 

0.0 

6.0 

West  Germany 

10.7 

22.0 

Total  exports  to  the  West 

25.6 

75.0 

Total  exports  to  Eastern  Europe 

33.5 

45.0-55.0 
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are  falling.  Oil  sales  to  the  West  earned 
just  $17  billion  last  year,  according  to 
Wharton  Econometrics'  Russia-watcher 
Dr.  fan  Vanous,  vs.  $13  billion  in  1979. 
They  will  probably  earn  around  $15  billion  this  year. 

Gold?  Sales  shot  from  less  than  100  tons  in  1980  to  250 
tons  last  year  and  could  hit  500  tons  this  year.  But  soaring 
volume  depresses  prices.  Russia  will  be  lucky  to  earn  $4 
billion  from  gold  this  year — $10  billion  short  of  what  it 
may  need  to  import  Western  grain  to  keep  its  260  million 
citizens  adequately  fed. 

The  view  from  the  Kremlin  is  even  worse  if  you  bring 
Eastern  Europe  into  the  picture.  The  Eastern  European 
economies,  which  grew  at  7%  and  8%  real  annual  rates  in 
the  1960s  and  1970s,  are  now  in  tatters.  The  central 
planners  have  slashed  their  official  1982  targets  drastical- 
ly— projecting  2%  growth  for  Czechoslovakia,  4.8%  for 
East  Germany,  1%  to  1.5%  for  Hungary,  -3%  for  Poland. 
In  reality,  says  Heinrich  Machowski,  East-West  trade  spe- 
cialist at  West  Berlin's  German  Institute  for  Economic 
Research,  "with  the  possible  exception  of  the  DDR  [East 


because  they  cannot  afford  them.  The  re- 
sult must  be  that  they  will  turn  to  Mos- 
cow for  ever  larger  subsidies.  The  conse- 
quence of  poverty  thus  is  Communist  co- 
hesion, noi  disintegration. 

Americans  tend  to  forget  that  while  Russia  ruthlessly 
exploits  its"  Eastern  European  allies  politically  and  mili- 
tarily, it  pays  handsomely  for  the  privilege.  The  coin  it 
pays  in  is  oil. 

Aside  from  Rumania,  Eastern  Europe  produces  virtually 
no  oil  but  consumes  over  2  million  barrels  a  day.  Russia  is 
the  world's  largest  producer:  nearly  13  million  barrels  a 
day  in  1981,  vs.  9.5  million  b/d  for  Saudi  Arabia.  It  con- 
sumes around  10  million  b/d  domestically  and  exports 
around  1.2  million  b/d  to  the  West  (including  oil  products) 
for  hard  currency.  The  remainder,  1.6  million  b/d,  it  deliv- 
ers to  its  Eastern  European  allies  at  prices  that  have  aver- 
aged around  half  the  world  market  price.  Think  of  it  this 
way:  Had  the  Eastern  Europeans  been  cut  off  from  Russian 
oil  and  forced  onto  the  world  market  in  1981,  they  would 
have  had  to  borrow  an  additional  $14  billion. 


Not  in  the  plan 


Soviet  and  East  European  economic  growth  (left)  not  use  the  debt  efficiently.  So  growth  has  slowed 
was  fueled  by  rising  hard  currency  borrowings  and  the  East  has  poor  prospects  of  earning  enough 
(right).  But  the  centrally  planned  economies  did    to  pay  the  debt  or  of  borrowing  more. 


East  European  annual  average  increase  in  material  product 


Net  debt  (Sbillions) 


10% 


Czechoslovakia,  Bulgaria,  Hungary 
Rumania,  East  Germany 
(average) 


24 


22 


20 


Poland 


14 


Poland 


10 


-10 


Czechoslovakia,  Bulgaria,  Hungary 
Rumania,  East  Germany  (average)- 
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Sources:  German  Institute  for  Economic  Research;  CIA;  Wharton  Econometric 
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Germany],  nil  growth  is  the  likely  prospect." 

Don't  forget,  this  is  stagnation  at  a  very  low  economic 
level.  Hungary  has  a  lower  per  capita  gross  national  prod- 
uct than  Greece.  Yet  Greece  is  an  underdeveloped  econo- 
my by  Western  standards  and  Hungary  almost  a  showplace 
of  affluence  by  Communist  standards. 

The  problem  is  this:  Eastern  Europe  financed  its  1970s 
growth  with  huge  subsidies  from  Moscow  and  massive 
loans  from  the  West.  The  six  countries  of  the  Council  for 
Mutual  Economic  Assistance  (Poland,  Czechoslovakia, 
Hungary,  Bulgaria,  Rumania  and  East  Germany)  now  owe 
around  $60  billion,  net,  to  Western  banks,  six  times  what 
the  Soviet  Union  owes.  But  the  CMEA  members  did  not 
use  that  debt  capital  infusion  successfully  to  build  an 
efficient,  exporting  industry.  Now  they  have  scant  pros- 
pects for  repaying  the  existing  debt,  and  the  Western  banks 
have  in  essence  called  a  halt  to  new  loans  (although  several 
European  bankers  are  quietly  renegotiating  Poland's  $23 
billion  debt). 

That  means  the  CMEA  countries  must  spend  most  of 
the  1980s  working  off  debt— exporting  what  they  can  to 
earn  debt  service,  cutting  back  imports  from  the  West 


All  told,  according  to  Wharton  Econometrics'  Vanous 
and  Northwestern  University's  Professor  Michael  Mar- 
rese,  Moscow  subsidized  its  Eastern  European  allies  by 
over  $39  billion  during  1974-79  and  by  nearly  another  $22 
billion  in  1980  and  a  like  amount  last  year.  Clearly,  it 
takes  more  than  Russian  tanks  and  bayonets  to  keep  the 
Eastern  bloc  intact. 

What  is  the  Kremlin  to  do?  Cut  off  oil  deliveries  to 
Eastern  Europe  or  charge  them  world  prices  in  hard  curren- 
cy? Moscow  would  gladly  take  either  course.  But  it  knows 
that  doing  so  would  drive  the  Eastern  European  economies 
even  further  into  the  ground.  The  "Polandization"  of  East- 
ern Europe  would  be  a  likely  result. 

Short  of  economic  collapse  and  the  severe  hardship  that 
would  entail,  there  is  only  one  way  out:  trade  with  the 
West.  The  West  is  where  the  things  are  produced  that  the 
East  so  badly  wants.  But  what  could  the  Soviets  use  for 
currency?  The  answer:  natural  gas. 

The  Soviet  Union's  immense  natural  gas  reserves  are 
principally  situated  in  Orenburg  (about  750  miles  south- 
east of  Moscow)  and  the  Urengoy  and  Yamburg  fields  of 
Siberia.  The  Urengoy  fields  alone  probably  contain  5  tril- 
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Blighted  nations 


Save  for  East  Germany,  the  Soviet  bloc's  level  of 
development  is  well  below  the  West's — and  is 
stalled  there,  in  danger  of  permanent  poverty. 


1981  gross  national  product  per  capita  (Sthousands) 


12 


10 


lion  cubic  meters  of  gas,  according  to  London-based  Soviet 
energy  specialist  Jonathan  Stern.  Yamburg  probably  con- 
tains another  3  trillion.  Altogether,  says  Stern,  western 
Siberia  probably  has  16  tcm — around  25%  of  the  world's 
known  gas  reserves. 

Russia  has  been  developing  those  reserves  steadily  over 
the  past  decade.  Production  was  200  billion  cubic  meters  a 
year  in  1970, 435  bcm  last  year.  (U.S.  natural  gas  production 
last  year  was  600  bcm.)  About  60  bcm  are  exported,  43%  to 
the  West,  the  balance  to  Eastern  European  countries. 

Russia's  1980-85  development  plan  calls  for  increasing 
annual  gas  production  by  195  bcm,  almost  all  from  the 
Urengoy  fields,  b.t  to  exploit  Urengoy  quickly  and  effi- 
ciently, Russia  needs  help  from  the  West  in  the  form  of 
technology  and,  most  important,  capital — which  in  turn 
require  hard-currency  earning  power.  Solution:  Sell  in- 
creasing amounts  of  its  gas  to  the  West. 

The  solution  was  put  into  effect  early  this  year  when 
France  and  Germany  signed  25-year  contracts  for  annual 
deliveries  of  8  bcm  and  11.2  bcm  (including  0.7  bcm  for 
West  Berlin),  respectively.  Italy  and  Austria  are  expected 
to  sign  on  for  another  10  bcm  or  so  between  them.  Deliv- 
eries are  to  start  in  1984  or 
1985  and  reach  a  plateau 
in  1987,  when  the  Soviets 
could  be  earning  around 
$8  billion  a  year  at  current 
prices — twice  what  gold 
currently  brings. 

Moscow  wanted  the  gas 
deal  badly.  The  Russians 
agreed  to  a  base  price  with 
West  Germany's  Ruhrgas 
of  $4.75  per  million  Btu 
(the  equivalent  of  $28-a- 
barrel  oil),  delivered  to  the 
West  German  border. 
That  compares  with  the 
$6.10  per  million  Btu 
France  recently  agreed  to 
pay  for  Algerian  gas  and 
the  $5.5  per  million  Btu 
the  Europeans  pay  for 
Norwegian  gas. 

Clearly,  Western  Europe 
wanted  the  deal  as  well. 
Aware  that  Moscow  can- 
not afford  to  buy  outright 

the  equipment  the  Urengoy  project  requires,  the  big  French 
and  German  banks  (backed  by  their  governments)  have 
agreed  to  finance  Russia's  equipment  purchases  from  the 
West  with  medium-term  export  credits  at  around  5  points 
below  the  current  market  interest  rates — a  major  source  of 
U.S.  irritation.  The  loans  are  to  be  repaid  from  revenues  from 
Russia's  gas  sales. 

As  one  German  businessman  describes  the  Urengoy 
deal:  "German  banks  make  money,  German  steel  makes 
money,  Ruhrgas  makes  money.  It's  perfect." 

He  might  have  added  that  American  farmers  will  make 
money,  too,  as  Urengoy's  earnings  will,  in  effect,  enable 
Russia  to  keep  importing  U.S.  grain. 

In  Europe,  both  sides  of  the  Iron  Curtain  see  a  good  deal. 
The  Soviet  Union  sees  rapid  development  of  its  efficient 
energy  supplies  and  the  opportunity  to  solve  its  Eastern 
European  energy  problem,  either  through  gas  supplies  to 
its  satellites  or  redeployment  of  some  or  all 
of  the  oil  it  now  sells  the  West. 

What  does  Western  Europe  get  out  of  it? 
For  one  thing,  the  prospect  of  enormous 
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Source:  World  Bank;  Forbes  estimates 


business  opportunities  for  its  depressed  industries. 

During  the  1970s,  detente  and  Ostpolitik  turned  into  good 
business  for  Western  Europe,  West  Germany  in  particular. 
In  1970  Western  European  exports  to  the  Communist 
countries  were  $3  billion,  and  those  of  Japan  and  the  U.S. 
were  similarly  negligible.  But,  by  1980,  Western  exports 
had  soared  to  around  $30  billion,  imports  to  $28  billion. 
About  6%  of  West  Germany's  exports  go  to  the  East- 
including  the  $3  billion  worth  it  exported  last  year  to  East 
Germany,  counted  as  intra-German  trade  by  Bonn.  Those 
Eastern  bloc  exports,  though  small  in  percentage  terms, 
accounted  for  more  than  200,000  West  German  jobs.  Obvi- 
ously, depressed  Western  Europe  would  like  to  increase 
the  Eastern  business.  But  as  the  CMEA  countries  reduce 
their  imports  to  work  off  their  debt,  prospects  are  dim. 
Says  the  German  Institute  for  Economic  Research's  Ma- 
chowski:  "It  would  be  a  major  success  if  in  1990  we  could 
stabilize  [East-West]  trade  at  the  1980  level." 

Think  of  it  this  way:  Western  banks  have  stopped 
buying  Eastern  bloc  IOUs,  thus  choking  the  East's  ability 
to  buy  from  the  West.  Instead  of  Soviet  IOUs,  the  West 
would  be  getting  Soviet  gas.  Isn't  Soviet  gas  a  better  deal 

than  Soviet  IOUs? 

The  Urengoy-to-West- 
ern  Europe  pipeline  proj- 
ect offers  that  prospect. 
The  cost  of  construction 
is  estimated  at  between 
$11  billion  and  $15  bil- 
lion. It  will  probably  re- 
quire 2,500  miles  of  spe- 
cially welded  large-diame- 
ter pipe,  of  which 
Germany's  Mannesmann 
is  the  world's  prime  sup- 
plier. Cost:  about  $2  bil- 
lion. To  pump  the  gas,  the 
line  will  require  at  least 
41  compressor  stations,  at 
$50  million  a  copy;  these 
are  likely  to  come  from 
General  Electric  licensees 
Nuovo  Pignone  in  Italy, 
Creusot-Loire  in  France, 
AEG  in  West  Germany 
and  John  Brown  in  Britain. 
Washington  has  withheld 
permission  for  those  GE 
licensees  to  sell  the  compressors  to  the  gas-line  project. 
The  embargo  has  also  hit  Caterpillar,  which  has  already 
sold  over  1,400  pipe-laying  CATS  to  Russia  and  has  been 
offered  contracts  for  another  200  (worth  $25  million)  for 
the  Urengoy  project.  The  prospect  of  removing  those  sanc- 
tions could  be  a  powerful  bargaining  card  for  the  U.S. 

And  the  Urengoy-to-Western  Europe  line  is  only  one  of 
six  Siberian  lines  Russia's  1980-85  plan  calls  for.  All  told, 
Moscow  plans  to  install  10,000  miles  of  pipe  from  Urengoy 
to  European  Russia.  No  one  knows  what  will  be  the  total 
value  of  contracts  to  Western  industry,  but  the  potential  is 
obviously  enormous. 

A  nice  piece  of  business.  But  the  real  significance  is  not 
in  the  equipment  orders  but  in  the  continuing  relation- 
ship, the  continuing  currents  of  trade  that  the  pipelines 
will  provide.  The  Russians  have  denominated  their  supply 
contracts  with  the  Western  Europeans  in 
the  consumers'  own  currencies — Russian 
gas  for  deutsche  marks  and  francs — not  dol- 
lars, until  now  the  lingua  franca  of  world 
energy  trade.  That  is  attractive  because  it 
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allows  European  governments  to  disconnect  their  curren- 
cies from  dollars  and  tends  to  tie  gas  purchases  to  recipro- 
cal trade.  Mitterrand's  socialist  schemes  could  thus  de- 
stroy whatever  competitiveness  French  manufacturing 
has,  but  French  factories  could  keep  going  with  sales  tied 
to  Russia. 

So  why  is  the  U.S.  opposed?  As  we  said:  The  situation  is 
almost  unbelievably  complex.  The  U.S.  fears  that  its 


NATO  allies  will  become  dangerously  dependent  on  a 
militarily  powerful  Soviet  Union — the  Finlandization  of 
Western  Europe,  after  the  independent  nation  that  must 
tailor  its  words  and  deeds  to  suit  its  giant  neighbor.  Wash- 
ington's first,  and  most  obvious,  objection  is  that  the 
Soviets  could  use  the  threat  of  an  energy  cutoff  as  leverage 
for  other,  political  ends. 
The  proposed  gas  supply  certainly  looks  like  leverage.  If 


Eastern  exposure 


Is  it  any  wonder  that  our  NATO  allies  take  a 
different  view  from  Washington  of  trade 
with  the  communist  bloc?  Look  at  the  chart 
below.  U.S.  exports  to  the  Soviet  Union  and 
Eastern  Europe  went  from  $350  million  to 
$3.8  billion  in  the  decade  1970-80.  But  that 
growth,  much  of  it  accruing  to  U.S.  grain 
farmers,  pales  in  comparison  with  the  trade 
growth  of  our  major  allies. 

Look  especially  at  West  Germany,  NATO's 
front  line.  Bonn's  trade  with  the  East  ex- 
panded from  less  than  $4  billion  to  almost 
$25  billion.  Included  in  the  West  German 
total  is  some  $6  billion  of  trade  with  East 
Germany,  which  Bonn  counts  as  "intra- 
German."  How  important  is  that  Eastern 
business?  It  provides  more  than  200,000 
jobs  in  West  Germany's  currently  depressed 


economy.  Understandably,  then,  the  Ger- 
mans, French  and  Italians  are  more  disposed 
than  Washington  to  grant  low-cost  credits 
to  the  Soviets  (who  now  pay  1 1.25%  for  five- 
to-eight-year  loans  from  Western  Europe, 
about  3%  below  market). 

Looking  ahead,  most  Europeans  see 
more  opportunities  than  problems.  They 
see  the  Soviet  Union  and  its  satellites  as  a 
vast  developing  country — 300  million-plus 
in  population — that  has  trouble  paying  for 
European  industrial  exports  today  but  may 
not  tomorrow.  "The  feeling  in  Europe  is 
that  Soviet  economic  development  will 
happen,"  says  a  U.S.  State  Department  of- 
ficial, "and  they  want  to  establish  them- 
selves as  suppliers  of  equipment  well  into 
the  future."— l.m. 
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the  Europeans  take  the  full  40  bcm  that  Moscow  hopes  to 
sell  them,  the  Soviets  will  account  for  32%  of  West  Ger- 
many's gas  supplies,  32%  of  France's,  35%  of  Italy's  and 
virtually  100%  of  Austria's.  The  gas  works  out  to  a  far 
lower  percentage  of  those  nations'  total  energy  supply,  but 
the  gas  will  power  key  industries  and  households. 

The  Western  Europeans  respond  to  American  fears  in 
several  ways.  First,  they  say,  they  could  replace  cutoff 
supplies  with  currently  shut-in  gas  from  Holland's  Gro- 
ningen  field  or  from  North  Sea  reserves  that  Norway  is 
slowly  developing.  Much  of  their  industry  is  already  on 
interruptible  contracts  for  gas  (as  are  many  U.S.  factories 
in  the  Middle  West). 

Second,  the  Europeans  make  telling  points  by  compar- 
ing a  Russian  gas  supplier  with  an  existing  OPEC  one. 
"Which  is  worse,"  asks  ex- 
ecutive Folkert  Mindermann 
of  West  Germany's  gas  dis- 
tributor, Ruhrgas,  "a  6%  [of 
total  German  energy  im- 
ports] dependence  on  Colo- 
nel Qaddafi  or  5%  on  Rus- 
sia?" The  Europeans  then 
cite  Algerian,  Iranian  and  Ni- 
gerian deals  that  have  gone 
sour  for  reasons  both  eco- 
nomic and  political.  And 
they  merely  smile  when 
American  coal  is  offered  as 
an  alternative  to  Russian  gas. 
If  you  wish  to  ship  us  coal, 
they  ask,  why  are  you  cut- 
ting back  your  port  modern- 
ization and  river  transporta- 
tion programs?  But  mainly 
they  argue  that  Moscow 
needs  Western  hard  currency 
more  than  the  West  needs 
Russian  gas,  and  so  could  not 
afford  to  cut  off  supplies. 

The  U.S.  now  is  resigned 
that  the  Urengoy  gas-line 
deal  will  go  through.  "Push- 
ing to  the  end  to  try  and  stop 
the  pipeline  probably  would 
be  futile  and  would  also  re- 
sult in  a  great  strain  on  the 
[NATO]  alliance,"  an- 
nounced Deputy  Secretary  of 
State  Walter  Stoessel  in 
March.  He  added:  "It  has  be- 
come clear  that  whatever  at- 
titude we  take,  or  whatever 
we  do,  the  pipeline  can  be 

constructed.    The  Soviets   

could  do  it  on  their  own.  It  would  be  costly  and  result  in 
delay,  but  it  could  be  done." 

Is  the  U.S.  being  shortsighted  in  dragging  its  heels? 
Quite  possibly.  Is  it  really  in  our  interest  to  drive  the 
Soviets  economically  to  the  wall?  Around  $70  billion 
worth  of  Communist  bloc  debt  hangs  over  the  Western 
world's  capital  markets.  Hardliners  think  some,  maybe 
all,  of  that  debt  should  be  called.  But  with  all  those 
other  billions  of  dollars  in  loans  outstanding  to  such 
places  as  Turkey,  Chile,  Argentina  and  Zaire,  does  the 
West  really  want  to  slash  $70  billion  out  of  Western 
liquidity?  In  strictly  economic  terms,  interdependence 
looks  intelligent. 

The  point,  of  course,  is  that  East-West  trade  is  not  about 


Urengoy  in  Siberia  readying  gas  for  Western  Europe 
Tougher  than  Alaska,  without  Alaska's  technology 


economics.  It  is  about  weighing  very  complex  political  and 
strategic  risks  and  rewards.  Is  trade  and  Western  credit  not 
indirectly  financing  the  continuing  Soviet  military  build- 
up? Harvard  economist  and  Soviet  specialist  Abram  Berg- 
son  is  no  hardliner,  but  he  says  bluntly:  "The  Soviet  Union 
spends  14%  or  15%  of  its  GNP  on  its  military.  I  see  no 
justification  for  helping  them  do  that." 

If  the  premise  is  accepted — that  the  civilian  economy 
is  a  side  issue  and  military  expansion  the  real  issue  for 
the  Soviet  leadership — Bergson's  argument  is  unanswer- 
able. But  there  is  another  view  gaining  ground  among 
experts  on  the  Soviet  Union.  This  theory  argues  that 
over  the  last  three  decades  Moscow  has  developed  a 
powerful  (though  not  necessarily  superior)  military  force 
and  now  feels  confident  enough  to  reduce  military 

spending — unless  the  West 
pushes  ahead  again.  Says 
Alec  Nove,  professor  of  eco- 
nomics and  head  of  Glasgow 
University's  Institute  of  So- 
viet and  East  European 
Studies,  "I  don't  believe 
people  who  say  the  Soviet 
Union  is  hell-bent  on  mili- 
tary superiority  and  global 
domination.  The  Russians 
are  in  an  economic  mess. 
Military  spending  makes 
that  mess  worse,  and  they'd 
like  to  reduce  it.  But  if  we 
feed  their  paranoia  they  will 
spend  more  at  whatever  cost 
to  catch  up  again.  The  long- 
suffering  Russian  people 
will  just  have  to  grin  and 
bear  it — bear  it,  I  mean,  not 
grin." 

A  U.S.  State  Department 
official  who  tends  to  be  pro 
trade  puts  it  this  way:  "Do 
we  think  we  can,  or  should, 
keep  the  Russians  in  the  dark 
burning  whale  oil?  Do  we 
want  to  risk  forcing  them 
into  a  situation  where  they 
get  involved,  say,  in  the  Mid- 
dle East,  which  by  and  large 
they  have  stayed  away 
from?" 

Alec  Nove  argues  that  a 
relatively  prosperous  Russia 
would  be  easier  to  deal 
with  than  a  threadbare 
Russia.  President  Nixon 
and  Henry  Kissinger  basi- 
cally accepted  that  view;  it  was  called  detente.  Is  that 
bad?  A  fundamental  principle  behind  that  policy  was 
the  age-old  American  belief  that  economic  develop- 
ment makes  for  a  peaceful  world  by  giving  people  the 
possibility  of  a  better  life.  Progress  everywhere  has  al- 
ways been  in  the  U.S.  interest.  "A  Soviet  leadership 
devoted  to  improving  its  people's  lives  will  find  a  sym- 
pathetic partner  in  the  West,"  President  Reagan  said  at 
Eureka.  In  that  spirit  it  seems  worth  encourag- 
ing the  Soviet  gas  deal  as  a  means  of  helping 
the  Soviets  improve  their  people's  lives.  Are 
there  risks?  Yes,  but  even  as  the  U.S.  seeks  to 
rearm,  it  should  not  back  away  from  taking 
risks  for  peace. 
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When  many  foreigners  wanted  Korean 
stocks,  the  Korean  government  said  no. 
Now  Asia's  economic  miracle  is  less  mirac- 
ulous— and  outside  investors  are  welcome. 

Burned  in 
Mexico  City? 
Try  Seoul 


By  Pamela  Sherrid 


T|  he  Mexicans  have  done  the 
South  Koreans  a  bad  turn — at 
least  among  international  mon- 
ey managers. 

Last  June,  government  officials  in 
Mexico  City  encouraged  the  creation 
of  the  Mexico  Fund,  a  diversified  port- 
folio of  Mexican  equities  sold  to  U.S. 
investors  by  underwriters  such  as 
Merrill  Lynch,  Bache  and  Salomon 
Brothers.  In  an  initial  burst  of  enthu- 
siasm, $120  million  poured  in 
(Forbes,  June  22,  1981). 

Then  came  a  brief  siesta — followed 
quickly  by  the  oil  glut  and  the  devalu- 
ation of  the  peso.  "The  Mexico  Fund 
has  been  a  rather  devastating  experi- 
ence," says  Howard  Moss  of  U.S. 
Trust  Co.  Other  money  managers  are 
less  polite.  "There's  nothing  like 
buying  into  a  country  just  before  it 
goes  to  pieces,"  mutters  one  irate  in- 
vestor. The  Mexico  Fund's  shares,  of- 
fered initially  at  $12,  currently  trade 
just  over  $3. 

What  does  that  have  to  do  with 
Korea,  some  7,500  miles  away?  The 
Koreans  recently  decided  to  ease  their 
restrictions  on  foreign  investment.  In 
April  the  Ministry  of  Finance  official 
in  charge  of  the  stock  market,  Kong- 
Hyuk  Ahn,  visited  New  York  with  a 
preliminary  proposal  for — what  else — 
a  Korea  Fund.  Ahn,  a  veteran  bureau- 
crat who  studied  finance  in  Switzer- 
land, was  greeted  warmly  enough.  But 
the  Mexico  Fund  calamity  has  given 
emerging  economic  miracles  a  very 
bad  name  on  Wall  Street.  "Once  bit- 
ten, twice  shy,"  says  one  portfolio 
manager. 

"Ten  years  ago  would  have  been  a 
great  time  to  invest  in  Korea,"  says 
Walter  Oechsle  of  Putnam  Interna- 
tional Advisors.  "Look  at  Mexico  and 
Brazil.  As  long  as  a  developing  econo- 


Korea's  Kong-Hyuk  Mm 
Waving  the  flag  for  investors. 

my  is  fine,  they  don't  need  your  mon- 
ey. When  the  economy  isn't  that  hot, 
then  they  are  generous  enough  to  ask 
you  in." 

The  closed-end  structure  of  the  pro- 
posed Korea  Fund,  like  the  structure 
of  the  Mexico  Fund,  is  also  a  deter- 
rent. Governments  of  developing 
countries  prefer  closed-end  invest- 
ment funds  because  they  prevent 
piles  of  money  from  flowing  in  one 
day  and  out  the  next.  But  because 
shares  are  not  automatically  redeem- 
able, such  funds  traditionally  sell  at 
substantial  discounts  from  net  asset 
value.  Shortly  before  the  peso  was  de- 
valued, for  instance,  the  Mexico  Fund 
slid  to  a  discount  of  32%. 

But  as  investors  know,  of  course, 
timing  is  all -important.  Korea  boost- 
ers argue  that  their  situation  is  differ- 
ent from  Mexico's,  that  the  Korean 
economy  has  already  bottomed  out. 


In  the  Seventies  GNP  growth  aver- 
aged 10%  annually,  and  in  the  latter 
half  of  the  decade  total  returns  on  the 
Korea  Stock  Exchange  approached 
40%  a  year.  Then  came  the  assassina- 
tion of  President  Chung-Hee  Park  in 
late  1979.  In  the  throes  of  political 
turmoil,  Korea  also  had  a  bad  rice 
harvest,  and  in  1980  GNP  declined  for 
the  first  time  in  two  decades. 

Now,  under  President  Doo-Hwan 
Chun,  the  government  appears  more 
stable.  Last  year  the  economy  grew  a 
respectable  6.5%,  while  inflation 
came  down  sharply  to  10%.  Korea 
remains  strong  in  construction,  ship- 
building and  steel.  With  a  well-edu- 
cated work  force,  it  also  seems  better 
able  than  many  developing  countries 
to  succeed  in  high-technology  indus- 
tries such  as  electronics. 

What's  more,  the  Koreans  are 
working  to  develop  their  securities 
industry  with  the  same  hardworking 
fervor  that  has  built  the  rest  of  their 
economy.  Though  a  recent  scandal 
involving  a  bank-loan  swindle  has 
shaken  the  Korean  financial  estab- 
lishment, the  Korean  stock  market 
has  the  reputation  of  being  relatively 
well  regulated.  It  also  has  a  very 
healthy  turnover  ratio.  In  the  early 
Seventies  the  government  encour- 
aged many  companies  to  go  public  by 
heavy-handedly  taxing  those  that 
wouldn't.  Result:  The  Korea  Stock 
Exchange  now  has  344  listings. 
That's  higher  than  Belgium  and  Swe- 
den, though  Korea's  $4.7  billion  mar- 
ket capitalization  is  much  smaller. 

Now  that  the  Koreans  want  to 
make  foreign  capital  more  available 
to  their  highly  leveraged  companies, 
they  also  have  a  methodical  plan  to 
get  it.  "We  like  to  prepare  for  the 
future  step  by  step,"  explains  Ahn. 

The  first  step  was  two  $15  million 
unregistered  trusts,  sold  primarily  to 
European  investors  last  fall.  The  sec- 
ond step  is  the  Korea  Fund,  Korea's 
first  attempt  to  attract  U.S.  portfolio 
investors,  which  will  be  registered 
with  the  SEC  and  is  scheduled  to  de- 
but sometime  next  year.  The  Koreans 
have  not  yet  decided  on  an  underwrit- 
er, but  they  are  thinking  of  a  $50 
million  issue  with  a  joint  U.S. -Korean 
management  company.  The  final 
step,  slated  for  the  second  half  of  this 
decade,  will  be  to  permit  direct  for- 
eign investment  in  Korean  equities. 

The  brokers,  quick  on  the  re- 
bound, are  already  working  out  a 
sales  pitch.  Since  falling  oil  prices 
help  the  Koreans  while  they  hurt  the 
Mexicans,  the  Korean  market  might 
be  a  perfect  hedge  for  all  those  un- 
lucky folks  who  loaded  up  on  Mexi- 
co Fund  shares  last  June.  ■ 
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"GOOD  NEWS  - 


The  Cost  of  Living  is  down! 

The  Fed's  High-Interest-Rate  Policy  works! 

Now  you  can  all  go  back  to  work!" 


YOU'RE  NOT 
LISTENING!!!" 


Like  you,  Lone  Star  believes  in  fighting 
inflation— but  not  by  starving  the  economy 
to  death  with  high  and  erratic  interest  rates. 


You  Can  Help 

Write  your  own  views  on  interest  rates 
to  your  Congressman  and  Senators,  and  to 
The  Honorable  Paul  A.  Volcker,  Chair- 
man, Board  of  Governors,  Federal  Reserve 
System,  Washington,  D.C.  20551.  Send  us 
a  copy  if  you  can. 

Your  opinion— and  your  letter— are 
important. 


It  takes  a  strong  economy  to  achieve  our 
national  goals— to  pay  for  our  social  pro- 
grams and  strengthened  military  defense. 
High  interest  rates  have  depressed  our 
economy,  and  have  kept  it  from  reviving. 


James  E.  Stewart.  Chairman  of  the  Board  and  Chief  Executive  Officer 
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The  buzzword  among  retailers  these  days 
is  off-price  selling.  Ifs  a  trend  that  could 
bring  major  changes  to  the  industry. 


Profits 
from  outlets 


Meyer.  He  summed  up  the  situation 
in  a  January  speech  to  the  National 
Retail  Merchants  Association.  "Our 
industry  is  caught  in  a  vise  between 
discount  competition  and  inflation- 
ary expense  increases." 

The  numbers  tell  the  story.  With 
nearly  $6  billion  in  annual  sales,  off- 
price  retailers  account  for  a  mere  6% 
of  the  total  apparel  and  shoe  market, 
but  business  has  more  than  doubled 
in  five  years.  The  future  looks  good, 
too.  "Volume  should  double  again 
over  the  next  five  years,"  says  Jerome 
Buff,  a  retailing  analyst  at  Smith  Bar- 
ney. He  expects  off-price  revenues  to 
grow  15%  annually,  nearly  twice  as 


By  Howard  Rudnitsky 
with  Jay  Gissen 


Y1  ou  might  think  retail  sales 
are  soft — and  they  are  in  some 
places.  But  not  at  the  new  Mar- 
shall's in  Wilmington,  Del.  The  store, 
which  sells  brand-name  family  appar- 
el at  low  prices,  opened  for  business 
on  a  Monday  last  month,  and  at  9:30 
a.m.  300  eager  customers  were  wait- 
ing to  get  in.  "It  was  so  phenomenal 
that  we  had  to  restock  the  next  day," 
says  regional  manager  Paul  Richard. 

That's  no  isolated  case.  "Off-price 
retailing  has  exploded,"  says  Foley's 
Department  Stores'  Chairman  Lasker 


fast  as  overall  soft-goods  sales. 

So  today's  hottest  retailing  action 
isn't  only  in  discounting.  That's  a 
time-honored  business  where  a  low- 
overhead  retailer  sells  goods  for  less 
but  typically  pays  the  same  price  for 
current  merchandise  as  everyone  else. 
Instead,  off-price  marketers  buy 
branded  merchandise  at  cut-rate 
prices  and  pass  the  savings — usually 
20%  to  50% — along  to  customers. 
"The  essence  of  the  business  is  get- 
ting price  breaks  because  you're  pick- 
ing up  off-season  merchandise,  over- 
stocks and  irregulars,"  explains  Buff. 

Some  off-price  stores  are  legitimate 
factory-owned  operations.  For  years 
manufacturers  like  Carter,  Levi 
Strauss  and  Ship  "N"  Shore  have  op- 
erated shops  in  out-of-the-way  loca- 
tions to  dispose  of  surplus  goods.  But 
now  such  outlets  aren't  just  in  the 
boondocks. 

At  a  growing  number  of  outlet 
malls,  manufacturers  band  together  to 
lure  customers.  Bus  tours  haul  thou- 
sands of  shoppers  each  week  to  Read- 
ing, Penna.,  where  there  are  more  than 
100  stores,  many  of  which  feature  off- 
price  merchandise.  "Developers  need 
to  recycle  their  real  estate,"  explains 
one  retailer.  "They  set  up  these  things 
as  sort  of  indoor  flea  markets." 

Even  more  off-price  revenues,  how- 
ever, come  from  freestanding  stores. 
Loehmann's,  a  Bronx-based  women's 
fashion-wear  chain  that  went  private 
in  early  1981,  pioneered  this  concept 


Slipping  for  hat  bargains  at  Loehmann's  in  White  Plains,  N.Y. 
"Always  open  to  buy  because  we  turn  over  our  merchandise  11  to  13  times  a  year." 
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Let's  call  BarclaysAmerican/Business  Credit." 


What  the  perceptive 
executive  says  when 
the  bank  says  "no." 

BarclaysAmerican/Business  Credit  has  the 
resources  and  the  experience  to  respond  quickly  to 
your  company's  borrowing  needs. 

Unlike  banks,  which  rely  on  historical  credit 
strength,  we  lend  on  tangible  and  intangible  assets. 
This  allows  us  to  provide  you  with  the  cash  your 
company  needs  today. 

Turn-around  time  is  fast.  Rates  are  very  competi- 
tive. Terms  are  flexible.  And  we  can  participate  with 
your  bank  so  your  current  relationship  remains 
undisturbed. 

BarclaysAmerican/Business  Credit.  We  have  more 
ways  to  lend  money.  Call  us. 


Business  Credit 


An  affiliate  of  fe*^ 


BARCLAYS 
Bank 


Service  is  the  difference  between  our  money  and  other  money. 


s 


Corporate  Headquarters: 

111  Founders  Plaza,  East  Hartford,  CT  06108,  (203)  528-4831 
Offices  located  nationwide 


decades  ago,  and  there  are  now  scores 
of  imitators.  Big  retailers  are  in  on  the 
act,  too:  Melville  Corp.'s  Marshall's, 
Zayre's  T.J.  Maxx  and  Hit  or  Miss, 
U.S.  Shoes'  T.H.  Mandy  and  Lucky 
Stores'  Pic-A-Dilly. 

All  these  stores  use  variations  of 
the  same  strategy.  The  key  is  cut-rate 
buying,  but  owners  also  keep  ex- 
penses low.  Typically  they  set  up 
shop  close  to  malls  to  offer  conve- 


nience without  high  rent.  Furniture 
and  fixtures  are  hardly  plush,  and 
clerks  are  more  interested  in  ringing 
up  sales  than  offering  fashion  advice. 
Advertising  budgets  are  enough  to 
create  a  presence,  but  much  lower  as  a 
percentage  of  sales  than  those  of.  con- 
ventional retailers.  Charge  accounts? 
Off-price  selling  is  largely  a  cash-and- 
carry  business. 
Though   the   concept   has  been 


around  for  decades,  the  boom  in  off- 
price  soft  goods  got  added  impetus 
when  energy  costs  soared.  It's  also 
part  of  the  overall  trend  toward  spe- 
cialty retailing.  Off-pricers  don't  try 
to  be  department  stores.  They  carry 
limited  specific  lines,  when  they  can 
get  the  merchandise.  What's  more, 
when  department  stores  moved  from 
traditional  clothing  to  designer  items 
in  an  attempt  to  upgrade  margins, 


Attacking  the  establishment — from  two  directions 


Cost-conscious  consumers  always  look  for  ways  to 
save.  But  with  the  economy  sour  and  prices  high, 
the  trend  toward  discount  retailing  is  especially  strong 
these  days — and  that  is  why  conventional  department 
stores  are  already  taking  the  flak.  Here's  how  two 
aggressive  retailers  hit  that  same  target  from  very  dif- 
ferent directions. 

One  analyst  calls  Mervyn's,  a  West  Coast  chain  of 
family  apparel  stores,  "a  freestanding  version  of  the 
department  store  basement."  The  82-unit  chain,  ac- 
quired by  Dayton-Hudson  Corp.  in  1978,  sells  private- 
label  and  brand-name  apparel — to  the  tune  of  $1  billion 
last  year.  When  Mervyn's  has  sales,  its  prices  tend  to  be 
10%  less  than  competitors'.  And  its  brands  are  just  as 
enticing:  names  like  Adidas,  Brittania,  Cannon. 

Mervyn's  distributes  5  million  weekly  advertising 
circulars.  These  newspaper  inserts  offer  scores  of  low- 
priced  specials.  Unlike  off-price  stores,  Mervyn's  car- 
ries substantial  inventories — but  only  current  mer- 
chandise. If  a  store  is  out  of  an  item,  customers  get  an 
even  better  value  on  comparable  goods.  The  formula 
works.  Mervyn's  accepts  credit  cards  and  keeps  plenty 
of  sales  help.  But  the  chain  holds  costs  like  rent,  ware- 


housing and  labor  well  below  those  of  department 
stores.  That  way  gross  margins  approach  45% — nearly 
as  good  as  conventional  retailers'.  What's  more,  Mer- 
vyn's has  been  growing  30%  annually. 

While  Mervyn's  goes  for  the  masses,  others  attack 
the  class  market.  Sanford  Zimmerman,  for  example,  is 
a  former  chairman  of  Federated's  Abraham  &  Straus 
subsidiary  who  launched  a  45,000-square-foot  stand- 
alone store  three  years  ago  in  an  out-of-the-way  upstate 
New  York  location.  Zimmerman  sells  mostly  designer 
women's  apparel  and  accessories — Italian  shoes,  leath- 
er handbags  and  high-fashion  dresses — for  up  to  25% 
less  than  department  stores. 

Sales  have  zipped  to  $30  million  annually,  and  Zim- 
merman's secret  is  that  he  has  room  to  maneuver.  His 
Cohoes  Specialty  Stores  Limited  gets  by  on  40%  mark- 
ups, in  part  because  of  cut-rate  rent  and  salary-only 
sales  help.  The  store  also  pays  its  bills  in  30  days,  which 
brings  in  buying  discounts  and  endears  Zimmerman  to 
vendors.  "Most  of  our  advertising  is  word-of -mouth," 
he  adds.  "One  woman  tells  another  she  got  a  bargain." 

How  successful  has  Zimmerman  been?  He's  opening 
a  new  store  soon  near  Hartford. — H.R. 


Mervyn's  sale  fliers  pack  customers  into  this  Utah  store 

"It's  a  freestanding  version  of  the  department  store  basement. 
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Bell  can  show  you  how 
to  do  more  with  less. 


^■i  A  single,  toll-free  800  number  can  take  the  place  of  the  two  or  more  you 
have  now.  Your  advertising  can  become  less  complicated.  More  effective.  You  can  increase 
sales  while  reducing  costs. 

You  do  it  by  choosing  Expanded  800,  an  innovation  of  the  Bell  network, 
the  world's  largest  and  most  advanced  information  management  system.  It's  one  of  the 
latest  developments  in  the  mix  of  technology  and  management  systems  called 
Telemarketing,  and  it  can  give  you  better  control  and  greater  flexibility  in  running 
your  business. 

With  Expanded  800,  your  customers  call  the  same  toll-free  number 
whether  they're  calling  from  out  of  state  or  within.  Since  a  single  number  is  easier  to 
remember,  you're  likely  to  get  more  calls,  write  more  orders,  make  more  sales. 

The  network  can  also  route  customer  calls  the  way  you  want  them  handled. 
When  it's  quitting  time  for  your  East  Coast  office,  calls  can  shift  to  your  offices  still  open 
further  west.  You  pick  up  added  sales  and  provide  nonstop  customer  service  while  saving 
on  overtime  expenses. 

Expanded  800  can  also  help  your  telephone  sales  become  a  mirror  of  your 
field  sales  operation.  If  you  know  that  certain  areas  demand  special  attention,  calls  from 
those  areas  can  go  to  your  people  best  equipped  to  handle  them. 

Bell  can  demonstrate  to  you  right  now  the  effectiveness  of  Telemarketing 
with  Expanded  800.  We  use  it  ourselves.  1   Qr\f\    QOl  OlOl 

♦  All  you  have  to  do  is  call  1  800  821-2121.      I  OUU  OZI-ZIZI 
Put  our  knowledge  to  work  for  your  business,  ora  Bell  System. 


The  knowledge  business 


When  a  family 
marches  to  the  beat 
of  a  different  drummer. 

It  must  he  USLIFE. 

In  the  battle  for  profits,  some  companies 
think  they've  discovered  a  revolutionary  idea. 
They're  heading  away  from  the  businesses  they 
know  best.  But  not  USLIFE. 

Because  USLIFE  stands  committed  to  the 
life  insurance  business  more  than  ever.  Fact  is, 
nearly  100%  of  our  income  is  derived  from  life 
insurance. 

What's  more,  at  a  time  when  untried  insur- 
ance policies  are  riding  a  wave  of  what  may  prove 
to  be  temporary  popularity,  USLIFE  continues 
to  sell  increasing  amounts  of  creatively  designed 
modern-day  insurance.  Policies  designed  for  today's 
economic  facts  of  life. 

See  what  else  keeps  USLIFE  victorious.  Ask 
for  our  annual  report  and  latest  quarterly  earn- 
ings by  writing  to  Dept.  M,  USLIFE  Corporation, 
125  Maiden  Lane,  New  York,  NY  10038.  Or  call 
212-709-6226. 


Our  family  of  companies. 
Life  Insurance  Financial  Services 


The  United  States  Life 
Insurance  Company 
USLIFE  Life  Insurance 
Company  of  California 
USLIFE  Credit  Life 
Great  National  Life 
Old  Line  Life 
All  American  Life 
Lincoln  Liberty  Life 


USLIFE  Advisers,  Inc. 

USLIFE  Credit  Corporation 

USLIFE  Equity  Sales 

USLIFE  Realty  

USLIFE  Real  Estate  Services 

USLIFE  Systems  

USLIFE  Title  Insurance 
Company  of  Dallas  


Sooner  Life   USLIFE  Title  Insurance 

Security  of  America  Life         Company  of  New  York 


U3JFE 

life  is  a  family  affair 


GAPROJECT  LENDING 
ISA  BALANCING  ACT 
m '  BA  NKS HAVE  MASTERED. 
HAS  YOURS? 


I If  you  have  ever  been 
involved  in  project 
B  financing  which  requires 
loan  syndication,  you  know  it's 
not  a  two-step  process.  Rather,  it  is 
a  simultaneous,  creative  inter- 
action between  two  spheres  of 
knowledge  which  must  be  brought 
into  balance. 

Simply  put,  a  project 
loan  must  be  designed  to  meet  the 
criteria  of  both  buyer  and  seller, 
at  a  price  which  fulfills  the  objec- 
tives of  both.  It's  a  balancing 
process  -  both  an  art  and  a  science 
-  at  which  Bank  of  Montreal 
excels.  We  have  compiled  an 
impressive  record  of  syndi- 
cated financings  for  major  projects. 
But,  more  importantly,  we  have 
earned  the  respect  of  our  peers 
among  international  lenders  who 
have  consistentlv  voted  us  one  of 
the  most  professional  syndicate 
managers  in  the  business. 

On  one  side,  we  have  the 
proven  expertise  required  to 
accurately  assess  technical  risk,  the 


financial  engineering  skills  to 
structure  the  loan,  and  a  capital  base 
large  enough  to  make  a  major 


underwriting  commitment. 

On  the  other, 
Bank  of  Montreal  specialists  in 
loan  syndication  have  the  global 
experience  and  professional  re- 
spect of  key  project  banks,  as  well 
as  up-to-the-minute  awareness 
of  their  current  lending  posture. 

That's  where  the  balanc- 
ing comes  in.  Our  team  carefully 
weighs  all  these  factors  to  custom 
design  a  proposal  which  meets  the 
requirements  of  acceptable  risk  and 
yield.  Then  they  select  a  banking 
group  so  that  it  forms  a  broad, 
flexible  base  of  support  which  is 
compatible  with  both  your  short- 
term  needs  and  your  longer 
term  relationship  objectives. 

Which  is  good  to  remem- 
ber when  you're  weighing 
the  capabilities  of  a  project  bank. 
Contact  your 
Bank  of  Montreal' Account 
Manager,  or  Project  Finance, 
Merchant  Banking  Group,  First 
Canadian  Place,  Toronto,  Canada. 
Telex:  06524041. 


they  left  a  niche  for  off-pncers. 

Loehmann's,  for  example,  began  in 
Brooklyn  over  60  years  ago  and  today 
has  56  stores  nationwide.  It  sells  near- 
ly $250  million-a-year  worth  of  unla- 
beled fashion  apparel — brands  women 
recognize  as  Bill  Blass  and  Calvin 
Klein — only  a  month  or  so  after  the 
same  goods  are  available  elsewhere  at 
significantly  higher  prices.  "Unlike 
many  department  stores,  we  always 
are  open  to  buy,"  says  Chairman 
George  J.  Greenberg.  "That's  because 
we  turn  over  our  merchandise  1 1  to 
13  times  a  year." 

In  the  broader  lower-middle-in- 
come  market,  however,  the  biggest 
off-price  winner  is  Marshall's,  Mel- 
ville Corp.'s  brand-name  apparel 
chain.  Last  year  it  earned  about  $35 
million  on  sales  of  $620  million.  Mel- 
ville acquired  Marshall's  for  $40  mil- 
lion in  1976,  and  since  then  the  num- 
ber of  stores  has  more  than  tripled,  to 
113.  A  former  Marshall's  executive 
switched  to  Zayre  in  1977  and  helped 
to  launch  T.  J.  Maxx,  a  competing 
chain.  Along  with  Hit  or  Miss,  an 
older  off-price  operation,  these  two 
account  for  some  $350  million  of 
Zayre's  revenues  and  more  than  25% 
of  its  profits. 

More  recently,  Woolworth  got  into 
the  off-price  act  in  1979  with  J.  Bran- 
nam,  which  sells  family  apparel  most- 
ly in  the  Midwest.  Its  sales  should 
reach  some  $75  million  this  year. 
Over  half  of  Brannam's  40  outlets  are 
former  Woolco  discount  stores  that 
weren't  generating  enough  sales.  In 
addition,  there  are  lots  of  small  opera- 
tors around.  As  Greenberg  of  Loeh- 
mann's puts  it,  "This  is  an  easy  busi- 
ness to  enter." 

As  you  might  guess,  however, 
smart  buying  is  critical  to  every  off- 
price  retailer,  and  with  the  current 
rapid  growth  there's  a  problem  of  too 
many  discounters  chasing  too  few 
overstock  goods.  At  today's  interest 
rates,  manufacturers  can't  afford  to 
overstock  as  much.  Big  outfits  com- 
pensate with  better  distribution  capa- 
bility. "We  now  have  three  regional 
warehouses,  enabling  us  to  ship  goods 
quickly,"  says  Marshall's  President 
Frank  Brenton.  "We  take  an  entire 
shipment  from  the  manufacturer, 
break  it  up  and  ship  it  to  our  stores.  A 
smaller  retailer  has  to  depend  on  the 
vendor  to  do  it  for  him.  He  may  not 
want  to  or  he'll  charge  extra." 

Some  recent  entrants  into  the  off- 
price  game  bill  themselves  as  outlets 
when  they  are  really  more  like  job- 
bers. "They  just  take  the  output  from 
the  Far  East  and  sell  it  here,"  says  a 
retailer.  "In  some  cases  a  guy  comes 
over  with  some  samples  and  the  so- 


called  manufacturer  says,  'Okay,  I'll 
take  10,000  and  see  if  I  can  sell 
them.'  "  Sometimes,  too,  a  manufac- 
turer will  expand  his  "outlet"  line  by 
buying  regular  merchandise  to  give 
his  stores  broader  appeal. 

Established  retailers  like  Mar- 
shall's, T.  J.  Maxx,  J.  Brannam,  Loeh- 
mann's and  Syms,  of  course,  claim 
that  they  buy  identical  goods  to  those 
sold  elsewhere  for  higher  prices.  And 
if  a  garment  is  irregular,  they  say,  that 
fact  is  always  stated.  "If  I  buy  Arrow 
shirts,  they're  not  going  to  make  them 
in  any  other  factory  but  Arrow's," 
says  Sy  Syms.  "If  they  put  their  name 
on  it,  it  has  to  stand  for  something." 

However,  a  few  in  the  trade  insist 
that  certain  apparel  makers  are  pro- 
ducing slightly  different  lines  for 
some  overly  eager,  less  established, 
retailers,  much  the  way  hard-goods 
manufacturers  make  name  appliance 
knockoffs  for  discounters.  Women's 
designer  fashions,  for  example,  are 
sometimes  contracted  out.  There 
have  been  incidents  of  "classy"  gar- 
ments put  together  in  homes  instead 
of  in  the  factory,  with  labels  stitched 
on  later.  Some  merchandise  runs  are 
also  made  offshore.  Sometimes  the 
quality  is  top-notch,  sometimes  not. 

Then  there's  what  Manny  Rockoff 
of  the  Menswear  Retailers  of  America 
calls  "the  bastardization"  of  labels. 
Kuppenheimer,  for  example,  was  an 
established  name  in  men's  suits.  But 


when  the  company  went  out  of  busi- 
ness the  name  was  sold  to  a  lower- 
quality  manufacturer.  The  same  thing 
can  happen  when  a  well-known  re- 
tailer sells  out.  New  owners  of  the 
Rogers  Peet  name,  for  example,  are 
selling  clothing  at  a  discount.  Who 
knows  if  it's  the  same  quality  the  old 
Rogers  Peet  provided? 

Quality  aside,  however,  the  trend  to 
off-price  selling  is  changing  the  way 
some  retailers  think  about  their  busi- 
ness. What's  happening  now  is  a  tran- 
sition period  in  which  new  market 
niches  and  new  specializations  are  be- 
ing created.  It's  also  a  time  when 
many  of  the  old-line  merchandisers 
and  fledgling  off-price  retailers  are  go- 
ing to  get  burned. 

"The  first  wave  of  off-price  retailers 
were  the  founders  who  have  largely 
since  sold  out  to  second  generation 
operators  like  Melville,"  says  consul- 
tant C.  William  Ress.  "Now,  I  think 
that  off-price  retailing  will  enter  a 
third  phase.  The  remaining  good  oper- 
ators will  eventually  be  acquired  by 
department  store  chains.  It's  just  like 
what  happened  when  the  department 
stores  got  into  hard-goods  discounting 
back  in  the  1970s." 

In  the  long  run,  that's  probably  a 
sound  prediction.  But  in  the  short  run, 
the  off-price  phenomenon  brings  still 
more  chaos  to  the  rough-and-tumble 
world  of  retailing.  Caveat  emptor — for 
shoppers  and  investors.  ■ 


Back  in  1980  Wheelabrator-Frye  wanted 
Pullman  Inc.  badly — but  not  all  of  it. 
That's  why  Jack  Kruizenga  finds  himself 
running  a  brand-new  company  today. 


Bye-bye,  boxcars 


By  John  R.  Dorfman 


Jack  Kruizenga,  at  61,  has  the 
opportunity  of  a  lifetime.  After 
a  successful  career  in  a  small 
corner  of  the  railcar  business,  sudden- 
ly Kruizenga  is  running  Pullman 
Standard  Inc.,  an  industry  giant  that 
racked  up  more  than  $800  million  in 
sales  as  recently  as  1980.  That's  the 


good  news.  The  bad  news  is  that  Pull- 
man is  at  a  dead  stop.  "I'm  here,"  he 
explains,  "to  put  the  company  back 
on  its  feet." 

That  gets  right  to  the  point.  Wheel- 
abrator-Frye bought  Pullman  Inc.  in 
1980  in  a  much  publicized  $600  mil- 
lion takeover.  The  lure  was  M.W.  Kel- 
logg, the  company's  engineering  divi- 
sion. Wheelabrator's  chairman,  Mike 
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Dingman,  is  now  busy  teaming  it 
with  Rust  Engineering,  a  company  he 
acquired  in  1972. 

The  railcar  business?  Dingman 
wasted  no  time  getting  out  of  it.  Last 
year  Wheelabrator  recruited  Krui- 
zenga  from  Trans  Union's  highly  suc- 
cessful Union  Tank  Car  division  and 
put  him  in  charge  of  Pullman  Stan- 
dard, the  heart  of  an  entity  called  Pull- 
man Transportation  Co.,  which  was 
spun  off  this  February.  Wheelabrator 
stockholders  got  its  common  equity, 
while  Dingman  kept  a  big  chunk  of 
convertible  preferred.  But  Kruizenga 
is  clearly  in  charge:  He  has  already 
convinced  Dingman  that  Pullman 
should  get  out  of  the  passenger-car 
market. 

That,  however,  is  the  least  of  Pull- 
man's problems.  The  Chicago-based 
company  is  in  a  business  with  cycles 
that  can  be  deadly.  In  1977  the  com- 
pany made  $2  million.  The  next  year 
earnings  rose  to  $16  million,  and  they 
peaked  at  over  $51  million  in  1979.  By 
1981  Pullman  was  losing  money — a 
total  of  $1.4  million.  Since  then,  all 
manufacturing  facilities,  including 
the  two  large  plants  at  Bessemer,  Ala. 
and  Butler,  Penna.,  have  been  shut 
down.  Some  5,000  employees  have 
been  discharged,  and  the  company  has 
paid  a  bundle  in  severance. 


Pullman's  attitude,  com- 
plains former  President 
George  Green,  was  that  the 
manufacturer  knows  best: 
"The  hell  with  you.  You're  all 
stupid  people.  Take  what  we 
give  or  else."  That  was  fine 
for  making  production  runs 
long,  but  it  hurt  Pullman's 
standing  with  railroads. 


Kruizenga  must  rebuild  from  a 
standing  start,  and  he's  quick  to  point 
out  Pullman's  previous  mistakes.  The 
company,  he  contends,  had  become 
overspecialized,  with  too  much  ca- 
pacity and  labor  contracts  that  were 
too  generous.  Kruizenga  also  argues 
that  Pullman  had  lost  touch  with  its 
customers. 

Consider  specialization.  Boxcars 
were  a  Pullman  mainstay,  but  to- 
day— thanks  in  large  measure  to  a 
flurry  of  Seventies  tax  shelters — they 
are  in  significant  overcapacity.  Per- 
haps 70,000  of  the  nation's  384,000 
units  are  idle.  The  outlook  for  a 
comeback  is  dim,  since  intermodal 
trailers,  which  can  be  carried  by  truck 
or  train,  are  handier  and  increasingly 
popular.  "I  doubt  we'll  ever  see  an- 


other boxcar  built,"  says  Kruizenga. 

Pullman's  other  traditional  special- 
ty was  covered  hopper  cars.  They  are 
used  mainly  to  carry  grain,  though 
they  can  also  haul  plastic  pellets,  fer- 
tilizer or  aggregate.  Kruizenga  is  bull- 
ish on  covered  hopper  cars  for  the  long 
run,  but  not  before  1984  or  1985. 
Right  now  grain  trade  is  sluggish, 
partly  because  of  the  1980  embargo  on 
grain  sales  to  Russia. 

Never  again,  Kruizenga  vows,  will 
Pullman  get  caught  making  only  a 
couple  of  types  of  cars.  He  aims  to 
have  a  diversified  line.  The  emphasis 
for  the  near  term  is  intermodal  cars, 
which  carry  trailers,  and  coal  cars. 

Kruizenga  is  also  cutting  Pullman's 
production  capacity.  It  was  25,000 
cars  annually — the  largest  in  the  in- 
dustry— and  in  recent  years  total  rail- 
car  orders  have  swung  between 
40,000  and  90,000  cars  a  year.  Pull- 
man's huge  facilities  could  be  fully 
used  only  at  cyclical  peaks.  Now 
Kruizenga  intends  to  gear  Pullman  up 
for  a  10,000-to-12,000-car  capacity, 
like  that  of  the  number  two  ACF  In- 
dustries. Pullman  will  miss  a  few  dol- 
lars in  boom  years,  but  will  be  able  to 
ride  out  the  cycles  better. 

In  addition,  Kruizenga  intends  to 
keep  a  tight  rein  on  labor  costs.  (In  the 
past,  Pullman's  workers  have  been 


Pullman  Standard's  President  Jack  Kruizenga 

After  success  at  Union  Tank  Car,  a  tougher  tosh:  trying  to  restore  a  grand  old  name. 
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HOW  TO  PICK  A 
PLANT  SITE  FOR  THE 
LONG  HAUL. 


1 


COVER  LOTS 
•OF  GROUND, 


To  find  the  property  -that's 
right  for  you,  you'll  want  to 
see  and  compare  many 
sites  and  areas.  And  as  the 
nation's  longest  railroad, 
Burlington  Northern  can  offer 
you  a  wide  variety  of  choices 
in  the  25  states  we  serve.  You  can 
consider  both  our  substantial  real 
estate  holdings  and  those  of  private 
developers  with  whom  we  work 
closely.  We  have  sites  in  or  near  most 
major  markets  from  Canada  to  the 
Gulf,  and  from  the  Pacific  Northwest 
to  Alabama  and  Florida. 


A«SEE  THE  SITES. 

As  you  narrow  your  search,  you'll  want 
to  take  a  look  at  specific  properties 
and  areas.  If  we  can  help  get  you 


there  or  facilitate 
your  inspection,  please  give 
us  a  call.  We're  here  to  help. 

3 TAKE  ADVANTAGE 
•OF  LOCAL  EXPERTS. 

You'll  need  information.  Good 
information  keyed  to  local  areas.  Like 
the  labor  supply.  Power  and  water 
supply  and  rates.  Tax  laws.  Zoning 
laws.  Location  of  natural  resources. 
Proximity  to  transportation.  Govern- 


Donald  A.  Cowles 

810  Third  Avenue 
Seattle,  WA  98101 
(206)  625-6424 


Robert  E.  Munn 

1405  Curtis  Street 
Denver,  CO  80202 
(303) 458-4346 


Blane  L.  Pound 

175  N.  27th  Street 
Billings,  MT  59101 
(406)  657-8347 


William  R.  Hessi 

906  Olive  Street 
St.  Louis,  MO  63101 
(314)  342-8510 


O.  Jay  Norman 

330  Second  Avenue 
Minneapolis,  MN 
55401 

(612)  370-3346 


Raymond  J. 
Townsend 

547  W.  Jackson  Blvd. 
Chicago,  IL  60606 
(312)  435-4346 


Norman  G.  Brooks 

P.O.  Box  943 

Fort  Worth,  TX  76101 

(817)  332-8131 


Richard  G. 
Weidner,  Mgr. 
Nat'l  Accounts 
906  Olive  Street 
St.  Louis,  MO  63101 
(314)  342-8465 


mental  climate.  In  short,  you  need 
a  local  expert.  And  here's  how  you 
get  one.  Call  or  write  any  of  our 
representatives  listed  below.  Or,  if 
you  prefer,  call  Ernie  Grinnell, 
Vice  President,  or  Ed  Riebow, 
Director  of  Field  Operations,  in  St. 
Paul,  at  (612)  298-2346. 

4 KEEP  IT  STRICTLY 
•  CONFIDENTIAL. 

We've  been  in  the  plant  location 
business  for  a  good  long  time.  Our 
trained,  experienced  staffs  understand 
the  importance  of  keeping  your  plans 
and  activities  completely  confidential. 
So  that's  exactly  what  we  do. 

We  can't  take  all  the  hassle  out  of 
plant  site  selection.  But  we  can  make 
it  a  lot  easier.  Just  give  us  a  call. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  C682 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


represented  by  the  United  Steel- 
workers  of  America,  which  won  gen- 
erous contracts.)  "If  there's  one  thing 
Pullman  management  can  be  criti- 
cized for  openly,  it's  capitulating  to 
labor  time  after  time  to  protect  their 
market  share,"  says  Kruizenga. 
"When  we  reopen  we'll  cither  have  a 
different  union  or  no  union  at  all." 

The  criticism  doesn't  end  there, 
however.  General  James  McDivitt, 
the  former  astronaut  who  ran  Pull- 
man in  the  late  Seventies,  lost  touch 
with  customers,  according  to  Krui- 
zenga. McDivitt  tried  to  force  new 
thinking  on  railroads,  and  also  pushed 
for  standardized  orders.  That  was 
swell  for  operating  efficiency — and  for 
Pullman's  long  production  runs — but 
hardly  a  strategy  that  was  calculated 
to  win  friends. 

George  Green,  a  former  Pullman 
Standard  president  and  in  recent  years 
a  dissident  stockholder,  agrees  with 
Kruizenga's  criticisms.  Pullman's  at- 
titude in  recent  years,  he  says,  was 
"the  hell  with  you.  You're  all  stupid 
people.  Take  what  we  give  you  or 
else."  That,  Green  adds,  is  where  Pull- 
man "lost  its  relationship  with  the 
rail  industry." 

In  contrast,  ACF  and  a  host  of 
smaller  competitors,  such  as  Berwick, 
Ortner,  Thrall  and  United  American, 
were  eager  to  build  to  suit.  And  they 
could  handle  custom  business  profit- 
ably. "In  the  21  days  it  would  take 
Pullman  to  change  tooling,"  says 
Kruizenga,  "a  smaller  company  could 
have  the  order  built." 

With  Pullman's  new  approach  the 
company  will  initially  need  only  one 
production  facility,  and  Bessemer  will 
probably  be  it.  Kruizenga  won't  say 
for  sure,  however,  since  he's  still  try- 
ing to  wring  a  few  tax  and  other  con- 
cessions out  of  state  and  local  authori- 
ties. Pennsylvania,  he  explains,  is 
definitely  out.  The  Steelworkers  are 
too  strong  there,  and  the  workers' 
compensation  laws  are  too  onerous. 

Can  the  new  Pullman  make  it?  A 
lot  of  small  investors  have  bought 
shares  in  the  company,  which  is 
termed  a  "five-year  call  option  on 
America"  by  Henry  Gerstcn  of  Deltec 
Securities  Corp.  The  stock  was  re- 
cently selling  for  l5/s  over-the- 
counter,  and  a  lot  of  small  investors, 
figuring  they  can  afford  $150  or  so, 
have  snapped  it  up.  At  the  same  time, 
institutions  have  been  unloading  the 
shares,  which  pay  no  dividends. 

Success  won't  be  easy.  Pullman 
must  accelerate  slowly  during  a  peri- 
od when  at  least  13%  of  the  total 
railcar  fleet  is  idle.  Working  capital, 
right  now,  consists  mainly  of  a  $50 
million  loan,  tied  to  the  prime  rate, 


from  a  group  of  banks  headed  by  Mel- 
lon National. 

Making  a  full  line  of  cars  will  be  a 
new  experience.  In  the  past,  notes  E.F. 
Hutton  analyst  Rollins  Maxwell, 
mammoth  plants  both  reflected  Pull- 
man's mass-production  philosophy 
and  gave  the  company  a  reason  to 


By  Rosemary  Brady 

Y1  ou  have  seen  it  all  from  your 
armchair:  Northern  Ireland's 
youth  in  ski  masks  jeering  Brit- 
ish troops  and  hurling  Molotov  cock- 
tails as  cars  burn  in  the  background. 
John  De  Lorean  epitomized  the  prov- 
ince's public  relations  problem  when 
he  told  reporters  that  his  Belfast  car 
plant  had  been  firebombed  140  times. 

Now  listen  to  a  different  percep- 
tion: "Normally  in  Northern  Ireland, 
industry  doesn't  have  any  problems. 
It's  as  quiet  to  live  here  as  in  the 
Netherlands  or  Danville,  111.  There 
are  almost  no  hassles." 

The  speaker  is  Dutch-born  Herman 
Stoopman,  formerly  of  Danville  and 
currently  managing  director  of  Hyster 
Co.'s  forklift  truck  plant  in  Craig- 
avon,  N.I.  Kidnappings?  Endless  guer- 
rilla war? 

"The  problem,"  says  Stoopman,  re- 
ferring to  Northern  Ireland's  volatile 
mixture  of  religious  discrimination 
and  political  imbalance,  "stops  at  the 
factory  gate." 

The  one-year-old,  $50  million 
Craigavon  plant  is  Hyster's  answer  to 
Japan's  thrust  into  the  lower-priced 
end  of  the  $8  billion-a-year  lift  truck 
market.  Hyster,  whose  five-year  aver- 
age return  on  equity  is  second  only  to 
industry  leader  Caterpillar's  among 
materials  handling  equipment  mak- 
ers (Forbes,  Jem.  4),  has  traditionally 
built  reliable — but  expensive — fork- 


stick  with  that  philosophy. 

There  is,  however,  at  least  one  posi- 
tive sign.  Kruizenga,  who  is  being  paid 
$165,000  a  year  and  has  an  option  to 
buy  50,000  Pullman  shares,  has  a 
clear  idea  of  what  he  wants  to  do — 
and  what  mistakes  he  isn't  going  to 
repeat.  ■ 


lift  trucks.  The  $583  million  (sales) 
Portland,  Ore. -based  company  had 
left  itself  unprotected  in  the  lower 
price  ranges,  and  Toyota,  Datsun  and 
Komatsu  had  moved  in. 

"The  Japanese,"  says  Stoopman, 
"were  starting  to  eat  our  lunch  and 
nibble  at  our  dinner.  So  we  went  back 
to  the  drawing  board." 

In  1977  Hyster  designed  its  first 
low-cost,  no-frills  lift  truck  and,  at  the 
same  time,  a  highly  automated  pro- 
cess for  manufacturing  the  vehicle 
cheaply.  The  Challenger  XL,  capable 
of  lifting  up  to  2.5  tons,  is  aimed  at 
small-company  buyers  and  built  to 
move  anything  from  dirt  to  fish.  And, 
at  a  list  price  of  less  than  $20,000,  the 
truck  is  competitive  with  Datsun's 
P5000  model. 

Hyster  executives  predict  the  Chal- 
lenger XL  will  capture  10%  of  the 
basic  end  of  the  world's  lift  truck  mar- 
ket within  the  next  year  and  will 
build  to  a  dominant  stake  in  years  to 
come.  At  full  capacity,  the  Craigavon 
plant  c.ould  add  $100  million  to  the 
company's  sales  figures. 

To  produce  Challenger  XL,  Hyster 
needed  a  low-cost  manufacturing 
country.  Beginning  in  1978  Stoopman 
and  a  team  of  executives  started  hunt- 
ing for  a  site.  Singapore,  France,  the 
Middle  East  and  West  Germany  were 
considered,  as  was  the  Irish  Republic, 
where  Hyster  is  putting  a  new  materi- 
als handling  plant.  For  forklifts, 
though,  it  chose  Northern  Ireland. 


Hyster  is  making  forklift  trucks  in  Northern 
Ireland  and  finding  that  "the  problem 
stops  at  the  factory  gate. " 


Hope, 
not  hate 
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Hyster  bought  the  land  in  July  1979, 
opened  the  new  plant  in  early  1981 
and  started  to  put  out  the  new  forklift 
truck  last  June. 

Why  Northern  Ireland?  For  one 
thing,  investment  grants  are  competi- 
tive. The  British  taxpayer  pays  be- 
tween 30%  and  50%  of  plant  con- 
struction and  equipment  costs,  up  to 
$60  per  employee  a  week  for  training 
costs  and  up  to  50%  of  research  and 
development  costs.  Taxes?  They  are 
stiff:  Like  British  companies,  foreign- 
ers are  liable  for  Britain's  52%  corpo- 
rate income  tax  (versus  the  Irish  Re- 
public's flat  10%  tax  on  foreigners' 
profits).  But  foreign  investors  in 
Northern  Ireland  can  write  off  their 
entire  investment  in  machinery  and 
equipment,  including  up  to  90%  of 
the  government's  share,  and  so  pay 
sharply  reduced  taxes  in  their  pro- 
jects' early  years. 

"We  just  added  up  the  basics — 
money,  people,  transportation  and 
communications — and  Northern  Ire- 
land came  out  on  top,"  explains 
Stoopman. 

By  contrast,  De  Lorean  had  a  tough- 
er proposition.  To  obtain  the  kind  of 
British  government  financing  needed 
for  an  automobile  plant,  De  Lorean 
had  to  locate  his  plant  on  the  edge  of 
West  Belfast  and  employ  and  train 
workers  from  that  deprived  area. 
Stoopman  and  Hyster  could  locate  in 
dairy  farm  country  30  miles  south- 
west of  Belfast  in  Craigavon — where 
Goodyear  International  and  Harts- 
ville,  S.C.'s  Sonoco  Products  already 
have  factories. 

Still,  it's  a  far  cry  from  Danville,  111. 
Known  to  locals  as  "Fort  Knox,"  the 
Hyster  plant  is  rimmed  by  a  high- 
security  fence.  Cameras — and  a 
guard — eye  the  only  entrance  to  the 
40-acre  site.  Nobody  gets  in  without 
the  approval  of  Stoopman,  who  also 
observes  the  parking  lot  from  picture 
windows  in  his  office.  The  security 
precautions  are  obvious  reminders  of 
Northern  Ireland's  modern  troubles, 
which  began  with  civil  rights 
marches  by  the  Catholic  minority  in 
1969,  followed  by  riots,  burnings  and 
the  coming  of  British  troops  to  restore 
order.  But  Stoopman  says:  "Politics 
never  enter  this  factory  because  peo- 
ple's livelihoods  are  here.  Labor  rela- 
tions are  very  good."  Plant  manager 
William  Brown  adds  that  Hyster's  265 
workers  are  "a  completely  mixed 
[Catholic  and  Protestant]  group,  and 
we  have  had  no  problems.  It's  not 
worth  it  to  the  locals  to  talk  politics." 

A  job  is  something  to  treasure  in 
the  province,  where  traditional  ship- 
building and  textiles  declined  long 
ago  and  unemployment  now  runs  at 


20%  of  the  labor  force,  with  pockets 
of  40%  and  50%.  The  British  govern- 
ment— attempting  to  create  5,000 
jobs  a  year — is  organizing  a  new  In- 
dustrial Development  Board.  North- 
ern Ireland  Minister  of  State  Adam 
Butler  has  asked  for  help  from  Stoop- 
man and  other  managers  of  the  37 
American  companies  that  have  in- 
vested $1.7  billion  in  the  province. 

Stoopman,  like  most  foreign  busi- 
nessmen, scrupulously  avoids  the 
province's  politics.  An  avid  sports- 
man, the  44-year-old  engineer  referees 
field  hockey  games  all  over  Northern 
Ireland  and  says  he  has  "never  been  in 
a  bad  situation."  His  son  goes  to 
school  in  Craigavon  and  his  wife 


drives  into  Belfast  to  go  shopping. 
"We  do  everything  we  have  done — 
except  talk  their  politics,"  he  ex- 
plains. "That's  none  of  our  business." 

True  enough.  Hyster's  business 
success  in  the  province  depends  on 
the  market's  reaction  to  the  Challeng- 
er XL.  (Slow  at  the  moment  because  of 
the  world  recession,  but  Stoopman 
predicts  the  investment  will  be  profit- 
able by  year-end.)  Yet  Stoopman  must 
also  know  that  multinational  compa- 
nies such  as  Hyster,  with  their  non- 
discriminatory hiring,  training  of 
workers  and  wage  packets,  repre- 
sent— far  more  than  the  traditional, 
hate-filled  politics — the  real  hope  for 
Northern  Ireland.  ■ 


Hyster  Northern  Ireland's  Herman  Stoopman 

"We  don't  talk  their  politics.  That's  none  of  our  business. 
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Worried  about  jobs  in  Lorraine,  France's 
Socialist  government  finds  itself  employing 
4,500  Pittsburgh  steelworkers. 


Thank  you, 
Baron  Rothschild 


By  Jean  A.  Briggs 


Anthony  J. A.  (Tony)  Bryan,  59, 
never  thought  he  would  end  up 
working  for  a  French  Socialist 
government.  When  the  tall,  suave 
marketing  expert  took  over  as  chair- 
man at  Pittsburgh's  Copperweld 
Corp.  in  1977,  the  specialty  steel  com- 
pany was  controlled  through  a  hold- 
ing company,  Imetal,  by  Baron  Guy  de 
Rothschild  of  Paris.  When  the  new 
French  Socialist  government  took 
over  Banque  Rothschild  in  February, 
it  got  the  holding  company;  with  oth- 
er transactions,  the  French  govern- 
ment will  soon  own  over  50%  of  Ime- 
tal, the  French  holding  company  that 
in  turn  owns  66%  of  Copperweld. 

How  does  Tony  Bryan  feel  about  all 
this?  He  professes  unconcern.  Says 
he:  "We  set  our  own  development 
policies;  there's  no  hint  that  will 
change." 

Bolstering  his  view  is  the  fact  that 
the  French  government  has  left  long- 
time Rothschild  confidant  Bernard  de 
Villemejane  as  head  of  Imetal.  Ville- 
mejane told  Forbes:  "I  am  a  symbol  to 
other  shareholders  of  management 
continuity."  Since  the  French  govern- 
ment is  more  concerned  with  jobs  in 
Lorraine  than  in  Pennsylvania,  the 
chances  are  that  both  Bryan  and  Ville- 
mejane will  retain  their  freedom  of 
action.  Having  acquired  control  of 
Copperweld  almost  by  accident,  Paris 
is  unlikely  to  interfere  much  in  its 
management. 

Copperweld  is  almost  the  only  one 
of  Imetal's  investments  that  is  doing 
well.  To  understand  why  the  Roth- 
schilds bought  it  for  Imetal  it  is  neces- 
sary to  understand  what  Imetal  is.  It 
was  a  holding  company  for  a  collec- 
tion of  Rothschild  mining  ventures. 
When  the  Rothschilds  went  looking 
for  U.S.  investments  in  the  mid-Sev- 


Copperweld  Chairman  Tony  Bryan 
Paris  is  pleased. 

enties  they  hit  upon  Copperweld.  It 
had  the  dual  advantage  of  being  avail- 
able and  of  being  a  means  for  moving 
Imetal  downstream  into  steel  produc- 
tion. They  wanted  it  so  badly  that 
they  risked  an  unfriendly  takeover 
and  won.  Tony  Bryan  was  their  choice 
to  succeed  old  management. 

As  the  French  Socialists  ponder 
Imetal's  rather  sick  portfolio,  they 
can  be  thankful  for  Copperweld.  Ime- 
tal's other  businesses  are  doing  badly. 
Societe  Metallurgique  Le  Nickel- 
SLN,  of  which  it  owns  50%,  lost  $53 
million  last  year  and  $20  million  the 
year  before  (the  French  government 
has  to  come  up  with  $100  million  in 
new  equity  capital  to  keep  it  going); 
Societe  Miniere  et  Metallurgique  de 
Penarroya,  a  producer  of  lead  and  zinc, 
lost  $9.5  million  last  year.  Copper- 
weld did  well  last  year  by  almost  any 


standard.  Its  earnings  were  up  96%,  to 
$37  million,  or  $6.51  per  share;  its 
sales  increased  34%,  to  $616  million. 
Return  on  equity  was  19.5%,  return 
on  total  capital  15.7%. 

These  numbers  put  it  among  the 
best  companies  in  the  steel  industry. 
Copperweld  is  more  like  a  specialty 
than  an  ordinary  steel  company.  It 
doesn't  depend  on  commodity  prod- 
ucts such  as  sheet  and  strip,  which  are 
so  often  hit  by  imports.  It  makes  alloy 
steel  bars  for  numerous  industrial 
customers,  including  itself.  It  makes 
seamless  steel  tubing  for  equipment 
for  farming,  automobiles,  construc- 
tion and  oil  producing,  and  it  makes 
copperclad  aluminum  and  steel  wire 
for  utilities  and  cable  TV. 

How  could  a  company  in  such  busi- 
nesses have  done  well  last  year?  Bry- 
an cites  several  factors.  First,  and 
probably  most  important,  is  that  the 
company  has  spent  big  money  mod- 
ernizing plant  and  equipment.  "We 
invested  $171  million  over  the  past 
five  years — proportionally  more  than 
any  of  our  competitors,"  he  says.  Ev- 
ery division  has  at  least  one  new  or 
refurbished  plant.  The  result  is  that 
for  most  products  the  break-even 
point  has  been  lowered.  The  company 
has  to  produce  and  sell  fewer  bars, 
tubes  and  wires  to  make  money. 

The  second  factor  Bryan  mentions 
is  that  Copperweld  is  concentrating 
on  the  more  expensive  end  of  its  prod- 
uct spectrum.  It  has  been  turning  out 
and  selling  more  alloy  tubing,  for  ex- 
ample, and  more  nuclear-grade  steel 
than  the  more  ordinary  stuff.  Bryan 
says  this  technology  helps  the  com- 
pany stay  a  bit  ahead  of  competition. 

The  third  factor  is  the  marketing 
effort.  Each  division  has  been 
strengthening  its  sales  staff.  For  ex- 
ample, the  tubing  group  hired  an  oil 
expert  to  market  to  the  oil  industry 
and  an  architect  to  market  to  builders. 
But  it's  not  just  a  matter  of  specialists; 
it's  also  numbers.  Says  Bryan:  "We've 
increased  our  marketing  staff  100%." 

Bryan  has  also  drawn  on  his  per- 
sonal background  to  move  Copper- 
weld into  a  new  business,  energy.  It 
is  a  business  he  knows  well:  He  used 
to  run  Cameron  Iron  Works,  an  oil 
tool  manufacturer,  until  his  marriage 
to  the  founder's  daughter  broke  up. 
Copperweld  has  been  drilling  for  gas 
in  Ohio;  it  now  has  about  90  pro- 
ducing wells.  It  is  also  a  partner 
with  Allegheny  International  in 
Guardian  Oil,  which  is  exploring  for 
oil  in  U.S.  oilfields. 

Bryan  is  well  pleased  with  the  ener- 
gy operation.  "When  you  drill  those 
shallow  wells  in  Ohio,"  he  says,  "you 
hit  gas  19  out  of  20  times.  We  have 
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The  Newest,  Most  Dynamic  Yield 
Curve  Opportunity  Ever! 

The  CD/T-Bond  spread 


T-BONDS  (LINE),  DOMESTIC  CDS  (DOT) 
FEBRUARY  1980  TO  NOVEMBER  1981 


Long-term  interest >/ rates  are  less  volatile  than  short- 
term.  A  15-29  year  T-Bond*  futures  contract  covers  the  long- 
term.  A  90-day  CD  futures  contract  covers  the  short  term. 

As  you  know  both  long  and 
short-term  rates  have  a  tendency 
to  move  the  same  way,  but  at 
different  speeds.  Hence  the 
spread. ..going  long  in  one 
contract  and  short  in  the  other. 

But  what  you  may  not  be  aware 
of  is  just  how  unique  and 
dynamic  this  particular  spread 
is  vis-a-vis  other  financial  futures 
spreads. 

Consider  trading  the  yield 
curve.  You'll  find  the  margin 
attractive. 


FMAMJJASONDJFMAMJJASO 

1980  1981 


For  our  free  information  detailing  this  unusual  opportunity 
and  defining  the  risk,  call  800/621-4641.  In  IL  800/572-4217. 

*  Futures  contracts  in  U.S.  Government  debt  are  not 
obligations  of  the  U.S.  Treasury  Department. 

H  Chicago  Board  of  Trade 

141  W.  Jackson,  Chicago,  IL  60604 
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about  $32  million  of  reserves  that 
don't  appear  on  the  balance  sheet." 

The  operation  has  contributed  in 
another  way:  It  has  helped  to  shelter 
Copperweld 1's  other  hard-won  earn- 
ings. Last  year  the  company  deducted 
$3.5  million  of  intangible  drilling 
costs  from  its  pretax  income. 

Copperweld  will  not  do  as  well  this 
year  as  it  did  last.  First-quarter  earn- 
ings were  down  nearly  60%  and  the 
order  backlog  has  shrunk. 

But  you  can't  think  of  Copperweld 
as  being  just  another  steel  company, 


and,  unless  the  recession  gets  much 
worse,  it  will  end  the  year  well  in  the 
black.  Earnings  should  drop  to  some 
$20  million.  Meanwhile,  Bryan  is 
planning  to  put  another  $60  million 
into  new  plant  this  year  and  thinks  it 
might  be  a  good  time  to  make,  some 
acquisitions.  "Prices  may  be  down," 
he  says  in  his  quiet  way. 

If  there  arc  acquisitions  it  is  a  safe 
bet  they  will  be  in  the  technology 
area.  Copperweld  already  has  a  small- 
ish investment  in  robotics — an  in- 
vestment  that   makes   sense  only 


when  one  remembers  that  the  French 
are  highly  anxious  to  update  their  in- 
dustrial technology.  As  an  access  to 
U.S.  metallurgy  and  other  technol- 
ogies, then,  Copperweld  may  prove  to 
be  of  great  value  to  the  French  govern- 
ment. In  return,  Tony  Bryan  is  reason- 
ably certain  of  retaining  a  high  degree 
of  independence.  So,  this  partnership 
between  Pittsburgh  and  Paris  is  not 
that  odd  after  all. 

Tony  Bryan  does  speak  pretty  good 
French.  "But  I  have  a  bit  of  trouble 
with  the  technical  terms,"  he  adds.  ■ 
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Baron  Guy  de  Rothschild  at  Banque  Rothschild.  Tlje  office  is  now  occupied  by  the  French  government. 


Rich  isn't  necessarily  smart.  The  French  branch  of 
the  fabled  Rothschild  family  hasn't  been  hot  in 
the  investment  department  lately.  Baron  Guy  de 
Rothschild,  the  73-year-old  family  patriarch,  and  his 
associates  apparently  failed  to  foresee  the  Socialist 
victory  last  May  and  so  failed  to  remove  Imetal's 
shares  from  his  family  bank. 

A  major  Rothschild  investment  has,  moreover,  been 
a  disaster:  Le  Nickel,  owner  of  a  rich  nickel  mine 
situated  on  a  French  island  in  the  vastness  of  the 
Pacific  Ocean.  Baron  Guy  de  Rothschild  expanded  it 
in  the  Sixties.  At  the  time  the  market  for  nickel 
appeared  to  be  insatiable,  and  New  Caledonia  nickel, 
which  can  be  strip-mined,  had  a  cost  advantage  over 
such  underground  deposits  as  Inco's  in  Canada.  But 
the  demand  for  nickel  fell,  and  escalating  oil  prices 
handed  the  advantage  back  to  Inco.  Le  Nickel  has  had 
a  tough  time  making  money  for  much  of  the  decade. 

In  1975  the  Rothschilds  sold  50%  of  Le  Nickel  to  Elf 
Aquitaine,  the  government-controlled  oil  company. 
In  a  sense  the  government  bailed  out  the  Rothschilds. 
Its  reason:  nickel's  strategic  importance  and  New 
Caledonia's  political  importance. 

The  Rothschilds'  other  mining  ventures  didn't  turn 
out  quite  so  badly,  but  they  have  not  had  great  success 
recently.  Penarroya,  a  lead  and  zinc  producer,  has 


suffered  from  low  prices  for  much  of  the  decade  and  is 
currently  losing  money.  Mokta,  a  uranium  and  man- 
ganese mining  company,  has  also  been  suffering  from 
low  prices. 

The  first  great  Rothschild  had  as  his  motto:  Buy 
cheap  and  sell  dear.  His  modern  descendants  don't 
seem  to  be  following  suit. 

The  Rothschild  decision  to  go  into  branch  banking 
was  no  huge  success  either.  The  bank  got  started  just 
about  the  time  the  government,  in  an  anti-inflation 
drive,  clamped  down  on  borrowing  and  curtailed  such 
operations.  The  bank  was  left  with  a  relatively  small 
deposit  base.  Its  move  was  at  best  late  and  costly. 

In  1978  the  family  made  the  fateful  decision  to  put 
its  industrial  holdings — i.e.,  Imetal — into  the  bank. 
Had  these  holdings  not  been  in  the  bank  the  govern- 
ment probably  would  not  have  seized  them.  But  there 
they  were. 

Yet  the  baron  did  come  out  of  the  whole  national- 
ization business  with  a  certain  amount  of  dignity 
thanks  to  his  now-famous  letter  to  the  newspaper  Le 
Monde.  "A  Jew  under  Petain,  an  outcast  under  Mitter- 
rand— for  me  it  is  enough.  ...  I  am  forced  into  retire- 
ment; I  wish  I  could  go  on  strike."  And,  even  though 
he  has  lost  control  of  it,  his  Copperweld  acquisition 
didn't  turn  out  too  badly. — J.A.B. 
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Survival  under  stress .  .  .  The  Philippine  economy  endured  and  sur- 
mounted considerable  hardship  in  1981.  The  much-publicized  scandals 
that  rocked  the  financial  world  during  the  early  part  of  the  year  set  the 
tenor  for  what  was  to  be  a  period  of  economic  tribulation. 

The  rather  restricted  growth  of  monetary  supply  in  the  Philippines  in 
part  explained  its  moderate  economic  growth  which  was  posted  at  4.9 
per  cent  in  1981  (GNP,  1972  =  100). 

It  was,  therefore,  a  pyrrhic  triumph  that  the  Philippine  economy 
weathered  domestic  and  international  stresses.  Preliminary  estimates  of 
the  real  growth  of  gross  national  product  (GNP)  shows  a  4.9  per  cent 
record  from  P92.2  billion  to  P97.4  billion,  admittedly  the  lowest  in  four 
years  of  the  National  Development  Plan  period. 

The  4.9  per  cent  increase  in  gross  national  product,  at  constant  1972 
prices  registered  in  1981  (or  18.7  per  cent  real  growth  at  current  prices), 
was  way  below  the  5.4  per  cent  growth  attained  in  1980. 

Philippine  exports,  suffering  from  the  recession  in  the  major  overseas 
markets,  protectionism  in  some  industrialized  nations,  the  local 
economic  slump,  price  conditions,  minimal  expansion  of  Philippine 
exports,  and  the  poor  performance  of  traditional  products  (such  as 
sugar,  mineral  ores,  forest  products),  grew  by  6.5  per  cent.  But  due  to 
inflationary  pressures,  this  resulted  in  a  drop  of  4.1  per  cent  in  export 
earnings.  This  is  way  below  the  26  per  cent  growth  rate  registered  in 
1980  and  the  annual  average  of  23  per  cent  achieved  since  1976.  This 
year's  growth  rate  would  have  probably  been  lower  if  not  for  the  good 
performance  of  non-traditional  exports,  coconut  products,  and  fruits 
and  vegetables. 

Imports,  on  the  other  hand,  had  one  of  the  lowest  growth  rates  in 
recent  years,  at  9  per  cent.  Oil  still  accounted  for  a  substantial  part  of 
the  import  bill,  since  purchases  of  oil  cost  the  country  $2.56  billion  in 
foreign  exchange  payments,  or  30  per  cent  of  total  importation. 

Higher  receipts  from  migrant  workers  (estimated  at  $1  billion), 
however,  partially  offset  the  destabilizing  effects  of  trade  imbalance  and 
cushioned  the  domestic  economy  from  the  impact  of  higher  interest 
payments.  The  current  account  grew  slightly  from  $2.05  billion  in  1980 
to  $2,412  billion  in  1981. 

Long  and  short-term  loans  as  well  as  investments  amounted  to  $1.85 
billion  as  against  $1.67  billion  in  1980. 

The  external  sector  also  recorded  a  25  per  cent  increase  in  the 
country's  outstanding  external  debt,  which  reached  $15,835  million  at 
the  end  of  1981,  from  $12.8  billion  in  1980.  Higher  external  availments 
had  to  be  made  not  only  to  cover  the  BOP  short  of  it  but  also  to  sustain 
the  government's  counter-cyclical  policy  which  required  continuous 
external  financing  for  infrastructure  and  other  development  projects. 

To  minimize  the  impact  of  external  pressures,  the  Central  Bank 
adopted  a  shift  in  international  reserve  policy.  Short-term  credit 
availment  used  for  reserve  purposes  were  reduced  to  cut  down  on 
interest  payments.  Gross  reserve  therefore  stood  at  $2,707  million  in 
1981,  equivalent  to  about  four  months  of  import  requirements. 

The  weakening  of  the  balance-of-payments  position  was  one  of  the 
factors  that  contributed  to  the  decline  in  the  peso-dollar  exchange  rate. 
The  year  ended  with  an  exchange  value  of  P8.20  per  U.S.  dollar,  or 
about  9.8  per  cent  lower  than  its  worth  at  the  beginning  of  the  year. 


The  text  for  the  special 
Philippines  advertising 
section  was  prepared 
by  Adrian  E.  Cristobal. 
Mr.  Cristobal  is  both  an 
author  and  journalist 
who  is  an  expert  on 
economic,  cultural  and 
political  issues  in 
The  Philippines. 
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More  than  a  bank,  more  than  a 
financial  institution,  Traders 
Royal  Bank  is  a  partner  in  prog- 
ress. A  commitment  to  servicing 
your  financial  needs,  whatever 
they  may  be. 

And  more,  Traders  is  people 
who  care  that  you  and  your 
money  are  secure.  It's  a  team  of 
capable  and  energetic  minds 
that  create  optimum  results  for 
you  everytime. 

Because  at  Traders,  you're  our 
most  important  asset. 


"Count  onus." 

TRADERS  ROYAL  BANK 


HEAD  OFFICE:  Kanlaon  Towers 
Roxas  Blvd.,  Pasay  City,  Metro  Manila 
Cable  Address:  TRACOBANK 

Telex:  EASTERN  PN  63254,  ITT  GLOBE 
MACKAY  P.M.  40051.  CAPWIRE  14618 


"IPAGPATULOY  ANG  KAUNLARAN. 
MAG  IMPOK.SA  BANGKO.' 
MEMBER  PDIC. 


In  the  domestic  front,  the  adjustments 
were  reflected  in  a  lower  growth  rate. 

Hindsight  revealed  that  the  right  mone- 
tary supply  leading  to  the  indiscriminate 
money  market  activities  brought  about  the 
depressed  gross  investment  and  hence, 
lower  production.  Demand  was  also  lower 
on  account  of  the  extended  recession 
abroad  which  resulted  in  lower  prices  of 
traditional  Philippine  exports.  Thus,  output 
in  all  industries  recorded  lower  growth  rates 
in  1981—1.7  per  cent  for  mining;  7.8  per  cent 
for  utilities  (electricity,  gas  and  water). 

The  lifting  of  martial  law  in  January  and 
the  enactment  of  Batas  Pambansa  130,  or 
the  Strike  Law,  contributed  to  the  further 
decline  in  economic  growth,  specifically  the 
manufacturing  sector. 

Consumer  price  levels  continued  to  in- 
crease although  at  a  decelerated  rate.  The 
consumer  price  index  (CPI,  1972  =  100)  in 
the  Philippines  and  Metro  Manila  showed 
annual  growth  rates  of  12.4  per  cent  and 
11.8  per  cent,  respectively.  These  were  the 
lowest  rates  for  the  country  in  three  years. 
Key  factors  to  these  were  the  supply  stabili- 
zation and  demand  management  measures 
undertaken  by  the  government. 

Policy  and  institutional  changes  were 
introduced  to  strengthen  the  financial 
system  and  enhance  its  responsiveness  to 
development  needs  and  monetary  manage- 
ment. First  was  the  selective  rehabilitation 
of  distressed  but  viable  industrial  and  finan- 
cial institutions  adversely  affected  by  the 
financial  crisis  through  the  "advances 
window"  of  the  Central  Bank  and  the 
establishment  of  the  P  1.5  billion  industrial 
fund.  The  Central  Bank  and  the  SEC  drew 
up  new  rules  and  regulations  governing  the 
money  market;  especially  those  concerning 
the  issuance  of  commercial  paper.  Only 
duly-accredited  and  bank-supported  issue 
would  be  allowed  in  the  market.  In  addi- 
tion, the  blueprint  for  a  credit  information 
bureau  was  completed  to  provide  lending 
institutions  with  more  accurate  information 
on  total  borrowings  and  credit  standing  of 
their  borrowers.  Deregulation  of  interest 
rates  generated  a  positive  impact  on  finan- 
cial savings  as  shown  in  the  encouraging 
growth  of  savings  and  time  deposits.  Long- 
term  lending  rates  remained  as  the  Central 
Bank  adopted  stabilization  measures 
through  open  market  operations. 

INCREASE  IN  INVESTMENTS 

Despite  the  modest  performance  of  the 
economy  in  1981,  statistics  showed  a  favor- 
able investments  picture,  with  a  massive 
growth  in  domestic  investments  and  a  nota- 
ble rise  in  the  inflow  of  foreign  investors. 


Mrs.  Imelda  Romualdez  Marcos,  the  First  Lac 
of  the  Philippines,  concurrently  governor  of 
Metropolitan  Manila  and  Minister  of  Human 
Settlements. 

Toward  the  last  quarter,  total  invest- 
ments rose  to  P  6.835  million,  49  per  cent 
higher  than  the  corresponding  amount  fon 
1980.  Investments  in  new  enterprises  and 
expansions  totalled  P520.7  million.  Also, 
capital  flow  to  preferred  areas  of  invest- 
ments promoted  by  the  Government  reach 
P5.4  billion  to  surpass  the  preceding  year' 
level  by  27  per  cent. 

The  financing,  insurance,  real-estate  ani 
business  services  sector  received  the  bulk  « 
paid-up  investments  on  both  1980  and  198 
according  to  the  SEC.  The  manufacturing 
sector  ranked  second. 

FOREIGN  INVESTMENTS 

The  Government's  major  industrial  proj 
ects  provided  a  boost  to  the  attraction  of 
foreign  capital  to  the  country.  Foreign  in- 
vestments amounted  to  at  least  Pi. 9  billio 
this  year,  7  per  cent  higher  than  1980.  Top 
ping  the  list  of  foreign  investors  were  the 
Americans,  accounting  for  27.2  per  cent  oi 
the  total  foreign  investments. 

For  1981  the  Government  set  the  target  c 
12  per  cent  inflation  rate,  although  the  rate 
actually  rose  to  13.2  per  cent  in  July,  main 
ly  due  to  higher  utility  costs.  However, 
toward  the  latter  part  of  the  year,  there  w; 
a  noted  decrease  in  the  rate  of  inflation, 
which  was  reported  at  11  per  cent  against 
19.1  per  cent  for  the  same  period  last  year. 
The  slowdown  in  the  inflation  rate  was  at- 
tributed to  a  minimal  rise  in  the  prices  of 
basic  consumer  goods  and  services  like 
food,  clothing,  water,  electricity  rates  and 


We've  been  making  Orient 
business  trips  seem  shorter  longer 
than  any  other  Asian  airline. 


Philippine  Airlines  was  the  first 
Asian  airline  to  fly  trans-Pacific.  In  1946. 

Today  we  fly  the  fastest,  most  direct 
routes  with  our  daily  trans-Pacific  service 
from  California  — 7  times  a  week  from 
San  Francisco  and  3  times  a  week  from  Los 
Angeles.  With  easy  Manila  connections 
to  all  the  Orient  business  centers. 

We've  had  35  years  to  refine  the  art 
of  making  a  long  business  trip  not  seem 
like  a  long  business  trip. 


Instead  of  just  reclining  chairs,  we 
offer  14  full-length  beds  —  our  "Skybeds!' 
We  offer  you  a  new,  modern  wide-body 
fleet  of  747s,  DC-10's  and  Airbuses. 

And  the  lightest,  most-awarded 
French  Nouvelle  Cuisine  in  the  air. 

On  Philippine  Airlines  you  get 
business  flight  know-how  that  stretches 
back  35  years.  And  a  tradition  of  natural 
Philippine  friendliness  that  stretches 
back  1,000  years  further! 


Philippine 

Airlines 

Asia's  first  airline. 

Amsterdam  Athens  Bahrain  Bangkok  Brisbane  Dhahran  Frankfurt  Hong  Kong  Honolulu  Jakarta  Karachi  Kuala  Lumpur 
vait  London  Los  Angeles  Manila  Melbourne  Peking  Port  Moresby  Rome  San  Francisco  Shanghai  Singapore  Sydney  Taipei  Tokyo 


_ 
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Joint  venture  franchise 
in  a  "Philippine  House". 
To  display,  promote  and 
sell  Philippine  products 
retail  and  wholesale.        -2  ^'rawfiOUi 
PHILIPPINES  INTERNATIONAL 
helps  organize  the  reliable 
supply  of  the  widest  range 
of  products  from  the  Philippines' 
foremost  manufacturers. 


Joint  sales 
promotion  in  a 
Philippine  "Fiesta" 
in  various  stores. 
PHILIPPINES 
INTERNATIONAL 
provides  top  quality 
products  meeting 
international 
standards. 


R.S.V.P. 

PHILIPPINES  INTERNATIONAL 

Tordesillas  St.,  Salcedo  Village 
Makati,  Metro  Manila,  Philippines  3116 
P.O.  Box  1056  MCC;  Cable:  PI  MANILA 
Telex:  ITT  742-45286,  Eastern  63745  PI  PN 


ler  services.  Since  January,  prices  in- 
ased  by  a  minimal  6.72  per  cent. 

)VERNMENT  EXPENDITURES 
The  government's  cash  operations  deficit 
1981  amounted  to  over  Pll.7  billion, 
lis  is  because  the  Government  has  stepped 
its  expenditures,  particularly  on  infra- 
jcture  projects,  in  a  bid  to  somehow  uplift 
■  depressed  condition  of  the  economy,''  ex- 
lined  Prime  Minister  Cesar  E.  A.  Virata. 
\s  early  as  November,  Government  defi- 
;  grew  to  P  10,924  million,  up  from 
321  million  for  the  same  period  in  1981. 
To  finance  the  country's  cash  deficit,  the 
wernment  resorted  to  massive  borrow- 
.  Loans  incurred  until  November  to- 
ed P  14,550  million,  of  which  P  8.389 
ion  was  derived  from  domestic  borrow- 
and  P  6.161  million  from  foreign  loans, 
he  bigger  loans  from  both  domestic  and 
eign  sources  indicated  the  Government's 
ire  to  prop  up  the  economy  by  spending 
pre  than  it  could  get  from  revenues. 
$The  Government's  total  amortization 
■ring  the  period  amounted  to  Pi, 691  mil- 
jjin;  net  borrowings  were  P  12,859  million. 

1MANCIAL  REFORMS  IN  THE 
fGHTIES 

iThe  financial  reforms  of  the  eighties  com- 
Ined  the  elements  of  evaluation  and  inno- 

[iition  and  addressed  both  the  suppliers  and 
.ers'  side  of  the  financial  system. 
Institutionally,  financial  intermediaries 

lie  being  made  more  flexible  by  reducing 
e  differentiation  among  the  various  cate- ' 
!)ries  and  broadening  their  powers.  For 
Sample,  certain  commercial  banks  may 
,dw  go  into  equity  financing.  Likewise, 

i  irift  banks  and  investment  houses  which 

;  eet  certain  qualifications  may  engage  in 
ommercial  banking  services. 

HE  FINANCIAL  SYSTEM: 
ROSPECTS  FOR  THE  EIGHTIES 

The  eighties  confront  the  economy  with 
ven  greater  tasks  of  sustaining  a  decent 
•vel  of  growth  while  adjusting  to  external 
isturbances  resulting  from  oil  price  increases 
rid  global  recession.  The  government  has 
cted  decisively  by  giving  high  priority  to 
nergy  and  industrial  development  plus  the 
oard  of  Investment  priorities  programs  for 
xport  and  agro-industry  development. 

These  development  projects  require  that  a 
reater  portion  of  needed  domestic  investment 
>e  financed  by  domestic  resources  with 
ong-term  funds.  The  banking  framework 
vas  revised  to  increase  the  flow  of  savings 
ind  the  proportion  of  long-term  lending, 
'arallel  fiscal  and  monetary  policy  modifi- 


cations encouraged  institutions  to  move 
towards  this  direction.  Moreover,  fiscal  incen- 
tives such  as  a  progressively  declining  gross 
receipts  tax  as  loan  maturities  lengthen  and 
absolute  tax  exemption  for  loan  maturities 
beyond  seven  years  were  granted. 


FOREIGN  AND  DOMESTIC  TRADE: 
POLICIES,  PLANS  AND  PROGRAMS 

Foreign  trade  being  the  lifeblood  of  the 
economy,  the  major  thrust  of  the  govern- 
ment is  to  intensify  exports  in  order  to 
accelerate  foreign  exchange  earnings. 


The  Filipino  Labor  Force 

One  of  the 
world's  finest 
craftsmi 


m 

They  are  in  abundant  supply,    And  Olie  of  OUT  best 

highly  skilled  incentives  for  foreign  investors. 

and  quality-conscious.  Like  our  middle-managerial  personnel, 
technicians  and  engineers.  Competent ,  productive  ,  adept 
in  various  types  of  manufacturing  enterprises  and  available 
at  very  competitive  rates.  Labor  supply  —  just  one  in  our 
package  of  incentives  backed  by  a  government  committed  to 
protect  the  lifeblood  of  business 
—  your  profits.  Productivity, 
quality  and  profitability. 
Enough  reasons  for  you  to  invest 
in  any  of  our  growing  number 
of  Export  Processing  Zones. 


EXPORT 

PROCESSING 

ZONE 

AUTHORITY 


Write  us  for  more  information. 


4th  Floor  Legaspi  Towers  III 
Pres.  Roxas  Blvd.,  Metro  Manila,  Philippines 
P.  O.  Box  PA  32  Manila,  Philippines 
Cable  Address:  "BATAAN  ZONE"  Manila 


Metals,  Minerals,  Grains, 
Sugar,  Petrochemicals,Gold 


1221  Avenue  of  the  Americas 
New  York,  New  York  10020 
(212)  575-5900 

Cable:  PHIBRO  NEWYORK 
Telex:  23-3031 
42-0808 


Philipp  Brothers  Oceanic  Inc. 

Corinthian  Plaza,  4th  Floor 

121  Paseo  de  Roxas,  Corner  Gamboa  Street 

Legaspi  Village,  Makati,  Metro  Manila,  Philippines 


Phone 
Cable 
Telex 


866951/55,  866091/93,  893941 
PHIBROPHIL  MANILA 
72222214  or  76263572 


"We  speak  the  language 
of  money  international 


If  your  financial  requirements  take  you 
halfway  around  the  globe,  you  need  a 
good  speaker.  One  that  speaks  your 
language  And  that  of  the  international 

market.  ^ 


with  a  depth  of  resources,  massive  finan- 
cial strength,  and  an  extensive  network  of 
globe-wide  correspondent  banks. 


Along  with  helping  you  do  things  right  in 
the  multinational  market  places.  Land 
Land  Bank  is  quickly  earning  a  reputation   Bank  offers  its  various  international 
for  being  a  competent  speaker  Backed      banking  services  - 


•  export-Import  financing 

•  latter*  of  credit 

e  foreign  exchange 


•  foreign  remittances 

•  foreign  currency  deposits 

•  travelers  cheques 


Bank  with  us. 

Our  international  Group  with  its 
multinational  capabilities  is  your  best 
<■..£. -v.,  bet  in  dealing  with  the  world 

Q^LAND  BANIC  OF  THE  PHILIPPINES 

The  Financial  Arm  of  Agrarian  Reform    A  Full  Service  Universal  Bank 

Manila  Office:  6th  Floor  B  F  Condominium  Aduana  St  .  Intramuros  Manila  Tels  48-47-51  TO  58 
Makati  Branch  319  Buendia  Ave  Ext  ,  Makati.  Metro  Manila  Tel  85-62-11 
.    Cable  Address  LANQBANK  •  Telex  RCA  2679  •  Eastern  4045 


PHIUPRNES 


EXFANSIQ 


A  trade  policy  that  is  "country  and 
product  lines  specific"  will  be  pursued, 
concentrating  on  countries  which  offer  t.| 
most  potential  for  Philippine  products. 

The  export  drive  will  be  strengthened 
further  boost  non-traditional  products 
which  have  been  growing  between  30  to  | 
per  cent  a  year. 

Despite  the  quotas  imposed  by  major  til 
ing  partners,  the  Philippine  garment  indu:| 
has  shown  dramatic  growth  with  total 
exports  reaching  over  $500  million  last  yi| 
To  improve  competitiveness  the  textile 
industry's  modernization  program  investtl 
$450  billion  to  boost  production  capacit>| 

INDUSTRY  AND  INVESTMENT 

The  Government  will  pursue  with  grea 

vigor  the  industrial  development  strategy| 

for  the  1980s. 

Its  seven  (7)  major  components  are: 

(1)  Accelerated  implementation  of  the  I 
Major  Industrial  Projects  to  serve  as  infrcl 
structure  necessary  for  balanced  industrial 
growth; 

(2)  Rationalization  and  restructuring  of\ 
the  14  Key  Industrial  Sectors; 

(3)  A  focused  and  organized  export  prc\ 
motion  program; 

(4)  Accelerated  dispersal  of  industries  a  \ 
the  promotion  of  employment-generating 
projects; 

(5)  Promotion  of  small  and  medium-scc\ 
industries; 

(6)  Encouragement  of  foreign  invest- 
ments; and 

(7)  Better  coordination  between  the 
government  and  the  private  sector  in 
planning  and  implementing  industrial 
policies  and  programs. 

THE  11  MAJOR  INDUSTRIAL  PROJECT  | 

A  dynamic  and  more  aggressive  policy 
being  adopted  in  the  implementation  of  th| 
eleven  major  industrial  projects  (11  MIP's) 
namely:  Copper  Smelter,  Phosphatic  Ferti.| 
izer,  Aluminum  Smelter,  Diesel  Engine  ant 
Manufacturing,  Cement  Industry  Rational  | 
zation,  Coconut  Industry  Rationalization, 
Integrated  Pulp  and  Paper,  Petrochemical 
Complex,  Heavy  Engineering  Industries, 
Steel  Mill,  and  the  Alcogas  Program. 

Originally,  these  projects  were  to  cost 
about  US  $6  billion,  but  the  amount  was 
trimmed  down  to  US  $4  billion.  The  proj- 
ects are  being  prioritized  since  they  cannot  | 
be  implemented  all  at  once.  Some  will  be 
100  per  cent  foreign-owned  while  others 
will  be  joint  ventures. 


Capability 
Inspires 
Confidence 


The  Construction  and  Development 
Corporation  of  the  Philippines 
works  in  productive  association  ^ 
with  affiliates  who  have 
built  reputations  for 
strength  and  achievement. 


CDCP  stands  alongside  these  international  achievers: 

Ateliers  de  Constructions  Electriques 

Charleroi  (  ACEC  )  -  Constructions  Ferroviares  et 

Metalliques  -  Tractionel  Engineering 

International  -  Transsurb  Consult  (  Belgium  ) 

•  BBC  Brown  Boveri  (  Switzerland  )•  Coppe  Rust 
of  Belgium  (  Belgium  )•  Dragodos  y  Constructiones 
of  Spain  (  Spain  )•  Dravo  Corp.  of  USA  (  USA  ) 

•  Fletcher  and  Stewart,  Ltd.  (UK  )  •  Isuzu  Motors 
(  Japan  )  •  Kawasaki  Steel  Corp.  (  Japan  ) 

•  Marubeni  Corp.  (  Japan  )  •  Mitsubishi  Heavy 
Industries  (  Japan  )  •  Mitsui  (  Japan  )  •  Mohamed 
Binladen  Org.  (  S.A.  )  •  Stal-Astra  (  West  Germany  ) 

•  Tate  and  Lyle  Corp.  (  UK  )  •  Toyo  Construction 

Co.  Ltd.  (  Japan  )  •  Universal  Engineering  Corp.  (  USA 

CDCP  -  the  country's  prime  construction  and 
development  conglomerate  extends  its  capabilities 
worldwide.  Harnessing  its  resources,  experience, 
and  technology.  Applying  its  expertise  to  meet  the 
most  exacting  demands.  Affirming  its  ability  to 
deliver  again  and  again. 


Confidence  Through  Capability 


CONSTRUCTION  &  DEVELOPMENT  CORPORATION  OF  THE  PHILIPPINES 

Tierra  Factors  Building,  335  Buendia  Avenue  Extension,  Makati,  Metro  Manila,  Philippines 

MCC  P.O.  Box  1953,  Zip  Code  D-708  •  Cable  Address:  CDCP  Manila 
Telex:  Globe  Mackay  ITT  45538  CDCP  PM,  45510  CDCP  PM,  ETPI  64148  CDCP  PN; 
PHILCOM  22400  CDCP  PH  •  Telephones:  87-60-61  to  78 
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Already  in  various  stages  of  construction 
are  the  copper  smelter  plant  and  the  phos- 
phatic  fertilizer  project  in  Isabel,  Leyte,  the 
low-power  diesel  engine  manufacturing  pro- 
ject of  Philippine  Engine  Corporation,  the 
rationalization  of  cement  plants,  the  Alcogas 
program,  and  the  integrated  steel  mill 
project  of  the  National  Steel  Corporation. 

Over  an  18-year  period  starting  1982, 
these  projects  are  expected  to  earn  a  total 
net  foreign  exchange  of  US  $14.3  billion. 
Projections  place  the  total  gross  income  at 
US  $21.7  billion  by  1999.  The  deductions  of 
US  $7.1  billion  for  foreign  debt  servicing 
will  reduce  the  figure  to  a  still  formidable 
net  of  US  $14.5  billion. 

The  increase  of  net  foreign  exchange  earn- 
ings will  be  distributed  as  follows:  $34 
million  in  1982,  $447  million  in  1985,  $787 
million  in  1990,  and  $1.42  billion  in  1999. 

RATIONALIZATION  OF  INDUSTRY 

The  rationalization  and  restructuring  of 
existing  key  industry  sectors  is  aimed  at 


building  a  strong,  efficient  and  world- 
competitive  industrial  base. 

The  World  Bank  finds  that  industry  has 
suffered  due  to  an  over-protected  system. 
Tariff  reform  will  effect  a  gradual  and 
orderly  but  significant  reduction.  Also, 
the  list  of  over-crowded  industries,  one 
of  the  most  commonly  employed  protective 
devices,  is  being  reviewed.  As  of  this 
writing,  the  list  has  been  cut  down  to  five: 
non-integrated  paper  industry,  sewing 
machines,  leather  tanning,  light  bulbs, 
and  beer  brewing. 

The  Philippines  is  diversifying  its  export 
markets  through  the  Accredited  Trading 
Companies  all  over  the  world.  Administra- 
tive reforms  in  export  procedures,  financing 
and  increased  deductions  for  taxable 
income,  among  others,  will  stimulate 
growth  of  exports. 

DISPERSAL  OF  INDUSTRIES 

The  accelerated  dispersal  of  industries 
aims  to  bring  employment  and  income  op- 


to  marvelous  bargains. 


PICC,  marvels  come  in  many  forms.  There  is  the 
apacity  Plenary  Hall.  18  meeting  halls.  A  reception 
"  5,700  people.  Wireless  simultaneous  interpretation 


ere  is  to  marvel  at.  There  is  cosmopolitan 
argain-priced  entertainment,  shopping 
a  country  that  makes  you  feel  at 


portunities  to  the  Philippine  countrysic 
Under  this,  a  Nationwide  Industrial  Esl 
Program  was  launched.  So  far,  eight  pi 
jects  have  been  successful — three  expor 
processing  zones  in  Bataan,  Baguio  anc 
Mactan,  and  five  industrial  estates  else- 
where. Twenty-seven  more  industrial 
estates  and  twelve  EPZ's  are  planned  b] 
1985. 

PROMOTION  OF  SMALL  AND 
MEDIUM  SCALE  INDUSTRIES 

Recognizing  the  significant  contributi 
of  small  and  medium  industries  to  empl 
ment  generation,  industries  dispersal  an 
exports,  greater  impetus  in  their  promo 
is  being  undertaken  by  the  Governmenl 

The  Venture  Capital  Corporations 
(VCC's)  composed  of  domestic  banks,  \ 
provide  equity  capital.  Other  support 
mechanisms  are  technical  assistance  anc 
move  to  link  local  firms  with  each  othe: 
and  with  international  companies  to  suj 
intermediate  goods. 

About  93  per  cent  of  all  manufacture 
establishments  in  the  country  are  small 
medium-scale. 

The  main  emphasis  of  the  Kilusang  K 
buhayan  at  Kaunlaran  (KKK),  the  cente 
piece  of  the  New  Republic,  is  to  generat 
productive  small  and  medium-scale  ente 
prises  all  over  the  countryside. 


ENTRY  OF  FOREIGN  INVESTMENTS 
The  Government  will  continue  to  enc 
age  the  inflow  of  foreign  capital  to  the 
Philippines  especially  in  projects  that  an 
labor-intensive,  local  resource-based  anc 
export-oriented,  without  relaxing  existin 
regulations. 

For  the  first  half  of  1981  alone,  the  Bo 
of  Investments  (BOI)  approved  ? 2.996 
lion  in  equity  investments,  P857  million 
which  is  foreign. 

The  Philippine  investment  laws  have 
been  codified  into  an  Omnibus  Investme 
Code.  These  laws  are  the  Investment  Inc 
tive  Act,  the  Export  Incentive  Act,  the 
Foreign  Business  Regulations  Act  and  the 
Agricultural  Investments  Incentives  Act. 

BETTER  COORDINATION  BETWEEN 
GOVERNMENT  AND  PRIVATE  SECTC 
Stronger  cooperation  and  better  coord 
nation  between  the  government  and  the 
private  sector  in  the  planning  and  imple- 
mentation of  industrial  programs  is  bein£ 
enhanced  through  dialogues,  particularly 
the  25  Industry  Sectors  established  in  Jul; 
1981.  The  Government  has  committed  its 
to  provide  a  healthy  and  wholesome  bus 
ness  climate  supportive  of  the  private  sec 


Business  in  tne  rmuppines : 
Go  in  with  our  knowledge  on  your  side. 


Everybody  has  their  own  way  of  doing  business,  and  the  Philippines  is  no 
exception. 

As  an  international  bank  operating  in  the  Philippines  for  more  than 
a  century,  The  Hongkong  Bank  understands  the  subtle  differences, 
because  we  understand  both  your  approach  to  business  and  that 
of  the  Philippines. 

With  offices  throughout  Asia,  in  Europe,  the  Middle  East 
and  North  America  over  the  past  100  years,  we've 
developed  a  special  expertise  in  linking  the 
business  worlds  of  East  and  West. 


Today  our  900  offices 
in  53  countries 
SI   connected  by  satellite 
HIP   Speedlink  offer  the  full 
"   spectrum  of  banking  services 
including  commercial  and 
W  merchant  banking,  insurance, 
f   finance  and  investment 
management,  and  trustee  services. 

Our  Business  Profiles  on  Asian 
countries  are  just  one  example  of 
r  the  specialist  service  we  can  provide. 

For  our  Profile  on  the  Philippines, 
write  to  our  Manila  Office  at  6780 
Ayala  Avenue,  Makati,  Metro  Manila; 
or  contact  our  New  York  Office  at  5 
f  World  Trade  Center,  New  York,  NY  10048 
or  any  of  our  offices  in  Chicago,  Houston, 
Los  Angeles,  Portland,  San  Francisco,  Seattle, 
r   Vancouver  and  Washington  DC. 

Before  you  look  at  the  Philippines  again, 
see  how  many  doors  we  can  help  you  open. 


The  Hongkong  Bank 

The  Hongkong  and  Shanghai  Banking  Corporation 
Marine  Midland  Bank 
The  British  Bank  of  the  Middle  East 
Hang  Seng  Bank  Limited 
Wardley  Limited 
Antony  Gibbs  &  Sons  Limited 
Mercantile  Bank  Limited 
Hongkong  Bank  of  Canada 

Consolidated  Assets  at  31  December  1980  exceed  US$47  billion. 


A I  744  U.71. 


Export  Processing  Zones 

In  the  early  70's  the  Philippine  program 
to  expand  the  export  of  manufactured 
goods,  thereby  entering  the  mainstream  of 
international  trade,  primarily  shaped  the 
policy  to  establish  export  processing  zones 
in  several  parts  of  the  country.  Through  the 
application  of  modern  technology  and 
sophisticated  marketing  techniques,  the 
zones  were  seen  as  instruments  for  breaking 
into  the  competitive  world  market. 

There  are  at  present  three  operational 
Philippine  EPZ's:  One  at  the  Bataan  Penin- 
sula, across  the  bay  from  Manila;  another 
in  Baguio  City  to  the  north;  and  the  third 
in  Cebu  City  to  the  south.  Two  other  zones 
are  under  construction  (available  to  investors 
in  1982  and  1983);  others  planned  for  key 
areas  of  the  country. 

The  decision  of  the  Philippine  govern- 
ment to  substantially  expand  the  EPZ  pro- 
gram springs  from  the  initial  gains  achieved 
by  the  three  operational  zones: 

1.  1981— employment— 23,000,  not  count- 
ing the  thousands  of  self-employed  in 
surrounding  communities. 

2.  1981  exports — represented  19%  of  the 
country's  total  exports  of  nontradi- 
tional  manufactured  goods. 

3.  Representation  by  70  companies  with 
a  variety  of  manufactured  items 


exported  to  Europe,  U.S.A.,  Japan  and 
other  countries. 
4.  Among  the  well  known  multinationals 
in  the  zones  are  Ford,  Texas  Instru- 
ments, Fairchild,  Mitsumi  and  others. 
As  industrial  enclaves,  the  EPZ's  are  like- 
wise considered  a  major  component  of  the 
foreign  investments  policies  of  the  gov- 
ernment. One  positive  proof  of  this  com- 
mitment is  that  funds  have  already  been 
allocated  for  the  five-year  EPZ  develop- 
ment program. 

These  Philippine  zones  also  possess 
an  added  advantage:  skilled  manpower. 
A  human  resources  program  started  in  the 
1960s  contributed  to  the  growth  of  the 
manpower  program.  This  has  created  a  sur- 
plus, enabling  export  of  skilled  manpower 
particularly  in  the  Middle  East.  In  sum  the 
Philippines  possesses  a  highly  educated 
working  class  fluent  in  English  as  a  second 
language.  The  ratio  of  college  students  in 
the  Philippines  to  the  population  is  one  of 
the  highest  in  the  world,  second  only  to 
that  of  the  United  States.  Studies  also  show 
that  where  working  conditions  approximate 
that  of  Western  standards,  the  productivity 
of  Filipino  workers  is  equal  with  workers 
anywhere  in  the  world.  Testimonies  from 
foreign  investors  in  the  zones  attest  to  this. 

The  Philippine  EPZ  project  is  regulated 
by  the  Export  Processing  Zone  Authority, 


a  government  corporation  empowered! 
law  to  develop  and  manage  such  zones  | 
Its  charter  gives  it  the  necessary  finan- 
cial autonomy  and  administrative  flexi  I 
to  continuously  innovate  and  maximiz 
assistance  to  zone  enterprises.  Its  Boarcl 
Commissioners,  senior  officials  of  vital  I 
government  agencies,  enables  it  to  app  | 
ciate  situations  quickly  and  enunciate 
policies  that  are  at  the  outset  assured  o| 
full  government  support. 

Given  the  plus  factors  available  in 
Philippine  EPZ's,  there  was  optimism  til 
these  industrial  sites  would  become  ma  f 
destinations  for  investors  seeking  prockl 
tion  bases  closer  to  the  Asian  market  oil 
reprieve  from  high  operating  costs  at  hi  I 
Current  indications  tend  to  substantiate! 
positive  outlook,  and  with  a  more  aggrl 
sive  promotions  drive  in  the  financial  a  J 
business  capitals  of  the  world,  the  Phili  I 
pine  zones  would  fully  realize  their  goa 
playing  a  lead  role  in  the  country's  indu| 
trial  and  trade  growth. 


Written  by:  Mr.  Gerardo  Espina 

•  Deputy  Minister,  Trade  &  Industry 

•  State  Minister,  Labor  &  Employment 

•  Administrator,  EPZA 

•  Member  of  Parliament 


In  1935,  General  Mac  Arthur  asked  us  for  a 
suite  that  would  "approximate  the  elegance  and  comfort 
of  Malacanang  Palace." 

We  gave  him  rooms  #570,  #571,  #572,  and  #573. 


The  gracious  living  and 
Grand  Hotel  traditions  you 
thought  were  long  gone, 
have  never  leftTheManila 
Hotel. 

66  years  of  its  colorful 
history  have  been  recap- 
tured and  gracefully  blended 
with  timeless  traditions 
of  Philippine  graciousness 
and  all  the  conveniences 
of  modern  technology. 

A  magnificent, 
columned  marble-and- 
wood  lobby  and  a 
butler  on  every  floor 
just  like  the  Grand 
Hotels  of  1890.  A 
complete  sports/health 


complex,  Businessman's 
Center,  portable  telephones 
and  all  the  latest  comforts 
just  like  the  Grand  Hotels  of 
the  year  2000. 

For  $650  a  day 
you  can  even  get  the 
suite  (and  attention)  ^~7Z 
General  MacArthur  got  s — /tit 
back  in  1935. 


In  fact,  even  if  you're 
not  a  national  hero,  we'll 
always  treat  you  like  one. 

For  reservations,  please 
consult  your  travel  agent  or 
nearest  Philippine  Airlines 
sales  office. 


Philippines 

There  are  perhaps  a 
dozen  incredible  places  you 
must  see  in  the  Orient. 
One  of  them  is  a  hotel. 


THE  EDGE 
THAT  MATTER: 


A  VETERANS- RUN  CORPORATION, 
PIA  OPERATES  &  MANAGES  THE  3.000 
HECTARE  PHIVIDEC  INDUSTRIAL  ESTATE! 
IN  MISAMIS  ORIENTAL...  A  TESTIM0N>| 
TO  A  NOVEL  CONCEPT  OF  DEVELOPMENT 
....  A  CONTINUING  &  PROGRESSIVE 
PARTNERSHIP  OF  THE  GOVERNMENT. 
PRIVATE  ENTERPRISE  &  THE  C0MMUNIT| 


CONSIDER  LOCATING  AT  OUR  ESTATE 
JOIN  THE  GROWING  NUMBER  OF  IN- 
DUSTRIES &  (ENJOY  THE  STRATEGIC 
ADVANTAGE  OF  INVESTING  IN  THE 
SOUTHERN  PHILIPPINES.  (TAKE  ADVAN- 
TAGE OF  THE  PACKAGE  OF  INCENTIVES 
PIA  OFFERS  TO  ITS  INVESTORS 

REGISTER  WITH  PIA...  IT'S  THE 
EDGE  THAT  MATTERS  WHEN  YOU  WANT 
TO  LEAD  THE  WAY  TO  THE  WORLD 


PHIVIDEC  INDUSTRIAL  AUTHORITY 

MAIN  OFFICE: 

4TH  FLR.  DAO  I  CONDOMINIUM  SALCEDO  ST.. 
LEG  ASP  I  VILLAGE  MAKATI.  METRO  MANILA 
TEL.  NOS.  88-70-66.  85-39-21/23 
TELEX:  4389  PIA  •  PU 

INDUSTRIAL  ESTATE: 
,  STA.  CRUZ.  TAGOLOAN.  MISAMIS  ORIENTAL 
P.O.  BOX  217  CAGAYAN  DE  0R0  CITY 
TELEX:  7249  PIEMO  •  PU 

GMCR  48405  PIEMO  •  PM 


Here  are  the  lands  of  opportunity 


PHILIPPINES 

Z  Z    Business  confidence  is  rising  in 

response  to  the  government's 
program.  Several  major  companies 
are  investing  in  electronics  processing 
and  minerals  smelting.  Many  more 
firms  will  find  new  investment 
opportunities  as  the  government 
opens  a  broad  range  of 
manufacturing  activities  to  foreign 
investment. 


ASEAN 

/  Z    As  a  community  the  five 

ASEAN  nations  (Singapore, 
Malaysia,  Thailand,  the  Philippines 
and  Indonesia)  are  averaging  an 
annual  real  growth  rate  of  almost  8 
per  cent.  Total  US  exports  to  the  area 
in  1980  were  valued  at  approximately 
$8  billion,  an  average  of  26  per  cent 
over  1979.  Market  opportunities  for 
American  suppliers  will  continue  to 


expand. 

Quotes  from  Business  America  magazine  (July  1981)  published 
by  the  U.S.  Department  of  Commerce. 


Here  is  the  bank  of  opportunity 
PHILIPPINE  NATIONAL  BANK 

These  unequalled  investment  opportunities  can  only  be  maximized 
through  the  experienced  partnership  of  a  universal  bank,  expert  in 
the  business  practices  and  techniques  of  the  area. 

No  bank  knows  these  lands  of  opportunity  better  than  the 
Philippine  National  Bank.  The  ASEAN  nations  form  our  major 
area  of  operations,  and  the  Philippines  is  our  home. 


There  are  5 1  reasons  why  the 
Philippine  National  Bank  is  a 
universal  bank,  51  reasons  why  it  is 
the  logical  banking  choice  for 
trading  and  investing  in  these  'lands 
of  opportunity' . 

If  you  would  like  the  full  report  from 
the  U.S.  Department  of  Commerce 
magazine  simply  fill  in  the  coupon 
and  we  will  forward  you  a  copy, 
along  with  a  complimentary  book  on 
the  history  and  current  activities  of 
the  Philippine  National  Bank. 


r  i 

Write  to  us  at; 
I      P.O.  Box  1844 

I      Metro  Manila,  Philippines.  I 

Please  send  me  a  copy  of  the  report  along 
with  the  free  Philippine  National  Bank 
Book. 

Name:   

Address  


Company  

I  I 


It's  almost  a  cliche:  no  entrepreneurs  in  big 
companies.  But  some  big  companies  rec- 
ognize the  truth  of  it  and  are  reaching  out. 


Signs  of  life 


By  Kathleen  K.  Wiegner 

Either  it  is  a  healthy  indication 
of  humility  among  the  mighty 
or  a  sign  that  the  euphoria  sur- 
rounding venture  capital  is  about  to 
fade,  but  big,  cash-rich  companies  are 
once  again  investing  in  new  ventures. 

Last  year  more  than  two  dozen  cor- 
porations committed  around  $400 
million  for  venture  capital  invest- 
ments. That's  still  only  a  third  of  the 
$1.3  billion  added  to  the  venture  cap- 
ital pool  last  year.  But  the  wonder  is 
that  the  big  companies  are  trying  ven- 
ture capital  at  all.  Historically, 
they  have  played  the  game 
badly.  At  one  time,  in  the  early 
Seventies,  more  than  30  of  the 
U.S.'  100  largest  corporations 
had  some  kind  of  venture  pro- 
gram, usually  in-house  special 
projects  designed  to  grow  new 
businesses.  A  majority  sur- 
vived fewer  than  five  years, 
the  exceptions  that  proved  the 
rule  being  General  Electric,  In- 
noven  (a  joint  venture  of  Em- 
erson Electric  and  Monsanto), 
3M  and  Xerox.  They  under- 
stood that  new  ventures  wilt 
under  corporate  bureaucracy. 

Since  then,  the  best-known 
example  of  a  large  company's 
attempting  venture  capital 
and  failing,  has  been  Exxon.  Its 
Exxon  Enterprises,  a  venture 
subsidiary  that  bought  several 
entrepreneurial  companies, 
tried  to  meld  them  into  a 
group  and  smothered  them. 

What  is  different  this  time? 
The  corporations  are  either 
putting  money  into  separate 
venture  subsidiaries  or  simply 
investing  with  professionally 
managed  venture  capital  funds 
the  way  wealthy  families  have 


done  for  years.  In  1981,  of  $400  mil- 
lion invested,  $142  million  went  into 
private  venture  capital  partnerships. 
"By  going  through  existing  venture 
firms,  a  company  gets  expertise  and 
the  funded  company  still  benefits 
from  an  entrepreneurial  environ- 
ment," says  Norman  Fast,  managing 
director  of  Wellesley,  Mass.'  Venture 
Economics. 

The  big  company's  aim  is  as  much 
knowledge  as  return  on  investment, 
the  whole  exercise  amounting  to  a 
tacit  admission  that  new,  or  at  least 
different,  ideas  don't  often  emerge 


Harrison  Capital's  William  Cor  I 
Computer  ventures  for  Texaco. 


from  the  corporate  cocoon. 

To  invest  in  technology-related  busi 
ness,  Standard  Oil  (Ohio)  in  198(1 
brought  in  Gerald  Bay,  one  of  the  vem 
ture  people  who  started  Exxon  Enter 
prises,  to  set  up  Vista  Ventures.  Vists 
has  invested  about  $20  million,  pri- 
marily  in  computer  companies,  includ 
ing  Fortune  Systems.  Greyhound's 
computer  leasing  subsidiary  anc 
Thomson  CSF  are  also  backing  For- 
tune, which  makes  small  computers. 

Texaco's  two-year-old  subsidiary, 
Harrison  Capital  Inc.,  has  already 
made  24  investments  and  plans  ta 
spend  about  $100  million  over  the 
next  five  years.  About  50%  of  Harri- 
son's investments  are  in  computer 
companies,  including  Iomega,  a  disc- 
drive company,  and  Micro  Five,  whichl 
makes  microcomputer  systems. 
"Historically,  corporations  have  been 
in-and-outers,  but  this  is  a  long-term 
commitment  for  Texaco,"  says  Wil- 
liam Corl,  Harrison's  president. 

You  don't  have  to  be  an  oil  company; 
even  better-than-average  conglomer- 
ates see  the  need.  "Around  two  years 
ago  we  conducted  a  study  on  how  we 
could  get  exposed  to  new  technology 
and  new  products,"  says  Arthur  Baer, 
vice  president  of  corporate  develop- 
ment for  Northwest  Industries.  "Short 
of  significantly  restructuring  our  R&.D 
efforts,  venture  capital  seemed  the 
best  way  to  get  that  window." 

Northwest  became  a  limited 
partner  in  three  established 
venture  capital  firms.  Baer's 
group  talks  to  operating  people 
about  problems  and  opportu- 
nities in  the  manufacturing 
process.  Then  it  looks  for  solu- 
tions among  the  flood  of  pro- 
posals that  come  to  venture 
capital  firms.  "We're  still 
learning,"  says  Baer,  who  has 
committed  less  than  $5  mil- 
lion to  date. 

A  healthy  trend?  Of  course. 
Entrepreneurs  may  get  some 
no-strings  help  and  corporate 
management  may  get  a  renew- 
al of  vigor.  Listen  to  the  way 
Gerald  Bay  describes  Sohio's 
quest:  "As  we  broaden,  and  be- 
come a  different  company,  we 
must  be  sensitive  to  under- 
standing new  management 
styles.  The  venture  folk  have  a 
vitality  and  flexibility  that  So- 
hio  is  interested  in  learning 
more  about."  Proving  that  the 
easy  classifications  "big"  com- 
pany and  "small"  company 
may  be  artificial — the  real  dis- 
tinction being  between  the 
lively  and  the  dull,  the  quick 
and  the  dead.  ■ 
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or  instance,  hospitals  need  it 
the  nurse's  station. 

th  a  pass  of  the  hand,  nurses  now  turn  clerical  transaction 
;  ie  into  patient-care  time.  Traditionally  paperwork  chores  have 
Dt  nurses  away  from  their  patients.  But  that's  no  longer  the 
se.  The  NCR  Optical  Character  Recognition  (OCR)  wand 
ans  coded  data  so  patient  information  is  automatically 
nsmitted  to  various  hospital  departments. 

yR  automated  transaction  processing  makes  it 
ssible.  When  a  service  order  is  scanned,  all 
I  ecified  departments  —  such  as  Radiology,  Dietary, 
d  Pharmacy  —  are  electronically  notified.  NCR 
mputers  handle  the  digital  details  so  nurses  don't 
ve  to  become  computer  experts. 

at  means  more  medical  attention  for  the  patient.  Less 
.perwork  and  fewer  errors  for  the  hospital.  It  adds  up 
increased  productivity.  And  everybody  benefits. 

!  day  electronic  transaction  processing  systems  are 
aking  the  job  easier  for  the  people  who  enter  data  for 
3  people  who  need  to  know  now.  It's  not  only  happening 
xldwide  in  the  healthcare  area  but  also  in  other  areas  of 
isiness.  And  behind  these  systems 
e  1 6,000  trained  field  engineers 
insure  trouble-free  operation. 

)r  first-hand  information  about  NCR 
itomated  transaction  processing,    98  Years  Experience 
ill  your  local  NCR  representative,     in  Business  Systems 


NC 


omputer  p 


m 


Your  business  will  benefit 
with  NCR  Computer  Power 
in  your  hands,  too. 


Retail/Commerce/Finance 
Healthcare/Education 
Industry/Government 


Profiles 


Developer  Trammell  Crow  is  building  at  a 
sizzling  pace  in  the  recession.  Is  that  wise? 


Meet 
the  family 


By  Anne  Bagamery 


Developer  Trammell  Crow  in  his  World  Trade  Center  in  Dallas 

"Don't  make  me  look  like  a  phoenix  rising  out  of  the  goddamn  ashes.' 


It  looks  at  first  glance  as  though 
Dallas'  Trammell  Crow  is  heading 
straight  for  trouble  again.  Ignoring  the 
recession,  his  $2.7  billion  (gross  as- 
sets) Trammell  Crow  Co.  started  over 
$1  billion  in  new  construction  last 
year  and  plans  another  $  1  billion  or  so 
in  1982.  That's  more  than  any  other 
U.S.  developer.  Another  Crow  com- 
pany, the  Dallas  Market  Center  (gross 
assets,  over  $500  million),  added 
900,000  square  feet  of  wholesale  dis- 
play space  to  its  existing  7.2  million 
to  become  the  world's  largest  market 
center.  Subsidiaries  of  the  Market 
Center  also  broke  ground  for  a  542- 
room  luxury  hotel  and  a  25-acre  film 
and  video  complex.  That's  another 
$130  million  in  construction,  with 
over  $2  billion  more  on  the  drawing 
board  for  the  next  three  years. 

Trammell  Crow,  of  course,  is  the 
same  developer  who  made  a  big  splash 
in  Dallas  in  the  1960s,  built  Atlanta's 
Peachtree  Center  and  the  Embarca- 
dero  Center  in  San  Francisco,  and 
then  just  about  went  bust  in  the  1975 
recession.  Revenues  from  his  market 
center  plus  the  cooperation  of  his 
partners  and  lenders  helped  him  sur- 
vive that  time. 

But  this  recession  is  meaner — mon- 
ey is  more  expensive;  an  office  glut 
looms  even  in  Dallas.  What  does 
Crow  think  he's  doing?  The  answer 
is,  returning  to  first  principles.  For  the 
past  seven  years  Crow  has  pretty 
much  stayed  away  from  glamorous 
downtown  office  buildings  and  stuck 
to  the  dull  stuff  that  made  him  his 
first  million:  warehouses,  shopping 
centers  and  mid-rise  suburban  office 
buildings.  The  bulk  of  the  Crow  Co.'s 
$1  billion  in  1981  new  construction 
sits  in  such  projects,  spread  across  the 
29  states  in  which  Crow  has  a  modest 
presence. 

Crow  learned  in  1975  that  the  trade 
mart  business  was  more  or  less  reces- 
sion-proof. Why?  Because  manufac- 
turers need  their  display  space  in  bad 
times  to  continue  showing  to  the 
trade.  For  the  developer  like  Crow, 
marts  are  appealing  because  they  cost 
about  half  as  much  as  office  buildings, 
contain  25  times  as  much  space  and 
rent  for  50%  less  than  office  build- 
ings. That's  why  Crow  is  expanding 
the  135-acre  Dallas  Market  Center 
and  its  support  network  of  hotels  and 
restaurants. 

But  in  other  ways  the  68-year-old 
Crow  has  changed.  In  1974  his  unde- 
veloped land  accounted  for  20%  of  his 
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J  company's  gross  assets,  and  carrying 
a;:osts  took  up  150%  of  cash  flow.  By 
L*  1981  he  whittled  those  figures  down 

|  o  14%  of  gross  assets  and  10%  of 

:ash  flow. 

••'  In  1974  the  Trammell  Crow  Co. 
f  jilone  owed  $600  million,  two-thirds 
')f  that  to  Dallas  banks  and  most  of  it 
personally  guaranteed  by  Crow.  To- 
iay  unsecured  loans  account  for  less 
han  5%  of  the  company's  $1.6  billion 
debt,  and  the  company  owes  the 
:>anks  less  than  $50  million.  The  rest 

■  bf  that  debt  is  owed  to  insurance  com- 

;  panies  like  Equitable  and  Metropoli- 

i  tan,  which  have  held  rates  below  15% 

v  in  return  for  equity.  Today  outsiders 
bold  44%  of  the  company. 
Giving  up  part  of  the  reins  hasn't 

■t |:  been  easy.  "Oh,  I  bite  my  tongue  a 
lot,"  he  says,  eyes  crinkling  in  one  of 
his  trademark  grins.  "But  I've  learned 

'  the  hard  way  that  you  can't  do  every- 
thing yourself  and  get  it  done  right. 
And  now  I  hold  the  world's  indoor 
i record  for  delegation  of  authority." 

Hi  Some  of  those  he  is  delegating  to  are 
also  named  Crow.  His  son  Trammell 
Jr.,  30,  is  president  of  the  market  cen- 
ter, and  only  daughter  Lucy  Billings- 
ley,  28,  is  chief  operating  officer.  Two 
older  sons — Harlan,  32,  and  Robert, 
38 — are  partners  in  2  of  the  Trammell 
Crow  Co.'s  40  divisions.  A  fourth  son, 
Howard,  36,  runs  several  shops  in 
Crow  hotels.  This  Crow  generation 
ranges  from  quiet,  blond  Harlan  to 

I  red-headed,  voluble  Lucy,  but  they 
share  an  avidity  for  their  work  and  a 
certain  prudence  about  the  risks  of 

i  development.  As  Billingsley  puts  it: 
"Dad  has  always  been  burdened  with 
children  who  were  more  conservative 
than  he." 

And  lately  considerably  richer. 
Crow  family  net  worth  is  well  over 
$500  million  now.  That's  quite  a  bun- 
dle put  together  by  a  fellow  who  stud- 
ied accounting  in  night  classes  at 
Southern  Methodist  University  dur- 
ing the  late  1930s  while  working  as  a 
bank  teller  during  the  day.  Crow  got 
his  start  in  real  estate  while  working 
for  his  father-in-law's  grain  company 
after  World  War  II.  He  remodeled  one 
of  the  grain  warehouses,  leased  space 

|  in  it  to  a  carpet  manufacturer  and 
discovered  in  one  move  how  profit- 
able warehouses  can  be  and  how  im- 
portant to  the  business  is  the  art  of 
leasing. 

Energetic  and  high-strung,  Crow 
doesn't  expound  much,  but  when  he 
does  it's  apt  to  be  a  truth  about  leas- 
ing: "A  leasing  agent  is  right  across 
the  table  from  his  market,"  he  will 
say  while  walking  around  the  World 
Trade  Center  in  Dallas.  "So  he  has  his 
finger  directly  on  demand.  If  you  lis- 


ten to  the  market,  you'll  never  get 
ahead  of  it." 

Clearly,  Crow  means  more  than  the 
act  of  two  parties  signing  on  the  dot- 
ted line.  A  Crow  leasing  agent  must 
be  versed  in  marketing,  sales,  design 
and  construction  as  well.  His  primary 
function,  says  the  master,  is  to  solicit 
what  customers  want  in  commercial 
buildings  and  pass  that  information 
along  to  the  home  office. 

For  all  the  flamboyance  of  his  repu- 
tation, Crow's  operating  style  shows 
him  to  be  a  pretty  conservative  busi- 
nessman. He  has  yet  to  cancel  a  major 
project  he's  announced.  Crow  is  not 
averse  to  building  on  speculation,  but 
when  it  comes  to  high-rise  office 
buildings,  he  likes  no  less  than  "30% 
committed  leases  upfront."  His  34- 
story  San  Jacinto  Tower  in  downtown 
Dallas  is  already  65%  leased  six 


The  new  Crow  generation:  Harlan,  Lucy 
Billingsley  and  Trammell  Jr. 
"My  father  didn't  work  all  his  life  to 
build  this  thing  and  let  it  go." 


months  before  completion. 

He  spends  years  in  a  city  building 
warehouses  before  venturing  into  of- 
fice buildings  or  other  major  projects. 
Thus,  after  the  better  part  of  a  decade 
operating  there,  Crow  is  now  building 
modest  office  structures  in  San  Diego, 
Charlotte  and  Portland.  Crow  main- 
tains in-house  construction,  engineer- 
ing and  design  crews.  That  costs  more 
than  subcontracting  all  the  work,  but 
Crow's  two  companies  keep  the 
crews  busy  and  give  him  a  speed  ad- 
vantage. "Cancel  a  project  or  hold  it 
up,  that's  a  hundred  tenants  lost," 
says  Crow.  "Times  are  never  good 
enough  to  risk  that." 

Nor  is  he  concerned  about  making 
an  architectural  statement  with  his 
buildings.  His  reason  is  partly  finan- 
cial: Crow  believes  a  name  architect 
costs  too  much  and  delays  construc- 
tion by  fussing  temperamentally  with 
the  plans.  But  mostly  it's  a  belief  that 
money  should  be  .spent  where  tenants 
and  customers  notice  it:  bathrooms, 
lobbies,  elevators.  Crow  has  been 
known  to  take  a  screwdriver  and  re- 
move faucet  handles  from  the  Trade 


Center  bathrooms  because  he  didn't 
like  their  look  or  feel — or,  more  im- 
portant, because  he  didn't  think  ten- 
ants would  like  them.  He  also  ordered 
that  the  granite  slabs  for  the  exterior 
of  the  Trade  Center  be  grooved  and 
pitted  so  that  rainwater  couldn't  flow 
directly  down  the  side  of  the  building 
onto  the  sidewalk,  swamping  pedes- 
trians— i.e.,  tenants  and  customers. 
When  the  granite  slabs  arrived,  Crow 
stood  on  a  flatbed  truck  surveying  the 
slabs  in  formation,  rejecting  those 
whose  grooves  were  too  straight  or 
that  weren't  pitted  enough. 

Finally,  the  story  even  Dallas  rivals 
tell  is  of  the  time  Crow  was  about  to 
lose  a  potential  long-term  tenant  in 
San  Jacinto  Tower  to  a  new  office 
building  being  put  up  by  a  Canadian 
developer.  The  other  building,  the 
tenant  explained,  was  several  blocks 
closer  to  the  company's  major  cus- 
tomers— an  important  advantage  in 
Dallas,  where  daytime  temperatures 
can  break  100  degrees  five  months  of 
the  year.  No  problem,  said  Crow:  If 
the  company  signed,  Crow  would 
throw  in  use  of  a  chauffeured  limou- 
sine 14  hours  a  day.  The  company 
signed. 

Is  it  any  wonder  Crow  has  come 
back  strong  from  the  brink  he  was 
teetering  on  seven  years  ago?  He  is 
uncomfortable  with  the  thought. 
"Whatever  you  do,"  he  tells  a  visitor, 
instinctively  sucking  in  his  stomach 
and  smiling  for  the  camera  in  the 
Trade  Center's  atrium,  "don't  make 
me  look  like  a  phoenix  rising  out  of 
the  goddamn  ashes.  I  haven't  done  it 
alone." 

Of  course,  a  man  doesn't  have  to 
do  it  alone  when  business  sense  runs 
in  the  family.  The  Infomart,  a 
500,000-square-foot  computer  trade 
mart  to  be  finished  next  summer,  is 
a  pet  project  of  Trammell  Jr.  It  got 
some  notoriety  last  fall  when  a  Bos- 
ton developer  announced  plans  to 
build  an  identical  mart  just  five 
miles  away,  prompting  some  to 
question  whether  Dallas  was  big 
enough  for  the  two.  So  far,  the  Crows 
are  winning:  The  Infomart  has  firm 
commitments  for  a  third  of  its  space, 
while  the  Boston-built  mart  boasts  a 
few  firm  customers  and  "a  lot  of  inter- 
est." "I  expect,"  says  Trammell  Jr., 
"that  you'll  see  that  mart  turned  into 
office  space  real  soon." 

Asked  if  a  non-Crow  would  ever 
run  the  companies,  Lucy  Billingsley 
puts  it  plain  as  the  Texas  landscape: 
"Not  in  my  lifetime  and  not  in  my 
children's.  Obviously,  my  father 
didn't  work  all  of  his  life — and  I'm  not 
going  to  work  all  of  my  life — to  build 
this  thing  and  let  it  go."  ■ 
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North  American  's  Joseph  Ruffolo 

Even  the  movers  and  shakers  are  staying  put. 


The  moving  business  was  great  in  the  Sev- 
enties, but  now  too  many  people  cant 
afford  to  leave  their  homes. 


No  moves 
is  bad  news 


By  Carol  E.  Curtis 


Joseph  Ruffolo,  executive  vice 
president  of  North  American 
Van  Lines,  used  to  look  forward 
to  his  yearly  chats  with  one  of  North 
American's  800  independent  moving 
agents,  a  bulky  fellow  named  Bucky. 
"Bucky  comes  into  my  office,  puts  his 
feet  on  my  desk/breaks  a  few  chairs — 
that's  normal,"  Ruffolo  says.  But  this 
year  was  different.  "Bucky  just  sat 
there  with  his  head  in  his  hands  and 
said,  'foe,  what's  happening  to  us?'  " 
Bucky  reported  receivables  of 
$700,000  and  bank  loans  of  $250,000. 
He  needed  $300,000  in  cash  to  pay  his 
bills.  He  was  already  paying  4%  above 
the  prime  rate  on  his  loan,  and  the 
cost  of  servicing  his  bank  debt — over 
$50,000  a  year — made  more  borrow- 


ing just  about  impossible. 

The  solution?  "He  just  said,  'The 
hell  with  it.'  "  Bucky  took  out  what 
was  left  of  his  capital  and  retired  to 
Florida. 

People  like  Bucky  are  the  moving 
business.  The  big  boys  like  Allied 
Van  Lines  and  PepsiCo's  North 
American  Van  Lines  simply  book 
the  orders,  while  independent 
agents  own  the  trucks  and  move 
the  goods.  It  is  the  agents  who  as- 
sume the  financial  risk. 

Typically,  they  are  highly  lever- 
aged— and  highly  vulnerable.  Operat- 
ing income  for  14  of  the  15  largest 
household-goods  movers,  for  exam- 
ple, was  down  69%  in  the  fourth  quar- 
ter of  1981,  but  the  agents  are  suffer- 
ing even  more.  "Cash  flow  is  down  to 
zilch,"  says  Ray  Atherton,  a  moving 


expert  at  the  Interstate  Commerci 
Commission.  "Unless  the  econom 
turns  soon,  we're  going  to  see  an  aw 
ful  lot  of  people  go  down  the  drain." 

Behind  the  decline  in  the  movinj 
business  is  the  dramatic  rise  in  hom< 
mortgage  rates.  During  the  1970s,  a: 
house  prices  rose  and  mortgage  loan: 
were  made  at  9%,  buyers  were  plenti 
ful,  and  sellers  were  easily  able  to  get 
equity  out  of  an  old  home  when  the) 
moved  to  a  new  one.  Now,  in  order  tc 
buy  a  new  house,  it  is  often  necessary 
to  step  up  from  that  9%  mortgage  to  s 
17%  one.  Homeowners  cannot  afforc 
it,  and  are  not  moving. 

Corporate  moves,  which  accounl 
for  at  least  60%  of  industry  revenues, 
are  also  becoming  prohibitively  ex- 
pensive. According  to  PHH  Group 
subsidiary  Homequity,  Inc.,  the  big- 
gest relocation  service,  it  costs  an  av- 
erage of  $40,000  to  move  a  family  ol 
four  1,000  miles  today.  That  is  twice 
the  1980  figure  and  quadruple  the 
price  five  years  ago.  What's  more, 
there  is  often  a  need  to  offset  real 
estate  losses  suffered  in  today's  de- 
clining market.  All  the  old  sell-now- 
and-take-a-profit  incentives  are  gone. 
The  bottom  line:  Even  the  movers  and 
shakers  are  staying  put. 

As  if  this  were  not  bad  enough,  the 
moving  industry  is  also  adjusting  to 
deregulation.  Under  the  Motor  Carri- 
er Act  of  1980,  household-goods  mov- 
ers can  now  raise  or  lower  rates  up  to 
10%  without  ICC  approval.  That 
helps  some  agents  while  it  hurts  oth- 
ers, but  movers — unlike  many  busi- 
nessmen— can't  stimulate  overall  de- 
mand by  lowering  their  prices.  And 
while  movers  raised  rates  during  the 
peak  moving  period  last  year,  that  was 
often  not  enough  to  offset  the  decline 
in  demand  and  inflation-induced  cost 
increases. 

So  far,  there  have  been  no  failures 
among  the  big  household-goods  carri- 
ers, but  scores  of  moving  agents  have 
gone  out  of  business.  The  ICC's  Ath- 
erton believes  that  if  demand  doesn't 
pick  up  soon,  there  will  be  some 
Chapter  11  filings  in  the  industry. 
Charles  Irions,  president  of  the 
American  Movers  Conference,  a  trade 
association,  says  that  of  the  13,000 
independent  agents  in  the  U.S.,  25% 
are  in  serious  trouble  now. 

Since  half  of  the  moving  industry's 
volume  comes  in  the  summer,  the 
next  months  will  be  crucial.  So  far 
there  is  little  reason  for  optimism:  Of 
the  companies  that  have  reported 
first-quarter  earnings,  there  are  no  in- 
creases. Says  Irions,  "We  cannot  see 
signs  of  an  upturn.  But  summer  is  less 
than  a  month  away,  and  we  are  pray- 
ing hard."  ■ 
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"5-across  seat  spacing 
is  great'.' 


Tm  very  impressed., 
clean,  quiet,  roomy.' 


"Just  what  we  need 
to  quiet  things  down 
around  Love  Field!' 


"By  far  the  quietest 
'  and  most  comfortable 


"Engines  seem  only 
'  to  whisper." 


Fan  mail 
to  the  new  Super  80. 


The  world's  first  New  Generation  Jet  is 
earning  a  warm  welcome  wherever  it  flies. The 
quotes  above  are  written  reactions  from  first- 
time  flyers  on  the  new  Super  80. 

Their  enthusiasm  is  not  surprising  -to  us 
or  to  airlines  on  four  continents  flying  the 
Super  80.  After  all,  this  jetliner  has  seats  as 
wide  as  those  on  jumbo  jets.  And  four  out  of  five 
seats  are  beside  a  window  or  on  the  aisle.  The 
cabin's  extra  length  and  concealed  overhead 


storage  racks  add  to  the  aura  of  spacious 
comfort. 

Inside  the  cabin,  engine  sound  is  just  a  soft 
hum.  Outside,  the  Super  80  is  only  half  as  loud 
during  take-off  and  landing  as  comparably- 
sized  jetliners.  It's  the  quietest,  most  fuel- 
efficient  twinjet  in  service  today. 

Come  aboard  a  new  Super  80  the  first  chance 
you  get.  And  discover  a  plane  ride  worth  writing 
home  about. 


Super  80 


/ 


Numbers  Game 


When  Philips  Lamp  makes  a  major  change 
in  its  accounting  methods,  top  accoun- 
tants everywhere  take  notice. 


Philips  lights 
the  way 


portion  of  equity  in  the  home  eventi 
ally  would  erode  to  nothing. 

In  inflationary  times,  Philips  be 
lieves  classic  replacement  cost  ac 
counting  overcorrects  for  histories 
accounting,  because  the  income  state 
ment  gets  hit  twice — by  unduly  hig 
depreciation  and  by  high  interest  ex 
pense.  If  you  also  pay  out  dividends  oi  . 
what  is  considered  profit  under  his 
toncal  cost,  you're  actually  erodin 
your  equity  under  the  current  methoi 


it  an 


By  John  A.  Byrne 


Suppose  you  bought  a  home  for 
$100,000  five  years  ago  and 
took  out  a  $60,000  mortgage. 
You  sell  that  same  house  today  for 
$150,000,  five  inflationary  years  later. 
You  just  made  $50,000  gross,  right? 
Well,  not  necessarily.  You 
could  say  that  40%  of  that 
$50,000  "gain,"  or  $20,000, 
is  merely  the  maintenance  of 
purchasing  power  on  your 
original  $40,000  down  pay- 
ment. Or,  $60,000  today 
buys  what  $40,000  would 
have  bought  yesterday.  So 
your  only  gain,  if  any,  was  on 
that  portion  of  the  sale  price 
of  your  home  financed  by  the 
bank,  or  $30,000.  Less  inter- 
est charges,  of  course. 

That  position,  taken  by 
$16.7  billion  (sales)  Philips 
Lamp  of  Holland,  is  what  is 
billed  as  "an  important" 
change  in  the  company's  fi- 
nancial reporting  policy. 

When  Philips  Lamp 
changes  its  financial  report- 
ing, top  accountants  all  over 
the  world  sit  up  and  take  notice.  The 
giant  electrical  concern  has  long  been 
a  respected  innovator  in  international 
accounting  and  financial  reporting. 
As  far  back  as  1948,  for  example,  Phil- 
ips began  using  replacement  cost  ac- 
counting to  estimate  the  cost  of  re- 
placing existing  assets,  even  though  it 
significantly  depressed  reported  net 
income.  That  was  nearly  30  years  be- 
fore the  Financial  Accounting  Stan- 
dards Board  here  started  twisting  ac- 
countants' arms  to  provide  the  same 
information  in  U.S.  annual  reports. 


Says  Dr.  Adolf  Enthoven,  director  of 
the  Center  for  International  Account- 
ing Development  in  Dallas,  "More 
than  any  other  company  in  the  world, 
Philips  has  spearheaded  and  carried 
current  cost  accounting  to  its  greatest 
potential." 
Now,  in  a  major  refinement  of  the 


current  cost  accounting  principle, 
Philips  is  focusing  on  the  financial 
structure  of  its  operations.  Current 
cost  accounting  in  its  present  form, 
even  as  practiced  by  Philips,  only  ap- 
plies to  physical  property,  plant, 
equipment  and  inventories. 

What  Philips  is  saying,  in  effect,  is 
that  60%  of  its  house  is  financed  with 
debt,  a  mortgage.  It  would  prefer  to 
view  40%  of  the  cost  of  replacing  that 
home  as  maintenance  of  purchasing 
power.  If  Philips  began  treating  this 
part  of  the  "gain"  as  income,  its  pro- 


of replacement  cost. 

Here's  how  Philips  thinks  replace 
ment  cost  accounting  ought  to  work  . 
Take  a  $1,000  machine  that  woulc 
cost  $1,500  to  replace.  You  revalui 
that  asset  upwards  by  $500.  Now  sup 
pose  you  borrowed  60%  of  the  pur 
chase  price.  Only  that  $300  of  th« 
revaluation  should  be  viewed  as  dis 
tnbutable  income.  To  dip  into  tin 
other  $200  would  erode  group  equity 
You'd  have  to  borrow  more  and  more 
until  everything  you  have  would  be 
owned  by  your  bank 

So  you  put  that  $200,  the  40%  oi 
the  machine's  additional  value  fi- 
nanced by  equity,  into  a  reserve  ac 
count  to  maintain  equity  level  anc 
purchasing  power.  You  then  move  the 
$300  to  a  deferred  income  account 
and  release  it  gradually,  over 
the  asset's  life,  in  the  income 
statement. 

What's  the  effect  on  the 
bottom  line?  This  gearing 
adjustment,  as  Philips  dubs 
it,  increases  earnings  over 
present  current  cost  account 
ing  levels,  but  not  up  to  his- 
torical cost  accounting  lev- 
els. That's  because  the  com- 
pany is  releasing  only  part  of 
its  gain  in  the  revalued  assets 
to  the  income  statement. 

The  idea  is  not  new.  The 
British  introduced  a  similar 
gearing  adjustment  in  1980 
Philips  has  made  the  move  as 
an  endorsement  of  a  pro 
posed  new  international  ac 
counting  standard.  But  un 
like  U.K.  companies,  which 
treat  the  information  in  foot- 
notes or  as  supplementary  material, 
Philips  puts  the  adjustment  in  its 
main  accounts  and  devotes  nearly 
three  full  pages  in  its  latest  annual 
report  to  explaining  the  changes.  The 
adjustment  increased  Philips'  1980 
net  by  about  $6.7  million  to  roughly 
$136  million  and  increased  1981  net 
by  $7.1  million  to  about  $141  million. 

Watch  how  the  change  compares 
with  historical  cost  accounting  and 
the  current  cost  accounting  now  in 
use.  Suppose  Company  ABC,  using 
historical  cost  accounting,  reports  a 
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et  income  of  $110  after  depreciating 
new  $1,000  machine  by  $200.  If 
lBC  used  current  cost  accounting,  it 
*  /ould  have  reported  a  net  of  only 
100  because  the  machine  was  reval- 
'  led  at  the  cost  of  replacing  it — 
ricj.  1,100,  rather  than  its  historical  val- 
1  le  at  time  of  purchase.  That  revalu- 
s«  ition  led  to  a  higher  depreciation 
si  harge  against  profit.  ABC's  income 
j't  tatement  doesn't  benefit  from  the 
l)o|;urrent  value  of  the  machine  be- 
cause this  "gain"  doesn't  flow  to  the 
'iiforofit-and-loss  account.  It  goes  to  eq- 
)fl  liity.  So  not  only  are  ABC's  profits 
uljiower,  but  its  return  on  equity  drops 
itjuecause  the  lower  profits  are  spread 

'   

I- 


out  over  greater  equity. 

When  ABC  uses  a  gearing  adjust- 
ment, however,  it  releases  part  of  this 
"gain"  to  the  income  statement.  Half 
of  the  $100  "gain"  goes  to  Uncle  Sam. 
That  leaves  $50.  Of  that,  $25  is  set 
aside  to  maintain  equity  because  half 
of  the  machine  was  financed  by  debt. 
The  remaining  $25  will  subsequently 
go  into  the  income  statement.  ABC 
this  year  transfers  only  $5  to  income, 
representing  a  fifth  of  the  five-year  life 
and  $25  extra  value  assigned  the  asset. 
ABC  then  reports  a  net  of  $105,  $5 
more  than  current  cost  accounting 
without  the  adjustment  and  $5  less 
than  historical  cost  accounting.  This 


Taxing  Matters 


TNow  it's  only  a  question  of  which  chain 
should  1  sell  out  to?"  says  small-town  news- 
paperman Terry  McCollough. 


"Get  bigger 
or  get  out" 


By  Christine  Miles 


Estate  taxes  are  killing  off  the 
nation's    small  independent 
newspapers,  and  their  owners 
are  hard  pressed  for  a  solution. 

Take  publisher  V.M.  Vance,  for  ex- 
ample. He  owned  an  award-winning 
little  newspaper  in  Worthington, 
Minn,  that  boasted  a  circulation  near- 
ly double  the  population  of  the  town. 
!  Vance  took  special  pride  in  the  paper's 
full-time  cartoonist.  During  the  De- 
pression, he  competed  with  chain- 
owned  papers  and  won.  Now  the 
chains  come  trooping  in  willing  to 
pay  ridiculously  rich  offers  for  his  pa- 
per. People  said  that  he  would  have  to 
sell  just  to  keep  his  heirs  from  being 
crushed  under  estate  taxes,  which  are 
based  on  market  value.  At  81,  it  was  a 
shock  for  Vance  to  learn  that  they 
were  right. 

Wi  th  only  600  of  the  1 , 730  dailies  in 
the  country  still  independently 
owned,  the  better  ones  are  command- 
ing sky-high  prices  of  up  to  60  times 


earnings.  That's  great  for  newspaper 
owners  who  want  to  sell.  But  it's  bru- 
tal for  those  who  don't,  because  estate 
taxes  are  figured  on  those  hugely  in- 
flated price  tags.  Keeping  the  paper  in 
the  family  often  means  paying  estate 
taxes  so  enormous  they  can't  possibly 
be  covered  by  insurance  and  profits. 
Says  Terry  McCollough,  general  man- 
ager and  an  owner  of  the  Brainerd, 
Minn.  Daily  Dispatch:  "It's  no  longer  a 


is  complicated,  but  it  is  precise. 

What  does  the  FASB  think  of  Phil- 
ips' new  reporting  policy?  "We  don't 
dispute  that  under  certain  conditions 
it  may  be  useful,  but  there  are  just  too 
many  assumptions,"  says  Michael 
Fogg,  project-manager  with  the  FASB. 
"The  U.S.  position  is  that  these  gains 
are  too  subjective,  too  difficult  to 
measure." 

To  the  average  investor  all  this 
might  seem  like  the  deliberations  of 
medieval  philosophers.  But  one  im- 
portant reason  many  U.S.  corpora- 
tions are  woefully  undercapitalized 
today  is  they  didn't  give  sufficient 
thought  to  these  very  matters.  ■ 


question  of,  'Am  I  going  to  stay  in 
business  or  sell  out?'  Now  it's  only, 
'Which  chain  do  I  sell  to?'  " 

"You  have  to  get  bigger  or  get  out," 
says  Jim  Hurley,  the  soft-spoken  50- 
year-old  publisher  of  the  Salisbury 
Post  in  North  Carolina.  His  family 
stands  to  lose  part  of  the  paper  if  the 
estate  tax  on  his  father's  35%  hold- 
ings is  judged  on  today's  high  market 
value  of  $20  million. 

Joseph  lannucci,  tax  lawyer  with 
Jones,  Day,  Rcavis  &  Pogue  in  Wash- 
ington, explains  one  small  paper's 
quandary.  If  the  owners  do  $7  million 
worth  of  business  a  year,  they  may 
make  20%  pretax,  or  $700,000  after- 
tax. At  30  times  earnings,  a  purchase 
offer  of  $21  million  would  not  be  un- 
usual. With  the  maximum  estate  tax 
at  63%,  that  puts  the  tab  over  $13 
million.  (Although  the  Economic  Re- 
covery Tax  Act  will  lower  that  rate  to 
50%  by  1986,  heirs  would  still  owe 
$10.5  million.) 

The  family  docs  get  payment  of 
principal  on  the  tax  bill  deferred  for 
the  first  five  years  if  the  business 
stays  in  its  hands.  Then  it  has  another 
ten  years  to  pay  it  off.  But  interest 
alone  on  the  estate  would  be  $2.6  mil- 
lion at  the  current  20% .  How  do  you 
finance  that  out  of  $1.4  million  yearly 
gross  earnings?  It  would  take  literally 
every  penny  of  net  profit  for  18  years 
just  to  pay  off  the  taxes. 

Still,  many  independents,  including 
Hurley  and  McCollough,  object  to  the 
tax  bills  floating  around  Washington 
that  aim  to  ease  their  plight.  Why? 
Because  the  bills  single  out  newspa- 
pers for  tax  help  rather  than  coming  to 
the  aid  of  all  small  businessmen,  no- 
tably farmers  whose  land  values  (and 
hence  taxes)  arc  being  driven  up  by 
shopping  centers  and  condominiums. 

Representative  Morris  Udall 
(D-Ariz.),  for  example,  wants  to  intro- 


FORBES,  JUNE  7,  1982 


161 


duce  a  bill  that  would  allow  owners  of 
up  to  two  papers  to  prepay  estate 
taxes  through  the  use  of  a  national 
trust  fund  invested  in  government 
notes.  Payments  into  the  trust  would 
be  deducted  from  the  newspapers' 
taxable  income,  which  would  effec- 
tively reduce  their  taxes  and  up  re- 
tained earnings. 

That  would  help  many  indepen- 
dents survive,  but  many  independent 
owners  feel  that  it's  wrong  for  them  to 
get  special  help,  particularly  when 
they  arc  struggling  to  keep  their  im- 
age as  objective  reporters.  Naturally, 
the  Independent  Local  Newspaper  As- 
sociation supports  the  tax  moves  by 
Udall.  But  the  American  Newspaper 


Publishers  Association  and  the  Na- 
tional Newspaper  Association  have 
teamed  up  to  fight  for  a  different 
method  of  valuation,  one  based  on 
asset  value  and  net  earnings. 

Morns  Levin,  counsel  for  the  ILNA, 
calls  these  objections  a  red  herring. 
"They  can't  ignore  the  fact  that  they 
may  be  forced  out  of  business.  News- 
papers already  enjoy  special  bene- 
fits— like  the  tariff  on  imported  news- 
print. Their  stand  is  just  not  realistic 
in  this  day  and  age,"  he  contends. 

And  while  Udall  concedes  that 
valuation  is  the  heart  of  the  matter, 
he  says  the  Treasury  is  in  no  mood  to 
bargain  on  that  point. 

Is  there  any  compromise  solution? 


Says  Joseph  Iannucci,  "If  there  is  a] 
obvious  heir  apparent  and  you  plan  It 
years  in  advance,  there  are  ways  u 
pass  on  closely  held  investments.  Bu 
you  have  to  trust  your  heirs,  or  every 
body  sweats.  Very  few  people  tiki 
kindly  to  giving  away  their  property." 

It's  a  question  of  priorities.  V.M 
Vance  didn't  sell  out  to  the  chains 
Instead,  he  decided  to  sell  the  paper  a' 
a  tiny  fraction  of  its  market  value  tc 
his  son,  the  managing  editor  and  the 
business  editor.  Says  his  son,  Jim,  "He 
figured  if  he  left  a  modest  estate,  nq 
one  would  get  spoiled.  That  was  his 
legacy  to  the  community."  Jim  Vance 
plans  to  pass  the  Worthington  Daily, 
Globe  along  in  the  same  way.  ■ 


Everything  moves  in  lockstep  at  Ohio-based 
Revco  drugstores,  from  the  pharmacy  right 
down  to  the  shampoo  shelf. 

Knocking  off 
Head  &  Shoulders 


By  Eamonn  Fingleton 

Sidney  Dworkin,  chief  executive 
of  $1.3  billion  (sales)  Revco, 
leaves  nothing  to  chance.  Walk 
into  any  of  his  drugstores  and  look  at, 
say,  the  shampoo  shelf.  The  lineup 
will  always  be  the  standard  size  of 
Head  &  Shoulders  on  the  left,  the  same 
size  Revco  label  equivalent  in  the  cen- 
ter and  the  family  size  of  Head  &. 
Shoulders  on  the  right. 

"We  make  bigger  profits  on  our  own 
label  products  and  on  larger  sizes,  so 
we  stock  them  to  the  right  of  the  big 
national  sellers,"  says  Dworkin. 
"Most  people  are  right-handed,  so 
they  tend  to  reach  for  something  on 
the  right." 

Identifying  the  customer's  buying 
arm  and  betting  on  his  lazy  reach  is  no 
big  deal,  perhaps — the  principle  is  un- 
derstood by  many  retailers  these  days. 
But  few  were  on  to  it  as  early  or  pur- 
sue it  as  relentlessly  as  Revco  D.S. — 
on  shelf  after  shelf  in  every  one  of  its 
nearly  1,600  stores. 
Revco's  planning  is  done  with  mili- 


tary precision  at  its  unpretentious 
headquarters  in  Twinsburg,  near 
Cleveland,  Ohio.  There,  plans  of  each 
store  are  on  file,  and  merchandising 
specialists  dictate  the  offerings  on 
each  shelf  inch  by  inch.  Every  time 
Revco  figures  out  a  new  way  of  part- 
ing customers  from  their  money,  new 
computer-aided  designs  are  dis- 
patched almost  immediately  to  every 
store.  This  way  time  taken  up  by  mer- 
chandising decisions  at  the  local  level 
is  kept  to  a  minimum. 

It  all  adds  up  to  a  tightly  run  oper- 
ation. Revco  sports  one  of  the  highest 
net  margins  among  drugstore  chains. 
Its  3.4%  in  the  year  to  last  May  was 
beaten  only  by  Rite  Aid  (3.8%)  and 
Jack  Eckerd  (4.5%).  Yet,  surveys  show 
that  Revco's  prices  undercut  even  the 
aggressively  run  Rite  Aid  and  leave 
Eckerd  and  chains  like  Longs,  SupeRx, 
Thrifty  and  Walgreen  looking  like  cor- 
ner stores. 

Revco's  operation  looks  even  better 
when  you  realize  that  it  is  conserva- 
tive in  calculating  its  profits.  Its 
charges  under  last-in-first-out  inven- 


tory accounting  are  the  highest  per- 
centage in  the  business,  according  to  a 
survey  of  1980  figures  by  Goldman, 
Sachs,  reflecting  the  fact  that  its  cal- 
culations of  inventory  inflation  are 
consistently  on  the  high  side.  At 
Revco,  LIFO  charges  knocked  1.5%  of  I 
revenues  off  operating  profits — asf 
compared  with  1%  at  Eckerd  and  a 
mere  0.6%  at  Rite  Aid,  for  instance. 

This  self-denial  pays  off  in  the 
end — for  with  lower  declared  earn- 
ings, Revco's  tax  is  lower  and  there  is> 
more  cash  to  plow  back  into  opening; 
new  stores. 

This  helps  explain  why  Revco  has 
one  of  the  fastest  earnings  growth  rates 
in  the  industry.  At  21.9%  a  year,  its 
five-year  growth  figure  in  the  Forbes 
1982  Survey  of  American  Industry 
(Jan.  4)  ranks  third  after  Peoples  Drug 
(24.9%)  and  Rite  Aid  (23.5%),  both 
smaller  companies.  On  return  on  equi- 
ty, Revco,  with  the  help  of  less  debt 
than  most  of  its  competitors,  scored  a 
five-year  average  of  21.3%,  second 
only  to  Rite  Aid's  21.7% . 

According  to  Dworkin,  a  tennis- 
playing  accountant  who  wears  cordu- 
roy jackets  to  the  office,  Revco's  place- 
ment of  the  pharmacy  at  the  front  of 
the  store  is  a  key  factor  in  keeping 
down  labor  costs.  "The  pharmacies  are 
slightly  raised  so  the  pharmacists  have 
a  good  view  of  the  whole  store,  and  in 
most  cases  they  are  immediately  be- 
hind the  cash  registers,"  he  says.  "We 
don't  need  a  separate  cash  register  for 
the  pharmacy,  unlike  stores  where  the 
pharmacy  is  at  the  back.  And  we  don't 
have  a  sales  clerk  for  the  cosmetics 
department.  We  save  about  three  peo- 
ple per  store  that  way." 

But  the  real  secret  of  Revco's  profit- 
ability is  its  knack  of  persuading  cus- 
tomers to  buy  higher-margined  lines. 
It  has,  tor  instance,  raised  its  sales  of 
private  label  products  from  6%  of  the 
total  five  years  ago  to  8'/i%  Dworkin 
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Frank  B.  Hall,  the  inventive 
corporate  insurance  services  firm,  has  Drive. 
7500  talented  pros  in  322  global  locations  protect  companies  the 
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Rei'co  Chief  Executive  Sidney1  Dworkin 

"Most  people  are  right-handed,  so  they  tend  to  reach  for  something  on  the  right.' 


reckons  his  gross  margins  on  private 
labels  average  more  than  40% — the 
best  for  any  major  category  and  nearly 
twice  what  he  makes  on  national 
brands. 

The  shampoo  shelf  is  an  example  of 
just  how  successful  the  merchandis- 
ing effort  can  be — for  though  Head  & 
Shoulders,  a  Procter  &  Gamble  brand, 
is  the  biggest-selling  shampoo  in  the 
world,  Revco's  equivalent  outsells  the 
standard  Head  &.  Shoulders  size  two- 
to-one  because  of  price  and  position- 
ing. Revco  even  manages  to  sell 
slightly  more  of  the  family  size  of 
Head  &.  Shoulders  than  the  standard 
size.  Its  private  label  products  are  de- 
liberately designed  to  look  nearly 
identical  to  the  national  brand  and 
leave  nothing  to  the  imagination  with 
stickers  such  as:  "If  you  like  Head  & 
Shoulders,  try  ours." 

One  of  Revco's  most  successful 
marketing  ideas  has  been  its  10%  dis- 
count scheme  for  senior  citizens.  This 
applies  to  Revco  label  products  and  to 
prescriptions,  where  margins  run  a 
close  second  to  private  label.  So  even 
after  the  discount  there  is  plenty  of 
profit  for  Revco — but,  as  Dworkin 
points  out,  it  attracts  customers  who 
often  spend  money  in  other  parts  of  the 
store  and  builds  loyalty.  The  fact  that 
senior  citizens  are  highly  valued  drug- 
store customers  anyway — and  file 
about  three  times  as  many  prescrip- 


tions a  year  as  younger  people — is  not 
lost  on  Revco.  Already  more  than  2 
million  have  signed  up  for  the  scheme. 

Revco's  painting-by-numbers  ap- 
proach to  stocking  the  shelves  came 
spectacularly  into  its  own  recently 
when  headquarters  decided  to  revamp 
the  cosmetics  department.  Revco  had 
been  displaying  cosmetics  by  product 
types.  Now  it  displays  by  brand  name. 
The  reshuffle,  involving  about  44  feet 
of  display  per  store,  was  completed  in 
less  than  eight  weeks.  According  to 
Daniel  Horwitz,  merchandising  vice 
president,  the  change  was  needed  be- 
cause most  women  shop  by  brand  for 
cosmetics;  so  if,  for  instance,  Max 
Factor's  nail  varnish  is  displayed  next 
to  its  lipstick,  the  chances  of  an  im- 
pulse buy  are  much  improved. 

Almost  alone  in  the  business,  Rev- 
co's policy  is  "everyday  discount 
prices" — that  is,  it  cuts  prices  more  or 
less  uniformly.  There  are  no  loss  lead- 
ers or  special  discounts  at  different 
times  of  the  week.  That  helps  cut 
labor  costs  by  eliminating  frequent 
pricing  decisions  at  headquarters  and 
re-marking  at  shop-floor  level. 

"A  lot  of  other  retailers  find  that 
people  cherry-pick — they  come  in  just 
for  the  advertised  specials  and  block 
up  the  checkouts,"  says  Dworkin. 
"Our  concept  is  a  little  harder  to  sell, 
but  once  consumers  are  sold  on  it 
they  are  very  hard  to  shake." 


A  related  benefit,  of  course,  is  that 
Revco  can  cut  its  advertising  spend- 
ing as  well.  Its  budget  at  0.7%  of  sales 
in  1980  was  one  of  the  lowest  in  the 
business — and  compares  with,  for  in- 
stance, 2.6%  at  Thrifty  and  2.2%  at 
Eckerd.  The  difference  may  not  seem 
much  until  you  see  how  big  a  chunk  it 
takes  out  of  net  margins. 

All  that  is  enough  to  dazzle  Wall 
Street,  where  Revco  enjoys  a 
price/earnings  ratio  of  more  than  12 — 
a  near-supergrowth  rating  in  recent 
markets.  But  how  long  can  Revco 
keep  up  the  growth?  Like  the  rest  of 
the  industry,  it  has,  of  course,  enjoyed 
hothouse  conditions  in  the  last  de- 
cade, thanks  to  the  aging  of  the  popu- 
lation and  people's  growing  obsession 
with  health.  In  increasingly  crowded 
markets  like  the  South,  won't  the 
chains  end  up  locking  horns  with 
each  other?  And  won't  some  land- 
lords want  to  raise  rents  sharply  on 
the  more  successful  sites  once  leases 
are  up? 

Dworkin  is  unruffled.  He  points  out 
that  the  average  age  of  the  population 
is  scheduled  to  rise  by  five  years  to  35 
in  the  1980s.  He  has  set  a  goal  of  15%- 
a-year  earnings  growth  in  the  years 
ahead.  "We  are  still  only  in  28  states," 
he  says.  "That  leaves  22  to  go.  There 
are  enough  locations  in  the  areas  we 
are  already  in  to  satisfy  growth  for  the 
next  five  years."  ■ 
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International  Music  Corp.  !$  Tommy  Moore 

Hide  'mm,  chairman.  Some  top  corporate  names  compete  for  fat  purses. 


One  fast-growing,  lucrative  equine  sport  is  a  direct  descendant  of 
ranching  and  the  Old  West.  Rhinestone  cowboys  need  not  apply. 


Personal 
Affairs 


Cutting 
up 


By  Anne  Bagamery 

^jP  r's  ABOUT  AS  FAR  FROM  AsCOt  Or 

I  Auteuil  or  even  Churchill  Downs 
mm  as  you  can  get.  At  one  end  of  Ft. 

Worth's  Will  Rogers  Coliseum,  about 
30  horses  and  their  leather-chapped 
riders  mill  around,  the  riders  spitting 
tobacco  juice  and  adjusting  their  sum- 
mer Stetsons.  At  the  other  end,  two 
dozen  black-and-white  cattle  huddle 
against  the  boards,  pawing  and  low- 
ing. In  the  stands,  spectators  in  blue 
jeans  and  work  shirts  grab  a  last  beer 
and  head  for  their  seats. 


At  the  signal  a  lone  rider  leaves  the 
group  and  slowly  approaches  the  cat- 
tle. Moving  quietly  into  the  herd, 
with  minimal  signs  from  the  rider, 
the  horse  separates  one  cow  and 
coaxes  it  to  the  middle  of  the  arena. 
Then  the  game  begins:  The  cow  trots 
one  way,  then  another,  trying  to  get 
around  the  horse  and  back  into  the 
herd.  The  horse  matches  the  cow 
move  for  move,  sometimes  crouching 
down  to  cow- level  and  staring  it 
down.  The  crowd  is  hushed,  letting 
out  only  an  occasional  whoop  or 
cheer:  They  know  the  intense  concen- 


Edited  by  William  G.  Flanagan 

tration  required  of  horse  and  rider, 
who  have  2 Vi  minutes  to  keep  a  cow 
from  rejoining  the  herd.  They  know 
also  that  one  false  move  can  mean  the 
difference   between   first   and  last 
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^  WHEN  Postman 
Mackenzie  of 
Perthshire,  Scotland, 
makes  a  delivery 
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place,  between  $200,000  and  a  hearty 
handshake. 

This  is  cutting,  one  equine  sport 
that's  growing  at  a  fast  gait.  With  its 
fierce  competitiveness,  its  roots  in 
cowboy  tradition  and  its  potential  to 
pay  off  handsomely,  cutting  is  attract- 
ing some  big  names  in  business  as 
owners,  breeders  and  riders.  Aficiona- 
dos include  Dan  Lufkin,  cofounder  of 
investment  bankers  Donaldson,  Luf- 
kin &  fenrette;  Tommy  Moore,  chair- 
man of  International  Music  Corp.,  the 
world's  largest  maker  of  guitars;  Bill 
Heiligbrodt,  chairman  of  Texas  Com- 
merce Bank  in  Houston;  Jim  Milner, 
cofounder  of  Taco  Bell;  and  Stephen 
(Tio)  Kleberg,  proprietor  of  the  King 
Ranch  in  south  Texas. 

Though  cutting  as  a  sport  didn't 
catch  on  until  the  late  1960s,  cutting 
itself  dates  back  to  the  early  1800s. 
Ranchers  use  horses  to  cut,  or  sepa- 
rate, one  cow  from  the  herd  for  brand- 
ing, doctoring  and  taking  to  market. 
It's  no  easy  task — a  cow's  instinct  is 
to  stay  with  the  herd,  and  any  awk- 
ward movements  could  start  a  stam- 
pede. Skillful  cutting  horses,  there- 
fore, were  prized  possessions,  and 
cowboys  took  to  bragging  about  them. 
Bragging,  of  course,  led  to  betting  on 


The  recent  Super  Stakes  competition  in  Ft.  Worth 

The  object  is  to  cull  cows  from  the  herd  for  2Va  minutes. 


who  had  the  best  horse.  Over  the 
years,  a  handful  of  change  gave  way  to 
bigger  stakes,  and  thus  a  full-blown 
passion  was  born  and  has  taken  off. 

Last  year  the  National  Cutting 
Horse  Association  sanctioned  over 
750  events  in  38  states.  Since  cutting- 
horse  breeders,  like  those  boastful 
cowboys  before  them,  want  to  make 
things  even  more  exciting,  they  have 
been  sweetening  the  pot.  Last  year  the 
purse  for  their  premier  event  was 
$750,000,  and  first  prize  was 
$200,000.  Compare  that  with  Thor- 
oughbred racing,  where  the  purse  at 
this  year's  Kentucky  Derby  was 
$550,000. 

Like  just  about  any  pursuit  involv- 


ing horses,  in  this  case  specially 
trained  American  quarter  horses,  cut- 
ting attracts  its  share  of  celebrities 
and  high  rollers.  Robert  Redford  owns 
a  cutting  horse.  Country  singer  Lynn 
Anderson  has  ridden  in  ladies'  compe- 
titions. Famed  poker  player  Amarillo 
Slim  is  a  fixture  at  cuttings;  he  owns  a 
few  mares  and  sponsors  a  tournament 
that  bears  his  name. 

Unlike  other  things  horsey,  though, 
cutting  has  few  social  pretensions.  At 
the  NCHA  Super  Stakes  last  month  in 
Ft.  Worth,  there  were  no  lavish  parties 
after  each  day's  events.  The  crowd 
either  drifted  off  for  a  beer  at  one  of 
the  local  honky-tonks  or  home  for  a 
good  night's  sleep.  And  you  don't  see 


Financier  Dan  Lufkin 

A  single  cutting  horse  can  fetch  $6  million. 
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y  the  complete  investor 
owns  a  little  gold. 


I 


Maybe  your  investments  haven't  been  so  right  in 
recent  years.  Maybe  you  ought  to  do  some  rethinking. 

Maybe  you  had  too  much  committed  to  the  stock 
jjnarket  during  those  dips  of  recent  years,  or  maybe 
lou've  been  stung  in  bonds.  You  might  right  now  even 
pe  chasing  the  interest  rates:  Getting  your  yields  of  over 
|5%  but  also  living  in  an  over  50%  tax  bracket  and  an 
fever  10%  inflation.  Think  that  over,  too. 

The  complete  investor  never  gets  caught  with  too 
flnuch  riding  any  trend.  And  that's  why, with  a  load  of 
paper  instruments,  he  also  holds  a  little  gold.  Ten, 
[maybe  fifteen  percent,  but  nevertheless  some.  It  is  his, 
pr  her,  insurance. 

Historically,  the  gold  price  has  generally  moved  in  the 
opposite  way  from  paper  investments.  You  certainly 
fnust  realize  that  holding  some  gold  makes 
sense.  You  insure  your  life,  your  home, 
/our  car— why  not  your  invest 
Jments?  Once  you've  made  a 
commitment  to  gold,  you'll  find 
there's  one  coin  that  really 
stands  out:  The  Krugerrand. 

In  America,  Krugerrands 


outsell  all  other  gold  coins  by  a  margin  of  two  to  one. 
That's  all  other  coins  combined. 

No  other  gold  coin  combines  so  many  of  the  good 
investment  attributes  of  the  South  African  Krugerrand. 
The  Krugerrands  four  sizes  offer  exactly  one  ounce,  1/2 
ounce,  1/4  ounce,  and  1/10  ounce  of  pure  gold.  So  you 
can  easily  calculate  your  gold  holdings  simply  by 
checking  the  daily  world  gold-ounce  price. 

Designed  to  be  sold  in  volume  and  therefore  at  a  low 
premium  over  the  price  of  gold ,  you  buy  Krugerrands  at 
many  local  coin  dealers,  precious  metals  companies 
and  at  some  selected  banks. 

Welcome  to  the  world  of  smart  diversification. 

For  information  and  dealers  near  you  call  800- 
526-7843  Ext.  0220  (in  New  Jersey,  800-522-4503)  or 


send  coupon 


I  *  ~  1 


KRUGERRAND  INFORMATION  SERVICE 
PO  Box  5544  Chiton,  N  J  07015 


Please  send  Iree  brochure  and  a  lisl  ol  Krugerrand  dealers 
Name  


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


©  1981  Internationa!  Gold  Corporation  Ltd 


any  $700  Lucchcse  boots  or  rhine- 
stone-studdcd  shirts,  either.  Riders 
and  owners  wear  the  same  jeans,  cot- 
ton shirts  and  manure-flecked  boots 
that  a  ranch  hand  would.  The  only 
sign  of  flash  you're  likely  to  see  is  a 
massive  silver  belt  buckle  or  a  Rolex 
Oyster. 

The  down-to-earth  nature  of  cut- 
ting is  much  of  the  attraction  to 
someone  like  Lufkin,  who  divides 
most  of  his  time  these  days  between  a 
suite  in  New  York's  Carlyle  Hotel  and 
his  100,000-acre  ranch  in  Oregon. 
"When  I'm  in  the  city  I'm  doing  busi- 
ness 24  hours  a  day,"  he  says,  digging 
into  a  salad  before  the  finals  of  the 
Super  Stakes.  "But  when  I'm  at  a  cut- 


ting, I'm  with  people  from  all  walks  of 
life  who  share  my  love  of  these  horses 
and  this  sport.  It's  exhilarating." 

Do  you  have  to  be  an  investment 
whiz  like  Dan  Lufkin  or  a  self-made 
millionaire  like  Jim  Milner  to  get  a 
piece  of  the  cutting-horse  action? 
No— but  it  helps.  Cutting  is  still  rela- 
tively undiscovered,  which  is  good 
and  bad  news  for  the  small  investor: 
good  because  faddishness  hasn't 
pushed  horse  prices  out  of  sight,  as 
has  happened  with,  say,  Arabian 
horses  (Forbes,  Apr.  12);  bad,  because 
there  are  currently  so  few  opportuni- 
ties for  the  nonfanatic  to  participate. 

The  safest  and  smallest  bet  is  to  buy 
a  share  of  a  stallion  for  $10,000  and 
hope  that  his  get  pay  off.  But  that's 
not  much  fun:  You  might  as  well  put 
the  money  into  a  computer  company 
stock  and  pray  for  a  technological 
breakthrough.  Besides,  stallion  prices 
are  about  the  only  area  where  cutting 
horses  are  in  danger  of  being  oversold: 
A  male  descendant  of  Doc  Bar,  the 
granddaddy  of  all  cutting  horses,  re- 


tte '< 


itely 


cently  sold  for  $6  million,  and  ih\  : 
cutting-horse   crowd   thinks  price 
can't  go  much  higher. 

If  you  have  a  fair  amount  of  mon 
ey — say,  $50,000 — to  play  with,  i 
strong  stomach  for  risk  and  a  love  oj 
horses,  cutting  can  be  a  fun  game.  /Ik 
decent  colt  at  a  good  sale — like  tin  f1 
one  Dan  Lufkin  held  at  his  Oxbovi  (rings, 
Ranch  last  winter— will  cost  $  1 4,000  wanted 
A  superior  colt  will  go  as  high  as  Hyinvl 
$35,000.  Then  there  are  boarding  anq  aes,  say 
training  bills,  $600  a  month  for  a  top 
flight  trainer  (which  you  will  want- 
it's  no  good  having  a  colt  with  grea 
bloodlines  who  can't  tell  a  cow  from ; 
goat);  insurance;  vet  bills;  and  travel 
expenses.  If  your  horse  shows  prom 
ise,  a  top  trainer  may  enter  it  in  one  o: 
the  big  cuttings;  the  Futurities  in  Ft  liuint  v 
Worth  each  November  is  the  biggesi 
for  first-timers.  If  the  horse  survives 
competition  with  200  other 
colts — competition  in  which  the 
slightest  gaffe  could  disqualify — yoij 
will  make  back  your  $50,000  invest 
ment  at  least  four  times  over  on  thd 
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Taco  Bell  cofounder  Jim  Milner 
Competitors  dress  like  ranch  hands,  but  they  don't  always  travel  the  same  way. 
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•  urse  and  can  start  counting  on  fat 
reeding  fees  in  the  future.  If. 
There  are  the  tax  breaks,  too:  Own- 
lg  a  horse,  considered  a  farm  animal, 
^  Hows  you  to  write  off  expenses  im- 
mediately, and  capital  gains  from  the 
/:  I  lie  of  the  animal  are  taxed  at  a  rate  of 
e  ;:  0%.  But  if  you  think  only  of  tax 
•avings,  you  are  missing  the  point.  "If 
wanted  to  blow  a  lot  of  money  on  a 
*i-  isky  investment  I'd  trade  commod- 
^  :ies,"  says  Jim  Milner,  gazing  at  three 
'Uearling  colts  cavorting  on  his  ranch 
utside  Ft.  Worth.  "This  is  entirely 
-  .liferent." 

,r;  I  The  National  Cutting  Horse  Asso- 
w  iation  (P.O.  Box  12155,  Ft.  Worth, 
v^  fex.  76121)  puts  out  a  few  pamphlets 
ind  a  monthly  magazine  that  will  ac- 
]'  i  uaint  you  with  the  sport  and  with 

i  the  big  names  in  the  field.  But  the  best 

ii  'vay  to  bone  up  is  to  talk  as  much  as 
K  ou  can  to  owners,  breeders  and  train- 
'[  rs  at  one  of  the  NCHA-sanctioned 
f  rvents.  Cutting  is  still  small  enough 
1  :o  be  familial:  Everybody  knows  ev- 
tf  rybody  else,  and  getting  a  shot  at  a 
i  i;ood  colt  or  a  share  of  a  good  stallion 

llepends  as  much  on  whom  you  know 
wis  what  you  know.  Which  is  not  to 
■lay  the  circle  is  closed:  In  fact,  the 
■Inly  hazard  in  talking  to  a  cutter  is 
ftetting  him  to  shut  up. 


Broken  alms 

[n  this  kind  of  economy,  you 
shouldn't  be  surprised  if  a  relative 
br  friend  puts  the  arm  on  you.  But 
(remember,  while  you  may  be  acting 
bharitably  in  making  the  loan,  there 
pre  some  things  you  should  bear  in 
mind  as  far  as  the  IRS  is  concerned, 
;hould  the  loan  go  sour. 

"The  best  way  of  handling  these 
rhings  is  to  get  them  down  in  writ- 
ing," says  Herb  Paul,  senior  partner 
with  Touche,  Ross  &.  Co.  "You  can 
bet  the  appropriate  forms  in  any  com- 
mercial stationery  store  for  a  few 
bents,  and  no  one  except  the  two  of 
k^ou  need  be  the  wiser.  But  later  on, 


that  paper  might  come  in  handy." 

The  main  reasons  for  putting  the 
loan  in  writing  have,  naturally,  to  do 
with  taxes.  For  one  thing,  you  don't 
want  to  be  accused  by  the  IRS  at  some 
future  date  of  having  made  a  "loan" 
you  never  intended  collecting.  That 
would  make  it  a  gift — which  might  be 
subject  to  gift  taxes.  So  not  only 
would  you  be  bailing  out  someone  in 
need  and  suffering  that  loss,  you 
would  also  have  to  pay  the  taxman. 

The  second  has  to  do  with  taking  a 
tax  loss  on  the  loan.  While,  as  a  practi- 
cal matter,  you  are  not  likely  to 
hound  your  relative  or  friend  into 
court,  or  take  other  extreme  measures 
that  the  IRS  deems  appropriate  before 
your  loan  is  judged  worthless,  the  bor- 
rower might  go  bankrupt.  In  that 
event,  you  could  easily  take  a  tax 
loss — without  hounding  anyone.  But 
you  need  proof  of  the  loan,  and  proof 
that  it  was  made  in  a  businesslike 
manner.  That  means  an  appropriate 


Tlhe  Athenian  orator  Demosthenes 
practiced  his  elocution  by  declaim- 
ing on  the  seashore  amid  the  roar  of 
the  waves.  To  break  his  awkward  hab- 
it of  lifting  one  shoulder  higher  than 
the  other  when  speaking  to  a  crowd, 
he  suspended  a  sword  above  himself 
so  that  it  would  touch  his  shoulder  if 
he  raised  it. 

For  the  modern  speaker  there  are 
personal  image  consultants  to  hang 
the  sword.  They  offer  advice  on  every- 
thing from  the  length  of  your  side- 
burns to  speech  writing.  But  what  has 
been  keeping  the  image-polishers 
really  busy  of  late  has  been  TV  coach- 
ing. Never  before  have  so  many  busi- 
ness people  wanted  to— or  had  to — 
face  the  cameras. 

On  everything  from  60  Minutes  and 
Cable  News  Network's  Inside  Busi- 
ness to  Wall  Street  Week,  to  dozens  of 
locally  produced  cable  TV  shows, 
business  and  business  people  are  hot. 


interest  rate,  on  either  a  demand  loan 
(callable  by  you  at  any  time)  or  a 
fixed-term  loan. 

In  the  event  of  a  total  loss  on  your 
loan,  you  can  take  a  short-term  cap- 
ital loss.  That  can  be  applied  against 
any  short-term  capital  gains  you  may 
have  that  year.  If  you  have  no  such 
gains,  you  can  take  the  loss  against 
ordinary  income,  up  to  $3,000  a  year, 
until  the  full  amount  of  the  loan  is 
exhausted. 

Note:  If  the  loan  is  for  a  business 
purpose,  and  the  borrower  goes  bust, 
you  can  write  off  the  entire  amount  of 
the  loan  the  year  of  the  default,  notes 
Kenneth  Studdard,  a  partner  with  De- 
loitte,  Haskins  &.  Sells. 

There  is  another  reason  to  have  the 
loan  on  paper.  In  the  happy  event  it  is 
repaid  (with  or  without  the  interest 
you  stipulate;  after  all,  only  you  and 
the  borrower  need  to  know),  you  will 
have  something  to  rip  up  over  a 
drink.— W.G.F. 


Such  executives  as  J.  Peter  Grace,  the 
highly  visible  president  of  W.R.  Grace 
&  Co.,  and  Donald  Keough,  Coca- 
Cola's  president,  have  been  coached 
for  appearances  on  the  tube. 

If  you  have  not  yet  gone  before  the 
cameras,  or  have  and  wished  you 
hadn't,  you  are  likely  to  find  it  worth 
your  while  to  spend  a  day  or  two  with 
one  of  these  consultants. 

Arnold  Zenker  of  Boston,  one  of  the 
best  known  in  the  field,  describes  his 
service  this  way:  "I  force  you  to  see 
yourself  as  others  see  you.  If  I  asked 
you  to  describe  yourself,  you'd  say, 
'I'm  a  charming,  witty  guy.'  And  then 
I'd  have  to  say  to  you,  'How  come  the 
guy  on  the  screen  is  so  boring?'  Most 
of  my  clients  don't  start  out  with  that 
sense  of  how  you  go  from  being  boring 
to  being  a  star.  And  that's  what  it's  all 
about." 

Are  businessmen  boring  on  the 
tube?  Ray  Brady,  CBS  News  business 
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correspondent,  who  has  interviewed 
hundreds  of  them  in  his  career,  says 
they  are  generally  "very  stiff."  He  ob- 
serves, "It  seems  almost  as  if  the  high- 
er up  in  a  corporation  they  are,  the 
more  they  tend  toward  stiffness.  But 
they  are  vastly  better  than  they  were  a 
few  years  ago." 

As  you  would  expect,  TV  coaching 
is  available  in  formats  ranging  from 
workshops  and  group  classes  to  inten- 
sive counseling  for  the  individual. 
The  cost  is  anywhere  from  $500  to 
$1,500 — and  possibly  more  if,  for  ex- 
ample, you  are  a  CEO  preparing  for  an 
encounter  with  Mike  Wallace. 

If  you  are  not  a  professional  per- 
former, TV  can  be  unnerving.  Wrote 
Michael  Bland  in  his  excellent  Execu- 
tive's Guide  to  TV  &>  Radio  Appear- 
ances (no  longer  in  print,  but  available 
in  many  libraries):  "Television  stu- 
dios are  so  unfamiliar:  the  lights,  the 
cameras,  the  trendy  people,  the  clut- 
ter, the  hassle.  Walking  into  a  studio, 
the  average  first-timer  feels  like  a 
pink-fleshed  missionary  entering  an 
Amazon  head-hunting  village." 

Your  goal  as  a  spokesman,  of 
course,  is  not  merely  to  survive  the 
session  but  to  make  points  for  your 
company.  To  do  so,  you  must  first 
manage  to  look  as  if  you  are  totally 
relaxed.  Dorothy  Sarnoff,  the  former 
stage  actress  and  singer  who  is  prob- 
ably the  country's  original  TV  consul- 
tant, has  a  time-tested  technique  to 
control  nervousness.  It  sounds  pecu- 
liar, but  it  works.  Imagine  there  is  a 
turntable  in  your  mind  and  on  it  is  a 
record  with  this  succession  of 
phrases:  I'm  glad  I'm  here,  I'm  glad 
you're  here,  I  care  about  you,  I  know 
that  I  know.  As  these  phrases  play 
over  and  over,  tighten  the  triangle  of 
muscles  just  below  your  rib  cage. 

The  mantra,  she  explains,  "revs  up 
your  body,  generates  positive  energy 
and  gives  you  intensity."  Contracting 
the  muscles  discourages  the  produc- 
tion of  noradrenaline,  a  body  chemi- 
cal associated  with  nervousness. 

Politicians,  actors,  TV  journalists 
and  executives  who  have  been 
schooled  by  Sarnoff  swear  by  her 
methods.  One  of  her  many  fans  from 
the  business  world  is  Stan  Erickson, 
PR  chief  at  Sea-Land  Service,  Inc.,  the 
shipping  company.  Says  he,  "Did  you 
ever  see  Dr.  Spock  on  Star  Trek7. 


Where  he  could  sort  of  get  into  the 
mind  of  somebody?  Dorothy  has  that 
kind  of  ability.  Maybe  it  comes  from 
having  been  on  stage." 

Erickson  took  the  course  eight 
months  ago  and  has  arranged  for  five 
other  Sea-Land  executives  to  attend. 
Wilford  Middleton,  a  vice  president 
who  recently  met  with  Sarnoff  for  two 
days,  says  the  training  will  help  him 
be  "more  believable,  more  natural 
and  more  myself"  in  future  public 
appearances. 

Learning  to  relax  is  only  the  begin- 
ning. The  real  work  starts  when  the 
videotape  equipment  rolls  out.  (Note: 
A  TV  consultant  without  a  camera 
and  playback  machine  is  like  a  flying 


ject  is  indeed  to  make  the  executiv 
sweat,  for  once  he  has  been  througl 
this  ordeal  he  is  unlikely  to  arrive 
unprepared  for  any  interview  or  to  le 
himself  be  bullied  by  a  person  with  ; 
microphone. 

Teaching  you  to  relax  and  frighten 
ing  you  into  being  constantly  prei 
pared  are  two  of  the  three  things  T\ 
consultants  do  for  you.  The  other  ij 
making  you  look  good  and  sound  in, 
teresting.  "They  will  lower  the  pitch 
of  your  voice,  remove  your  accent 
correct  your  'body  language,'  modify 
your  unacceptable  behavior,  elimi 
nate  your  negative  self -perception,  se 
lect  your  wardrobe,  restyle  your  hair 
and  teach  you  how  to  speak  off  the 


Consultant  Sarnoff  and  Wilford  Middleton  of  Sea-Land  working  on  stress  control 
As  the  mantra  plays,  tighten  the  triangle. 


instructor  without  a  plane.  Make  sure 
video  hardware  is  used  before  signing 
up  for  any  course.) 

After  a  taping,  your  instructor  helps 
you  pick  out  your  flaws  and  tells  you 
how  to  correct  them,  and  then  you 
perform  again.  After  a  few  repetitions 
you  are  almost  certain  to  improve. 

Most  consultants  tailor  courses  to 
fit  your  needs.  "Ambush"  interviews, 
sit-down  interviews,  panels  and  press 
conferences  are  the  most  common 
ones,  and  you  can  ask  to  prep  for  one 
or  all  of  them.  The  best  consultants 
will  read  up  on  your  industry  and  your 
company  before  the  session  in  order 
to  develop  questions  likely  to  make 
you  squirm  during  an  interview.  At 
Hill  &  Knowlton's  TV  course,  for  in- 
stance, head  coach  George  Glazer 
seems  to  delight  in  "working  over" 
clients  as  he  plays  the  role  of  an  igno- 
rant, bull-headed  interviewer.  The  ob- 


cuff  or  read  a  speech  without  putting| 
your  audience  to  sleep,"  says  Jacque- 
line Thompson,  a  business  writerl 
who  has  compiled  a  useful  guide  to| 
the  industry. 

Thompson's  Directory  of  Personal^ 
Image  Consultants  gives  detailed  in-l 
formation  on  206  consultants  (upl 
from  157  in  the  1980-81  edition).  The 
listings  are  grouped  as  follows:  speech! 
and  public  appearance  consultants) 
(including  TV  coaches),  communica- 
tions systems  consultants,  speech  andl| 
script  writers,  dress  consultants,  per- 
sonal public  relations  counselors  and| 
motivational  consultants. 

The  directory,  which  contains  al 
short  section  on  selecting  a  consul- 1 
tant,  is  available  for  $17.50  from  Edi- 
torial Services  Co.,  1140  Avenue  of  | 
the    Americas,    New    York,  N.Y. 
10036. — Kevin  McManus 
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Hie  knows  how  to  wear  his  diamonds 


r  jeweler  can  show  you  other  exciting  trends  in  men's  diamonds.  The  ri 


available  for  about  $900.  Prices  may  v 


A  diamond  is  forever.  De  Beers 


Faces 

Behind  The  Figures 


Edited  by  Barbara  Ettorre  

"Find  me  $16  billion" 

Most  CEOs  would  start  chewing  their 
desks  if  a  major  supplier  suddenly 
raised  prices  by  50%.  Not  William 
McGowan,  chairman  of  Washington, 
D.C. -based  MCI  Communications 
Corp. — the  company  that  brought  you 
long-distance  telephone  service  at 
rates  15%  to  50%  below  Bell's.  The 
Federal  Communications  Commis- 
sion decided  recently  to  let  AT&T 
raise  by  43%,  at  least  temporarily,  the 
fee  it  charges  MCI  and  other  long- 
distance competitors  for  hooking 
their  microwave  circuits  into  Bell's 
local  networks.  MCI's  total  Bell  bill 
(including  other  services)  last  year 
came  to  about  $75  million,  by  far  its 
biggest  operating  expense.  Neverthe- 
less, says  McGowan,  one  leg  draped 
casually  over  the  arm  of  his  chair,  "It 
shouldn't  have  much  effect." 

To  understand  McGowan's  noncha- 
lance, look  at  MCI's  income  state- 
ment. Profits  for  the  year  ended  Mar. 
31  quadrupled,  to  $86  million,  and 
revenues  more  than  doubled,  to  $506 
million.  With  MCI  adding  some 
60,000  customers  a  month — it  has  al- 
most 1  million  now — revenues  are 
likely  to  pass  $1  billion  this  year. 


Numbers  like  those  are  no  small 
comfort  after  years  of  doing  battle 
against  the  Bell  System.  McGowan 
has  been  fighting  AT&T  in  the  courts 
since  1969 — a  $1.8  billion  judgment 
against  AT&T  awarded  in  1980,  for 
example,  is  still  on  appeal — and  he's 
not  about  to  stop  now.  He  is  filing  a 
suit  that  says  long-distance  compa- 
nies were  paying  too  much  before  the 
recent  hike.  (ITT's  U.S.  Transmission 
Systems  subsidiary  has  filed  a  similar 
suit.)  Instead  of  the  $186  a  month 
they  now  pay  for  each  connection, 
McGowan,  54,  contends  that  MCI 
and  its  confreres  should  pay  the  same 
$40  to  $50  a  month  Bell  charges  other 
business  customers  for  similar  con- 
nections. "It's  ridiculous,"  says 
McGowan.  "It's  the  same  switch  and 
the  same  usage." 

McGowan  says  the  main  limit  on 
MCI's  growth,  at  least  for  now,  is  its 
sheer  physical  and  financial  ability  to 
put  up  more  microwave  dishes  and 
switching  stations.  He  tells  of  an 
AT&T  executive  who  recently  testi- 
fied in  Congress  that  MCI  would  have 
25%  of  the  long-distance  market 
within  five  years,  up  from  the  2%  it 
now  has.  Says  McGowan,  "Find  me 
$16  billion,  because  that's  what  it 
would  take." — Jane  Carraichael 

Bullish  on  the  bear 

U.S.  farmers  are  still  suffering  from 
Jimmy  Carter's  1980  Russian  grain 
embargo,  so  the  combination  of  a  bet- 
ter-than-normal  Russian  crop  this 
year  and  an  expected  near-record  crop 
in  the  U.S.  doesn't  bode  too  well.  Or 


MCI  Chairman  William  McGowan  on  his  headquarters  roof 
Not  about  to  stop  now. 


Department  of  Agriculture's  Novotny 
14  million  tons  and  growing? 

does  it?  In  fact,  says  Donald  Novotny, 
the  Agriculture  Department's  chief 
Russian  grain  expert,  the  Soviets  will 
probably  buy  a  lot  of  grain  from 
American  farmers  this  year  and  for 
several  years  to  come. 

Three  consecutive  bad  crop  years 
have  left  Soviet  grain  supplies  so  bad- 
ly depleted,  says  Novotny,  that  even  a 
good  1982-83  harvest  won't  be 
enough.  "With  U.S.  stocks  heavy  and 
prices  low,"  he  says,  "the  Russians 
have  an  opportunity  to  replenish 
some  of  their  stocks  and  resume  ex- 
pansion of  their  livestock  industry." 
Moreover,  now  is  the  time:  "The  pres- 
sure of  our  price  supports  program  is 
likely  to  shore  up  U.S.  prices  and  cut 
production  for  next  year." 

The  Soviets  will  import  nearly  44 
million  tons  of  grain  in  the  1981-82 
grain  year  (about  half  of  it  from  the 
U.S.),  and  Novotny,  a  47-year-old  Ne- 
braskan  with  a  Czech  heritage,  ex- 
pects them  to  take  at  least  as  much  in 
1982-83.  Novotny,  who  meets  every 
six  months  with  his  Russian  counter- 
parts, concedes  the  Russians  could 
suddenly  pull  out  of  the  U.S.  market, 
but  he  doesn't  expect  them  to.  If  the 
U.S.-U.S.S.R.  grain  agreement  is  re- 
newed late  this  year,  it's  believed  the 
Russians  may  agree  to  raise  mini- 
mum purchases  from  8  million  to  14 
million  tons  or  so.  In  a  world  where 
the  Russians  are  trying  to  make  oth- 
ers economically  dependent  on  them, 
grain  remains  an  arena  where  the  So- 
viets are  likely  to  continue  to  be  de- 
pendent on  the  U.S.  for  some  time  to 
come.— Allan  Dodds  Frank 
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Black — and  blue 

»n  Mar.  17,  1985,  Richard  Black— 
'ho  quit  in  March  as  chairman  and 
'.EO  of  beleaguered  AM  Internation- 
l — is  supposed  to  pay  the  company 
834,375,  plus  6%  interest.  He  owes 
lat  amount  (and  an  equal  amount 
ne  year  later)  because  when  he  took 
le  top  job  in  February  1981  he  nego- 
j.ated  a  deal  to  buy  300,000  shares  of 
lM  stock  at  $1 1.12  a  share,  using  $1.6 
lillion  of  his  own  money  and  an- 
!ther  $1.6  million  in  an  AM  loan.  It 
/as  a  seemingly  neat  arrangement: 
Hack  got  a  loan  on  sweet  terms  for 
bat  fat  chunk  of  stock  and  a  hand- 
lome  salary  ($300,000  a  year  plus  in- 
jentives),  and  hard-pressed  AM  got 
lack,  a  tough,  able  executive  who 
iiad  taken  Maremont  Corp.  from  a 
Imall  auto-products  supplier  to  num- 
ber one  in  shock  absorbers  over  gi- 
"  nts  Delco  and  Monroe. 
I  Black's  present  situation,  however, 
may  serve  as  a  tale  of  hubris  for  execu- 
tives who  think  they  can  step  in  with 
[jji  strong  hand  and  work  corporate 
Jinagic.  After  a  year  of  frustrating  cor- 
porate overhauling,  Black  left  AM  and 
jiiled  suit  against  the  company  for 
jjnore  than  $3  million,  claiming  he  got 
Jlnisleading  information  on  AM's  fi- 
jliiancial   status   before   buying  his 
;  itock.  He  has  suffered  a  $2.9  million 
paper  loss  on  the  300,000  shares.  The 
;  Big  Board  delisted  AM  on  Apr.  28,  two 
Jjjveeks  after  AM  filed  for  protection 
;|  under  Chapter  11.  Black's  case  is 
umped  with  a  dozen  others  in  a  class 
Ijiction  in  U.S.  District  Court  in  Man- 
I fiattan,  and  the  discovery  period  alone 


'  Former  AM  Chairman  Richard  Black 
"The  J  OK  speaks  for  itself." 


is  expected  to  drag  on  for  months. 

The  way  Black  got  into  this  quarrel 
suggests  a  sort  of  Catch  22  trap  that 
can  snare  other  executives.  Black,  48, 
could  not  obtain  inside  information 
until  he  joined  the  company — after 
his  stock  purchase.  Only  then,  he 
says,  did  he  learn  that  AM  was  in 
worse  shape  than  many  outsiders 
imagined — including  the  Madison 
Fund,  AM's  biggest  shareholder, 
which  later  sold  its  14%  share,  claim- 
ing a  $24.2  million  loss.  And  under 
SEC  rules,  of  course,  once  he  got  in- 
side information,  he  could  not,  as  an 
insider,  act  on  it. 

"It  was  like  buying  a  used  car," 
Black  says  of  his  experience.  "You  pay 
for  it,  open  up  the  hood,  and  there's  no 
engine."  Black's  predecessor,  Roy 
Ash,  flatly  disagrees  with  that  harsh 
assessment.  "Those  just  aren't  the 
facts,"  Ash  says.  Black  replies:  "What 
can  the  man  say?  The  10K  speaks  for 
itself." 

Black  says  he  has  learned  that  mis- 
representation of  books  can  still  take 
place  in  this  day  of  supposedly  tight 
securities  regulation.  His  advice  for 
other  troubleshooting  executives: 
"Take  a  close  look  at  this  one.  It's 
going  to  be  an  interesting  piece  of 
history."  Meanwhile,  Black  continues 
his  mountain-climbing  hobby  (in  the 
Swiss  Alps  and  the  Tetons,  among 
others)  and  tends  to  an  auto  products 
manufacturing  company  that  he  owns 
in  Mexico. — Bess  Gallanis 


Hungary  joins  up 

Hungary  is  the  second  country  in  the 
Soviet  bloc  to  join  the  International 
Monetary  Fund  (formalities  were 
completed  last  month),  after  Ruma- 
nia. Within  a  month  or  so,  Hungary 
should  also  be  admitted  to  the  World 
Bank.  Janos  Fekete,  Hungary's  top 
banker,  has  been  touring  Washington 
and  New  York,  pushing  his  case  that 
his  country  should  now  be  treated  as  a 
normal-risk  borrower. 

Washington  was  easier  to  convince, 
he  says.  Hungary  is  not  lumped  in 
with  the  Administration's  reticence 
over  Poland  that  makes  business  with 
the  Soviet  Union  impossible.  Fekete, 
63,  formally  known  as  the  first  deputy 
president  of  the  National  Bank  of 
Hungary,  wants  to  do  some  capitalis- 
tic business  with  America's  bankers. 
"Now,"  he  says,  "U.S.  banks  must 
treat  Hungary  differently." 

Joining  the  IMF  should  reassure 
bankers  that  Hungary  is  a  safe  bet, 
although  Fekete  claims  his  country 
never  missed  a  repayment.  Neverthe- 
less, it  now  has  an  accepted  interna- 
tional banker  of  last  resort  and  will 


Hungarian  National  Bank 's  Janos  Fekete 
A  normal-risk  borrower? 


have  a  great  deal  more  known  about 
the  state  of  its  economy,  based  on 
outside  assessments.  Says  Fekete, 
"We  have  no  secrets." 

Joining  the  World  Bank  holds  more 
immediate  promise.  Hungary  is  un- 
likely to  get  any  direct  aid,  since  its 
$2,000  per  capita  income  is  far  higher 
than  those  of  the  less-developed  coun- 
tries the  Bank  is  supposed  to  help. 
Only  World  Bank  member-nations 
can  get  their  manufacturers  included 
on  the  list  of  approved  suppliers  that 
can  bid  for  a  share  of  business  from 
Bank-funded  projects.  Fekete  hopes 
that  membership  will  lead  not  only  to 
sales  of  trucks  or  machinery  but  also 
to  Hungary's  leading  the  engineering 
on  a  complete  project,  from  original 
design  to  site  management. 

Bankers  in  the  U.S.  and  Europe  are 
more  than  a  little  wary  about  lending 
more  to  Soviet  bloc  countries  (see  p. 
120),  but  Fekete  expects  that  Hungary 
will  be  able  to  borrow  $600  million  in 
the  West  this  year,  as  it  has  done  for 
the  past  several  years.  He  managed  to 
fix  the  first  segment  earlier  this  year: 
$150  million,  borrowed  in  pounds  at 
lA%  over  the  London  interbank  rate. 
Will  the  rest  come  from  American 
banks  he  just  called  on?  Fekete  may 
be  a  communist,  but  he  is  also  a  prac- 
tical— and  capitalistic — banker.  The 
decision,  he  says,  will  depend  on  the 
rates  charged. — Howard  Banks 


Thought  for  food 

Donald  Kirchhoff,  president  of  the 
$1.8  billion  (sales)  Castle  &  Cooke, 
Inc.  food  empire,  is  grappling  with  a 
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hydra.  He  has  more  pineapple,  tuna 
and  sugar  on  hand  than  he  can  profit- 
ably move — forcing  him  to  leave  part 
of  his  winter  Hawaiian  pineapple  crop 
rotting  in  the  fields,  to  close  a  vegeta- 
ble processing  plant  in  Salem,  Ore. 
last  fall  and  to  schedule  the  close  of  a 
Bumble  Bee  tuna  plant  later  this 
month,  putting  900  employees  out  of 
work.  He  is  choked  with  inventory  in 
the  aftermath  of  the  industry's  recall 
of  50  million  cans  of  salmon  this 
spring.  And  he  has  been  groaning  un- 
der a  burden  of  debt. 

The  combination  of  these  factors  is 
producing  a  dyspeptic  year  for  Castle 
&.  Cooke.  For  all  of  fiscal  1982,  ending 
June  30,  profits  are  likely  to  be  down 
32%,  to  95  cents  per  share  on  a  5% 
rise  in  sales  to  $1.9  billion. 

How  is  Kirchhoff  coping  with  the 
pain?  For  starters,  he  has  cut  produc- 
tion and  dropped  food  inventories  by 
$45  million  over  the  last  1 1  months. 
"We  have  moved  product  at  prices  we 
would  prefer  not  to  move  it  at,  simply 
to  move  it,"  he  reports.  "It's  strictly  a 
matter  of  trying  to  get  inventory  in 
line  with  the  sales  rate." 

Kirchhoff  has  also  attacked  Castle 
&  Cooke's  debt.  In  December  1980 
the  company's  debt  totaled  $485  mil- 
lion, $230  million  of  it  around  prime. 


Castle  &  Cooke  's  Donald  Kirchhoff 
At  least  people  are  "buying fresh. 


When  fiscal  1982  ends,  Kirchhoff 
says,  the  debt  will  have  been  reduced 
to  $320  million.  "We  have  got  to  get 
our  balance  sheet  in  line,"  he  says. 

Then  there  is  the  recession.  "People 
don't  go  out  and  say,  'Oh,  boyy  there's 
a  bargain  in  canned  Dole  pineapple. 
I'll  stock  up  for  six  months,'  "  says 
Kirchhoff,  56,  a  Harvard  Business 
School  graduate  who  runs  Castle  & 
Cooke  from  offices  in  San  Francisco 
and  the  company's  home  base,  Hono- 
lulu. Processed  foods  account  for  only 
33%  of  company  sales  today,  vs.  about 
45%  in  1977. 

The  flip  side  of  the  processed  food 
situation,  though,  is  working  in  Cas- 
tle &  Cooke's  favor.  "Government 
figures  show  a  dramatic  change  in 
consumer  habits.  People  are  going  to 
lighter,  more  natural  foods,"  says 
Kirchhoff.  "People  are  buying  fresh." 
He  says  that  at  least  55%  of  the  com- 
pany's sales  this  year — an  increse 
from  50%  last  year — will  be  coming 
from  fresh  pineapple,  grapes,  bananas, 
celery,  cauliflower  and  other  fresh 
staples,  some  of  them  marketed  under 
the  Dole  label.  He  professes  to  have 
no  special  anxiety  about  the  risks  in- 
herent in  fresh  foods.  "Risks?  I  sus- 
pect," he  says,  "there  aren't  any  high- 
er risks  than  the  ones  we  have  right 
now  in  the  tuna  business  and  in  pro- 
cessed pineapple." — Alyssa  A.  Lappen 


What  the  doctor  ordered 

Anyone  who  has  paid  a  medical  bill 
recently  might  think  that,  with  that 
kind  of  money  rolling  in,  his  doctor 
could  afford  the  best  in  billing  proce- 
dures and  financial  services.  But  the 
truth  is  that  the  medical  profession  in 
general  does  a  rotten  job  getting  pa- 
tients and  their  insurers  to  pay  up 
promptly.  Enter  Ami  Elis,  a  28-year- 
old  Israeli  who  thinks  he  has  just  the 
right  prescription. 

Elis  is  president  of  privately  held 
Elcomp  Systems,  Inc.,  a  Pittsburgh- 
based  operation  that  supplies  soft- 
ware to  impose  order  on  the  financial 
chaos  that  reigns  in  many  doctors' 
offices.  "By  and  large,  people  who 
work  in  medical  offices  are  over- 
worked," he  says.  "Frequently,  they 
are  unable  to  follow  up  on  patients  or 
insurance  companies  who  owe  the  of- 
fice money." 

Elis  developed  his  system  on  a 
small  Data  General  computer  while 
taking  a  master's  in  industrial  admin- 
istration at  Carnegie-Mellon  Univer- 
sity. While  still  a  student,  he  persuad- 
ed a  local  physician  to  pay  him  and 
another  student  to  develop  the  soft- 
ware. For  a  year  after  his  graduation  in 
1978,  he  worked  in  the  back  of  the 


Elcomp  Systems  President  Ami  Elis 
Rx;  the  right  software. 


building  of  his  physician-sponsor  on  ai 
rent-free  basis,  living  off  the  $10,000 
share  for  his  original  work.  After  six 
months,  he  sold  his  first  system. 

"We  don't  just  sell  computers,"  he 
says.  "We  go  to  a  doctor's  office  andl 
observe  his  practice.  And  we  never1 
tell  a  client  that  our  system  is  going  to 
solve  all  his  problems." 

Elis'  system  prepares  daily  or 
monthly  accounts-receivable  reports, 
patients'  statements  and  third-party 
payment  forms  for  Medicare  or  Blue 
Shield.  For  group  practices,  it  provides 
a  statistical  analysis  of  each  staffer's 
contribution,  prepares  a  separate  ap- 
pointment book  for  each  physician 
and  prints  patient  charge  slips  in  ad- 
vance. Moreover,  the  system  stores 
patients'  medical  histories  and  sum- 
maries of  visits  and  prepares  referral 
letters,  balance  sheets  and  income 
statements.  The  cost?  A  minimum  of 
$30,000,  up  to  $120,000  for  large 
group  practices. 

Elis  says  that  individual  practition- 
ers, even  those  who  see  as  few  as  30 
patients  a  day,  have  found  a  system 
can  pay  for  itself  in  less  than  two 
years.  Elcomp  has  grown  from 
$400,000  in  sales  in  1980  to  an  expect- 
ed $2  million  this  year,  with  a  hefty 
16%  of  pretax  revenues  dropping  to 
the  bottom  line.  Furthermore,  El- 
comp has  no  debt  to  speak  of. 

Elis  has  one  note  of  caution:  "If  you 
don't  have  the  doctor's  office  manager 
on  your  side,  you  can  forget  about 
ever  achieving  a  successful  installa- 
tion."— Stanley  W.  Angrist 
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ow  to  keep  calm  before  the  storm. 

r  most  of  us,  the  weather  is  a  nuisance.  For 
omeiike  farmers,  pilots  and  builders,  a  small 
|  change  can  be  a  disaster.  It  is 

for  these  people  that 
'AMWfeathefwas  created. 


One  of  the  most 
complete,  in-depth 
weather  reports  ever 
designed,  seen  early 
morning  on  most  public 
relevision  stations  across  the  country, 

for  people  who  base  some  of  the 

most  critical  decisions  of  their  lives 

on  knowing  the  weather        ,   from  the 


^supports 
m  its 


ground  up.  Phillips  Petroleum 
the  program  and  congatulates 
creators,  for  those  people  who! 
on  it,  its  nothing  short  of  a  brainstorm..  © 

For  more  information,  write:  A.M.  Weather,  Maryland  Center  for  Public  Broadcasting,  Owings  Mills,  MD  21117 


flMF  REPORTS: 


Our  totrl  profits  from  continuing  operrtions 
hrve increased  86%  in  the  pr5t  five  yerr5. 
rnd  3596  in  the  lrst  yerr  rlone. 

1979  1980 
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1973 


'  flMF  today  is  a  company  to  look  at  for  tomorrow, 
yfl  worldwide  industrial  technology  and  leisure  prod- 
ucts company.  Refocused.  Restructured.  Ready  to 
take  advantage  of  every  opportunity  the  80s  have  to 
offer  in  these  high  growth  potential  areas,  fl  com- 
pany whose  carefully  planned  strategy  for  continu- 
ing growth  has  been  proven  over  the  past  five  years 
as  our  total  profits  from  continuing  operations  show. 

Up  86%  since  1977,  our  total  profits  from  continu- 
ing operations  rose  a  substantial  25%  in  the  last  year 
alone,  due  largely  to  our  Energy  Services  and  Prod- 
ucts Group's  59%  growth  in  profits  in  1981— a  year  in 
which  this  group  led  all  the  other  RMF  industrial  and 
leisure  units  in  profit  contribution  to  the  corporation. 

Take  a  look  at  our  profits  and  our  overall  perfor- 
mance for  this  past  year.  You'll  see  why  the  future 
looks  so  promising  at  flMF  today.  For  more  informa- 
tion, write  flMF  Inc..  777  UUestchester  Avenue.  White 

Plains.  New  York1D60M.  I  RMF  incorporated  1982 
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The  Forbes/Wilshire  5000  Review 
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oo  good  to  last?  Over  the  past  two  weeks  the  overall 
arket,  as  measured  by  the  Wilshire  index,  gained  1.7% — 
or  over  $20  billion  in  capitalization.  The  Dow  industrials 
lagged,  up  only  1%.  The  Big  Board  was  up  1.5%,  and 
NASDAQ  stocks  posted  a  1.9%  gain.  Thanks  to  rekindled 
investor  interest  in  energy  issues  the  American  Stock 
Exchange  was  the  biggest  winner,  up  a  sharp  3.1%. 

The  direction  of  the  market  focus  groups  is  largely 
unchanged  from  our  last  look.  Over  the  previous  six  to 
eight  weeks  speculative  securities  have  outperformed 


their  more  conservative  counterparts,  often  by  magni- 
tudes of  2  or  3  to  1 .  So  far  it  has  been  a  good  spring  for 
individuals  willing  to  take  these  higher  levels  of  risk. 

A  quick  look  at  the  52-week  returns  of  the  focus  groups, 
however,  should  give  investors  pause.  Over  the  last  year 
high-P/E  issues  are  off  almost  21%,  whereas  low-P/E  is- 
sues managed  to  eke  out  a  1.2%  gain.  High-growth  stocks 
lost  7.2%,  while  low-growth  stocks  show  a  1.2%  advance. 
And  while  staid  high-yield  stocks  such  as  utilities  show  a 
6.1%  gain,  nonpayout  stocks  declined  3.6%. 


Close-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.5 

1.7 

1.3 

1.8 

3.3 

in  last  52  weeks 

-12.0 

-11.8 

-10.4 

-24.5 

-12.5 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility* 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.6 

1.8 

5.4 

5.2 

1.5 

4.3 

5.7 

2.1 

1.1 

2.8 

in  last  52  weeks 

-9.3 

7.5 

-20.9 

1.2 

6.1 

-3.6 

-7.2 

1.2 

-10.3 

-5.7 

*A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable. 
tA  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  5/14/82  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  The  Action  Is 


Cracks  beneath  the  surface.  What  with  a  1.7%  two- 
week  advance  in  the  overall  market  and  sterling  perfor- 
mances by  several  sectors,  investors  are  having  a  good 
spring.  This  time  energy  blazed  the  way  with  a  6.6%  gain. 
Consumer  durables,  up  3.3%,  continued  to  show  strength. 
And  rebounding  transportation  issues  rose  2.5%.  But  there 
were  some  ominous  signs.  Raw  materials  lost  0.7%  and 
finance  and  technology  issues  both  fell  0.4%. 


When  the  market  began  on  its  upward  track,  technology 
issues  became  a  leading  group.  Now,  some  of  the  sector'^ 
recent  weakness  can  be  attributed  to  the  sharp  drop  ir| 
Datapointr.  But  even  so,  a  loss  of  momentum  by  these! 
closely  watched  companies  could  be  a  sign  that  the  rally  is 
about  to  wither  away.  It  will  take  more  than  a  rebound  in 
oil  stocks  to  bring  the  market  back  to  where  it  was  52 
weeks  ago.  The  summer  may  still  be  long  and  hot. 


Percent  change  in  last  52  weeks         ■<j^j>  <^Jr  Percent  change  in  last  two  weeks 
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Helmets  to  Hackensack. . . 
Drills  to  Decatur... 
and  other  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  "From  the  rail  "piggyback"  of  consumer 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG. . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 


Transway  International  Corporation,  747  Third  Avenue,  New  York,  New  York  10017 


NYSE  symbol:  TNW 


MT  SPERRY, 
LISTENING  IS  NOT 

as  job. 

A  listener  loose  in  a  world  of 
ilkers  has  one  unbeatable  edge:  the 
ow  of  new  ideas  through  his  ears 
)  his  mind  never  stops. 

It's  been  said  there's  at  least  one 
king  to  learn  from  everyone  one 
icets.  Provided  one  bothers  to  listen. 

Unfortunately  for  most  people, 
o  one  ever  bothered  to  teach  us  how. 

Which  is  why  listening  training 
;  available  to  Sperry  employees, 
jorldwide. 

Helping  our  people  become  better 
steners  helps  make  us  a  better 
corporation. 

For  one  thing,  it  eliminates  the 
normous  costs  of  simple  listening 
rrors. 

But  more  than  that,  it's  making 
ur  employees  better  thinkers.  Better 
roblem  solvers.  And  ultimately, 
lore  open  to  the  original  and 
nexpected. 

That's  the  most  compelling  reason 
fall  for  learning  to  listen. 

You  never  know  where  the  next 
real  idea  is  coming  from. 


We  understand  how  important  it  is 
to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland 

farm  equipment,  Sperry  Vickers  fluid  power  systems, 
and  defense  and  aerospace  systems  from  Sperry  division 
and  Sperry  Flight  Systems. 


For  a  booklet  on  listening,  write  to  Sperry, 
Dept.d,  1290 Avenue  of  the  Americas,  Mew  York,  N.Y.  10104 
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Jack  Tilton  builds  strategies  on  an  idea.  He 
adds  a  dash  of  fundamental  analysis  and 
stirs  thoroughly  in  a  computer. 

A  new  recipe  at 
American  National 


By  Maurice  Barnfather 

Some  people  invest  on  hunches. 
Others  study  fundamentals — 
balance  sheets,  income  state- 
ments, economic  trends.  Another 
group  prefers  the  pseudoscience  of 
price  charts  and  computers. 

Jack  Tilton,  a  36-year-old  se- 
nior vice  president  of  Chica- 
go's American  National  Bank 
&.  Trust,  does  a  little  bit  of  all 
three.  He  gets  an  idea — often 
based  on  conventional  finan- 
cial analysis — and  then,  using 
mathematical  models,  tests 
the  historical  validity  of  his 
hunch.  If  the  strategy  seems  to 
relate  to  market  performance, 
Tilton  makes  it  part  of  his  in- 
vestment arsenal. 

That  went  great  guns  last 
year.  American's  commingled 
fund  was  up  nearly  15%,  com- 
pared with  a  loss  of  about  5% 
for  the  S&P's  500.  But  that 
isn't  the  real  competition.  The 
bank  also  headed  the  ranks  of 
240  institutions  evaluated  by 
Pensions  &  Investment  Age  mag- 
azine. Tilton,  an  Indiana  farm 
boy  who  majored  in  econom- 
ics at  Southwestern  at  Mem- 
phis, outperformed  the  indus- 
try, which,  on  average,  fell. 

That's  why  Tilton's  unusual 
methodology  is  worth  under- 
standing. Right  now,  for  exam- 
ple, about  20%  of  his  portfolio 
is  invested  according  to  what 
he  calls  his  "market  power" 
strategy.  The  strategy  isn't 
dramatic,  but  lately  the  results 
have  been  impressive:  Tilton 
has  a  list  of  about  20  compa- 
nies that  dominate  their  mar- 
kets— firms  like  Campbell 
Soup.  These  businesses,  he 
reasons,    ought    to   turn  in 


above-average  profits  and  carry  above- 
average  earnings  multiples. 

American  National's  computers 
monitor  the  group  closely,  and  Tilton 
buys  in  whenever  a  particular  stock 
price  is  low,  relative  to  industry  aver- 
ages. He's  looking,  in  fact,  for  small 


American  National  Bank  's  Jack  Tilton 
"I'm  one  of  the  world's  worst  stock  pickers. 


imperfections  in  the  market  pncini 
mechanism.  "A  good  strategy,"  he  e> 
plains,  "tells  you  when  to  use  it." 

iMarket  power,  however,  is  only  on 
of  the  strategies  Tilton  is  continuous 
ly  conceiving  and  evaluating.  Anothej 
approach  he  uses  regularly  has  to  d 
with  analysts'  earnings  estimates 
Tilton  believes  that  as  these  move  u 
or  down,  stock  prices  only  graduall- 
reflect  the  changes  in  opinion.  He  i 
less  concerned  with  whether  or  no; 
the  researchers  are  right  than  with  thi 
fact  that  their  estimates  do  tend  to 
move  the  market.  So  he  jumps  in  a 
soon  as  he  sees  a  change  in  analys 
opinion,  before  its  full  impact  is  felt. 

This  isn't  a  unique  idea — and  fo. 
that  reason  Tilton  won't  talk  abou 
how  long  it  takes  for  the  market  tc 
respond  to  analysts'  evaluations.  Suf 
fice  it  to  say  that  he  regularly  feed 
earnings  estimates  into  his  computer 
and  tracks  stock  performance  againsi 
them.  The  difference  between  Ameri 
can  National  and  others  with  a  simi 
lar  approach,  Tilton  claims,  is  that  he 
has  the  discipline  to  follow  hi 
system  more  closely. 

Lately,  Tilton  has  also  done 
well  investing  in  stock  of  com 
panies  that  are  buying  in  theii 
own  shares,  recalling  the  sue 
cess  of  Northwest  Industries 
and  Teledyne.  This  strategy 
has  accounted  for  about  30%< 
of  American  National's  portfo- 
lio, but  Tilton  would  put  it  on 
the  back  burner  whenever  the 
cost  of  raising  equity — pres- 
ently 18'/2%  to  19%— were  to 
fall  below  the  returns  avail- 
able from  the  company's  other 
investments.  In  the  1960s,  for 
instance,  firms  that  bought  in 
their  own  stock  were  per- 
ceived by  investors  to  lack 
ability  to  achieve  greater  re-j 
turns  elsewhere. 

Investments  based  on  high 
market  shares,  earnings  esti- 
mate lags  and  stock  buybacks, 
however,  are  but  three  of  the 
weapons  in  Tilton's  arsenal. 
He  has  also  spotted  opportuni- 
ties in  companies  that  have 
substantial  foreign  income. 
Tilton  looked  at  the  account- 
ing losses  suffered  by  compa- 
nies converting  overseas  prof- 
its into  ever-stronger  dollars, 
and  found  that  Wall  Street 
tended  to  treat  these  losses  not 
as  temporary,  but  permanent. 
He  recommends,  for  example, 
watching  a  company  like 
Crown  Cork  &.  Seal,  whose 
earnings  he  feels  are  artificial- 
ly depressed.  Tilton  thinks 
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I  their  stock  prices  will  gradually  in- 

Icrease.  The  profit  potential  that  re- 
sults from  foreign  earnings  anomalies 
may  soon  disappear,  of  course,  as  new 

i;accounting  rules  minimize  the  im- 
pact of  exchange  rate  fluctuations  on 

K reported  earnings. 

American  is  also  sticking  by  one 
Tilton  strategy  that  has  flopped  so  far. 
Along  with  his  emphasis  on  compa- 
nies with  significant  market  power, 

I  Tilton  thinks  it  makes  sense  to  invest 
in  low-cost  producers  in  cyclical  in- 
dustries—like Alcoa,  Alcan  and  Her- 
cules. Recently,  those  kinds  of  stocks 
haven't  made  much  money  for  the 

|  bank,  but  Tilton  is  holding  on  because 

i  he  thinks  Wall  Street  will  begin  to 
appreciate  such  efficiencies  when  the 
economy  turns  around. 

For  the  future,  Tilton  has  begun 
experimenting  with  the  idea  that  the 
level  of  spending  by  companies  on  oil 


and  gas  exploration  indicates  future 
profits.  Oil  stocks,  he  thinks,  have 
been  so  badly  hurt  in  the  marketplace 
that  "there  must  be  a  way  to  make 
money  on  their  recovery."  The  con- 
cept of  investing  based  on  substantial 
exploration  budgets  and  successful  oil 
finds  seems  logical  to  Tilton,  and  he's 
now  checking  out  its  historical  valid- 
ity with  his  computers. 

Tilton's  investment  strategies 
would  be  unusual  anywhere,  but  they 
are  a  dramatic  departure  from  the 
ways  of  American  National's  former 
investment  chief,  Rex  Sinquefield 
(Forbes,  Dec.  21).  Sinquefield  left  to 
form  his  own  company  in  May  1981, 
after  pioneering  the  development  of 
index  funds  a  decade  earlier. 

Under  Sinquefield's  tenure,  Ameri- 
can National's  passively  managed  eq- 
uity funds  grew  from  nothing  to  $2.5 
billion,  excluding  fixed  income.  "The 


bank  has  gained  most  of  its  notoriety 
for  passive  products,"  Tilton  admits. 
But  active  portfolio  management,  cur- 
rently $260  million,  vs.  $5  million 
four  years  ago,  is  growing  far  faster 
than  American's  passive  funds  rela- 
tive to  the  size  of  each  fund. 

Of  course,  instead  of  conceiving 
strategies  and  testing  them  with  com- 
puters, Jack  Tilton  could  always 
search  for  individual  stocks  to  buy. 
"No  way,"  he  says  with  a  smile,  re- 
calling that  ten  years  ago,  needing 
money  to  finish  redecorating  his 
kitchen,  he  took  a  small  profit  on  a 
stock  he  had  bought  the  previous  fall. 
Tilton  was  thankful  that  he  sold  out 
when  he  did  because  a  few  months 
later  the  stock,  Equity  Funding,  col- 
lapsed amid  allegations  of  fraud  and 
corruption. 

"You  see,"  he  says,  "I'm  one  of  the 
world's  worst  stock  pickers!"  ■ 


Q  •  Which  insurance  broker  can 
often  find  low-cost  solutions 
to  big-cost  problems? 

A.  Rollins  Burdick  Hunter. 


ROLLINS  BURPICK, 
HUNTER, 

Taking  Risk  Out  Of  Risk  Management 
Worldwide 
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In  a  world  where  the  MPT  boys  sometimes 
cant  tell  their  alphas  from  their  betas, 
there  s  plenty  of  room  for  good  old-fash- 
ioned, tough-minded  legwork. 


Garret's  cachet 


By  Richard  Phalon 

T|  he  address  is  Park  Avenue,  bu| 
to  push  through  the  doo 
marked  Carret  &  Co.  is  to  pene 
trate  the  stage  set  of  a  small-towi 
weekly:  a  clutch  of  cubicles  around 
bull  pen  that  is  maybe  12  feet  square 
a  jumble  of  files,  reference  books  anc 
cluttered  desks.  No  carefully  lac 
quered  receptionist,  no  designe 
chairs  and,  above  all,  no  modern  port 
folio  theory.  The  specialty  of  the 
house  is  tough-minded  basic  research 
of  the  Ben  Graham  variety,  an  unwill 
ingness  to  hunt  with  the  crowd,  and  i 
return  of  more  than  18%  over  the  lasl 
six  years  on  what  equals  about  $  IOC 
million  worth  of  clients'  money. 

"I'm  an  eccentric,"  says  Philip  L 
Carret,  the  firm's  doughty,  articulate 
president.  "When  I  see  too  many  peo 
pie  in  a  situation,  I  get  scared."  Carret 
is  a  good  deal  more  than  an  eccentric 
He  is  an  original.  Except  for  five  years 
as  a  writer  at  Barron's,  Phil  Carret  has 
been  in  money  management  ever 
since  he  came  back  from  France  after 
a  stint  as  a  World  War  I  flier  and  was 
"seduced  by  Wall  Street." 

His  primary  interest  is  in  small-to 
medium-size,  undervalued  compa 
nies  that  have  fallen  through  the  ana 
lytical  cracks,  mainly  in  the  over-the 
counter  market.  There  is  plenty  of 
competition  in  the  field,  but  Phil  Car 
ret's  instincts  are  so  sure  that  Warren 
Buffett— head  of  Berkshire  Hathaway 
and  a  renowned  truffle  hound  him 
self — says  of  Carret,  "I  am  an  un 
abashed  enthusiast.  He  is  a  man  who 
knows  an  extraordinary  amount 
about  business  itself  as  well  as  the 
markets.  If  there  was  ever  a  hall  of 
fame  for  investment  advisers,  he'd  be 
among  the  first  ten  in  it." 

At  85,  Carret  is  in  the  office  six  days 
a  week,  except  when  indulging  his 
hobby  of  pursuing  solar  eclipses 
around  the  world,  like  the  one  he 
plans  to  view  in  Indonesia  next  year 
"It  gives  Dad  an  excuse  to  travel," 
grins  Gerard  Carret,  who,  like  his 
brother  Donald,  moved  into  the  fam- 
ily business  in  the  1960s  from  a  high- 
level  job  in  advertising. 

Phil  Carret  wears  two  hats.  Besides 
running  Carret  &.  Co.,  he  is  chairman 
of  the  Pioneer  group  of  mutual  funds, 
which  he  helped  to  found  in  the  late 
Twenties  and  which  regularly  shows 
on  the  Forbes  list  of  best  performers. 
He  sold  out  his  interest  in  the  funds' 
management  company  about  1 8  years 
ago,  but  as  Jerry  Carret  notes,  "It's 
hard  to  separate  how  much  of  my 
father's  time  is  spent  on  Pioneer.  He'll 
start  reading  something  and  think, 
well,  that  would  be  appropriate  for 
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Pioneer,  but  not  for  Carret." 

There  are  similarities,  though,  be- 
tween the  fund  portfolios  and  the  pri- 
vate accounts.  Phil  Carret  has  been 
bullish  on  Southland  Royalty  for  liter- 
ally decades.  Pioneer  owns  681,700 
shares  of  the  stock  at  a  cost  of  about 
$5  a  share  on  an  issue  that  is  currently 
trading  around  $23,  and  that  doesn't 
include  sizable  chunks  of  the  two  roy- 
alty trusts  that  have  been  spun  off 
from  the  parent. 

The  funds  and  Carret's  private  cus- 
tomers also  own  quite  a  lot  of  Handy 
&.  Harman.  The  Pioneer  Fund's  cost 
on  the  stock,  which  currently  trades 
around  $15,  is  less  than  $2.80  a  share. 
Phil  Carret  is  a  director  of  the  pre- 
cious-metals refiner.  A  plan  to  liqui- 
date the  company  fell  through  last 
year,  but  Carret  still  thinks  Handy  & 
Harman  is  a  buy,  partly  because  its 
inventory  of  gold  and  silver  appears 
undervalued  even  at  current  prices. 
Carret  has  solid  company  in  the  per- 
son of  Warren  Buffett,  who  owns 
about  17%  of  Handy  &.  Harman.  Car- 
ret, by  way  of  reciprocity,  is  long  on 
Buffett's  Berkshire  Hathaway.  Pio- 
neer 1 1  Fund  has  a  paper  gain  of  more 
than  $1  million  on  2,500  shares  of  BH 
that  cost  it  all  of  $116,000. 

Carret  and  Buffett  are  philosophical 
peas  in  the  pod.  They  are  stock  pick- 
ers whose  gospel  it  is  to  buy  basic 
value,  and  buy  it  cheap.  If  it  were  that 
easy,  of  course,  we  would  all  be  rich. 
The  elusive  element  is  judgment.  Phil 
Carret  gets  some  of  his  ideas  from 
friends  around  the  country  who  keep 
him  posted  on  small  companies  that 
look  good. 

Very  few  of  those  companies  are  the 
high-tech  swingers  found  on  almost 
every  computer  screen  in  Wall  Street. 
Yet  the  Carrets  have  been  doing  well 
with  off-beat  items  like  William  E. 
Wright  &.  Co.,  a  producer  of  ribbons 
and  dress  trimmings;  and  Church  & 
Dwight,  which  has  been  producing 
nothing  more  exciting  than  sodium 
bicarbonate  for  almost  140  years. 

Allen  Organ,  an  unsung  producer  of 
electronic  organs  located  in  Macun- 
gie,  Penna.,  is  a  typical  Carret  find: 
solid  earnings  power,  very  little  debt, 
quite  a  lot  of  cash  and  a  kicker  in  the 
form  of  some  major  patents  on  digital 
electronic  circuitry. 

As  a  stock  picker,  Phil  Carret 
doesn't  worry  much  about  the  vaga- 
ries of  the  market  as  a  whole.  "All 
markets  are  strange  and  complex,  and 
so  theoretically  we  pay  them  as  little 
attention  as  possible,"  he  says. 

That  can  be  a  mistake  sometimes. 


Carret  confesses  to  "being  stuck  with 
some  of  the  oils"  for  the  moment,  but 
thinks  they  will  ultimately  come 
back.  He's  not  saying  exactly  when,  of 
course,  and  has  no  objections  to  gath- 
ering rosebuds  while  yet  he  may.  Pio- 
neer recently  sold  off  about  half  its 
holdings  of  the  much-treasured 
Southland  Royalty  at  a  capital  gain  of 
about  $14.7  million — and  not  long 
after  bought  right  back  into  the  stock 
again  at  half  the  price  at  which  it  was 
sold.  There  have  also  been  sharp  drops 


in  a  number  of  other  important  pori 
folio  stocks  like  Federal  Natiom 
Mortgage  Association  and  Nort 
American  Philips.  That  doesn't  mea: 
too  much,  though,  to  a  man  who  ha 
seen  almost  every  major  bull  and  bea 
market  of  this  century  come  and  gc 
Phil  Carret  knows  how  tough  it  is  ti 
catch  tops  and  bottoms.  He  is  almos 
always  fully  invested.  "People  don* 
pay  us  to  manage  cash,"  he  says 
"There  is  one  basic  element  in  on 
style.  We  are  very  patient."  ■ 
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Statistical  Spotlight 


Dorit  knock  the  security  analysts.  Stock 
they  pick  really  do  tend  to  go  up — bui 
maybe  for  the  wrong  reasons. 
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By  Steve  Kictaen 


When  Lawrence  Tint,  vice 
president  of  Wilshire  Asso- 
ciates, a  Santa  Monica-based 
consulting  firm,  isn't  roaring  down 
the  Los  Angeles  freeways  in  his  Ma- 
serati  or  one  of  his  four  other  auto- 
mobiles, he's  likely  to  be  working  on 
his  pet  project.  Tint  runs  Wilshire's 
Opinion  Monitoring  Service,  which 
attempts  to  measure  the  ability  of  an- 
alysts to  anticipate  the  price  move- 
ment of  the  securities  they  follow.  In 
a  recently  concluded  study  he  found 
that  stocks  favored  by  research  spe- 


cialists do  better  than  those  the  pros 
don't  like. 

Does  this  prove  that  the  analysts 
know  their  stuff?  Not  necessarily.  It 
has  more  to  do  with  self-fulfilling 
prophecies.  Says  Tint,  "It  appears  that 
when  analysts  recommend  a  stock, 
the  institutions  move  it  into  their 
portfolios.  This  pushes  up  and  then 
supports  the  price." 

Since  early  last  year  Wilshire  Asso- 
ciates has  been  using  its  three  Prime 
computers  to  monitor  the  opinions  of 
200  bank  and  investment  company 
analysts  on  approximately  1,200  se 
curities.  Based  on  formulas  provided 


What's  in — and  out — of  favor 


These  ten  industry  groups  are  at  opposite  ends  of  the  Wilshire  Opinion 
Monitoring  Service.  The  number  indicates  how  analysts  feel  about  each 
sector,  ranked  on  a  scale  of  1  (strong  buy)  to  5  (strong  sell). 


Picks 

Pans 

Industry 

Rating 

Industry 

Rating 

Nonferrous  metals 

1.70 

Real  property 

3.11 

Energy  and  raw  materials 

2.38 

Business  services 

3.24 

Construction 

2.40 

Travel  and  recreation 

3.39 

Food  and  agriculture 

2.42 

Gold 

3.41 

Liquor 

2.47 

Conglomerates 

3.46 
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poi  y  the  analysts,  Wilshire  converts 
uy/sell  recommendations  for  each 
r  tock  into  a  number  ranging  from  1  to 
.  The  Is  are  strong  buy,  and  the  5s  are 
trong  sell. 
Tint's  study  tracked  approximate- 
400  stocks — those  with  six  or 
;  nore  analyst  opinions— during  1981. 
lach  day  he  calculated  the  average 
ating  and  split  his  sample  into  ten 
;ioups,  or  deciles,  ranked  by  degree 
i   >f  analyst  enthusiasm.  He  then  eval- 
uated   stock    performance    of  the 
proups  over  various  time  periods. 
MlVhat  did  he  find?  That  no  matter 
Bvhat  starting  and  ending  dates  he 
^Lsed,    the    performance  variations 
vere  significant.  Since  January  1981, 
or  example,  the  five  highest  ranked 
li groups  had  a  total  return  (assuming 
1  ! reinvestment  of  dividends)  of  4.8%. 
3y  contrast,  the  five  least  popular 
lieciles  declined  by  8.7%. 

Similar  though  less  dramatic  differ- 
ences exist  for  middle-ranked 
groups — stocks  in  which  there  is  not  a 
plearly  defined  consensus  to  buy  or 
l)sell.  In  some  cases  he  finds  stocks 
where  several  analysts  are  clustered 
;at  both  ends  of  the  buy-and-sell  spec- 
trum. But  it's  quite  unusual,  Tint 
says,  to  find  that  much  disagreement. 

Tint,  a  Wharton  graduate,  ap- 
proaches his  work  more  like  a  math- 
ematician than  a  stock  picker,  but 


through  the  data  he  draws  some  fasci- 
nating inferences  about  how  the  mar- 
ket works.  Initially,  he  thought  that 
stocks  toward  the  bottom  would  tend 
to  move  up  after  analysts  upgraded 
their  recommendations.  But  that 
doesn't  seem  to  happen.  Instead,  he 
found,  performance  correlates  more 
closely  with  enthusiasm.  Companies 
the  pros  like  go  up;  those  they  avoid 
go  down.  "This  implies  that  analysts 
are  influencing  the  market  more  than 
they  are  predicting  it,"  he  explains. 

Even  though  his  observations  cover 
a  limited  period,  Tint  also  draws  an 
interesting  conclusion  about  market 
timing.  Stocks  with  the  highest- 
ranked  analyst  recommendations 
tended  to  move  up  and  peak  at  the  end 
of  an  eight-month  period.  Tint's  inter- 
pretation: "After  about  that  much 
time  the  stock  may  no  longer  be  get- 
ting strong  buying  pressure  from  the 
institutions." 

Besides  generating  individual  senti- 
ment indexes  on  each  company,  Wil- 
shire also  creates  a  composite  figure 
for  the  overall  market.  Since  this 
number  comes  from  analysts'  esti- 
mates, it  ranges  between  1  and  5. 
Theoretically,  a  neutral  position 
should  be  3.  But  Tint  points  out  that 
analysts  are  more  prone  to  make  buy 
recommendations  than  sell  recom- 
mendations. So  far,  Wilshire's  overall 


sentiment  index  has  tended  to  fluctu- 
ate around  2.5,  indicating  a  slight 
bullish  feeling  among  analysts. 

With  only  1 7  months  of  data  to  look 
back  on,  it's  tough  to  put  that  in  per- 
spective, but  it  hardly  seems  like  an 
optimistic  figure.  Since  May,  howev- 
er, the  composite  figure  has  moved  to 
an  ailtime  low  of  2.82.  "A  possible 
sign,"  says  Tint,  "that  the  bullishness 
is  coming  out  of  the  market."  If  Tint's 
hypothesis  holds,  this  is  near-term 
bad  news  for  the  market. 

Tint  also  notes  that  it  is  not  at  all 
unusual  for  today's  favorites  to  be  last 
year's  losers.  This  helps  explain  the 
large  number  of  energy  issues  on  the 
current  lists  of  stocks  with  the  most 
favorable  consensus  ratings  that  begin 
on  page  193.  Close  to  the  top  is  Baker 
International,  a  manufacturer  of  oil- 
field tools  and  equipment.  Baker 
shows  a  total  return  of  -29%  for  the 
last  12  months,  but  now  the  analysts' 
chorus  says  it  is  time  to  buy. 

The  list  on  the  bottom  of  page  193 
contains  a  group  of  20  securities  with 
least  favorable  average  ratings — 
stocks  analysts  shun.  The  bottom  sec- 
tion in  particular  contains  several 
electric  utilities.  Many  of  these  com- 
panies have  been  in  the  best-perform- 
ing Wilshire  group  over  the  last  52 
weeks,  but  now  analysts  apparently 
expect  these  defensive  stocks  to  take 
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This  advertisement  appears  as  a  matter  o  f  record. 


1,231,051  Shares 

City  Investing  Company 

Common  Stock 


May  5.  1982 


[$1.25  Par  Value) 


We  received  these  shares  in  exchange  for  $43,825,000  aggregate  principal  amount  of  8% 
Subordinated  Debentures  Due  1991.  8V8%  Subordinated  Debentures  Due  1991. 
9%  Sinking  Fund  Debentures  Due  1996,  87/s%  Sinking  Fund  Debentures 
Due  1997  and  9Vs%  Sinking  Fund  Debentures  Due  1997. 


The  First  Boston  Corporation 


TIME 


Specter 
and  struggle. 

Defeat  and  disaster  seem  unable  to  exorcise  the 
specter  of  Communism  because  it's  a  system  designed 
not  to  serve  any  society,but  to  protect  its  own  power 

Assembling,  verifying  and  editing 
i  facts  are  really  only  half  the  job  of  a 
I  responsible  journalist.  The  other  half 
of  the  job  is  getting  inside  the  reader's  head, 
as  it  were:  anticipating  his  questions,  em- 
pathizing with  an  intelligent  appetite  for 
causes  carefully  traced  and  connections  well 
established. 

Recently,  TIME  addressed  itself  to  one 
of  the  most  persistent  questions  of  our  time: 
the  ability  of  Communism  to  maintain  its 
domination  of  more  than  a  third  of  the 
world's  people  despite  the  most  crippling 
defects  and  reversals. 

With  remarkable  dexterity,  TIME'S 
Diplomatic  Correspondent,  Strobe  Talbott, 
wrote  a  comprehensive  primer  on  Commu- 
nism: tracing  its  philosophical  and  historical 
roots;  interpreting  its  values  and  accomplish- 
ments-not  only  through  his  own  knowledge, 
but  through  the  comments  and  evaluations  of 
historians  and  political  theorists  of  many 
times  and  nations;  identifying  the  sources  of 
its  uncanny  strength;  and  establishing  the 
reasons  why,  although  Communism  is  itself 
in  danger,  it  is  still  dangerous. 

It  is  a  major  work  of  scholarship,  remark- 
able in  its  conciseness,  very  learned,  full  of  in- 
formation and  insight,  pre- 
sented with  an  easy  and  in- 
formed fluency  of  style  that 
is  a  delight  to  read.  Precisely 
the  kind  of  complete  com- 
munication that  persuades 
millions  more  people  to  read 
TIME  each  week  than  any 
other  news  magazine. 

More  goes  into  it 
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A  Special  Opportunity  To  Promote 
Your  Leadership  Position  In  The 
Energy  Field  To  Those  Who 
Own  And  Run  American  Business 


forb 
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XX  X 


The  Ener97 
Economy: 
Issues  For 
The  90s 


"The  Energy  Economy:  Issues  For  The  90s"  is  the  title  of  the 
upcoming  Forbes  Special  Advertising  Supplement  that  ex- 
amines the  outlook  for  a  secure  energy  future  and  highlights 
the  business  challenges  and  opportunities  to  be  considered 
by  top  executives  in  developing  business  strategies.  Appear- 
ing in  the  September  13,  1982  issue.  Closing  date  for  adver- 
tising: July  19.  Written  by  Cresap,  McCormick  and  Paget  Inc. 

For  more  information,  contact  Arnold  J.  Prives,  Director  of 
Advertising  Supplements,  Forbes  Magazine,  60  Fifth  Ave- 
nue, New  York,  NY  10011.  Tel:  (212)  620-2224.  —  - 

Forbes  . 

Capitalist  Tool 


Statistical  Spotlight 


:  backseat  in  a  more  dynamic  market. 
Tint,  who  has  spent  most  of  his  13- 
;ar  career  modeling  the  stock  mar- 


ket, readily  admits  that  if  analysts  are, 
indeed,  influencing  stock  prices,  his 
work  conflicts  with  Random  Walk 
theory.  "The  market  is  not  efficient  if 
the  analysts  can  push  it,"  he  explains. 
It's  very  simple,  really.  When  a 


stock  has  a  high  analyst  sentiment 
rating,  lots  of  money  managers  and 
investors  are  saying  good  things  about 
it.  On  Wall  Street,  just  as  everywhere 
else,  people  buy  what  the  salesmen 
are  pushing.  ■ 


The  consensus  on  Wall  Street 


The  40  stocks  below  are  at  the  extremes  of  the  1,200  issues 
covered  by  the  Wilshire  Opinion  Monitoring  Service.  The 
number  in  the  first  column  is  an  average  of  analysts' 
recommendations — ranked  on  a  scale  of  1  (buy)  to  5  (sell). 


The  second  column  indicates  the  level  of  agreement 
among  contributors.  The  lower  the  number,  the  greater 
the  consensus.  The  third  column  shows  how  sentiment 
has  changed  over  the  past  three  months. 


What  the  analysts  love 


-Analyst  rating- 


3~month 

Recent 

 Latest  12  month  

1  7-mnnrfi 

average 

variance 

change 

price 

EPS 

P/E 

Yield 

total  return 

NTatl  JWpH  Fntpmr/hp^lth  carp  sptvicps 

1.83 

0.98 

0.45 

15% 

$1.45 

11 

2.6% 

-31.59% 

Royal  Dutch  Petrol/oil 

1.83 

0.75 

-0.03 

36% 

8.20 

4 

7.1 

5.13 

Baker  Intl/oilfield  services 

1.88 

0.99 

0.13 

33  Vi 

4.10 

8 

2.7 

-  29.39 

Warner  Comm/entertainment 

1.88 

0.99 

0.29 

5478 

3.96 

14 

1.8 

14.55 

Dresser  Inds/oilfield  equipment 

2.00 

0.94 

0.27 

23% 

4.23 

6 

3.4 

-49.56 

Sedco/drilling 

2.00 

0.82 

0.56 

34 

3.34 

10 

1.3 

-  10.33 

Superior  Oil/oil 

2.00 

0.82 

0.25 

34 'A 

2.63 

13 

0.6 

-  19.81 

American  Express/finance 

2.10 

0.99 

0.21 

49  Vi 

5.64 

9 

4.4 

15.72 

Philip  Morris/tobacco 

2.10 

1.20 

0.21 

52% 

5.66 

9 

4.6 

5.70 

American  Standard/building  supplies 

2.14 

0.90 

-0.14 

27% 

4.07 

7 

8.0 

-27.62 

Eastern  Gas  &  Fuel/energy 

2.14 

1.21 

0.29 

207s 

2.55 

8 

5.8 

-  13.70 

Advanced  Micro-Dev/electronics 

2.17 

1.17 

0.17 

25  % 

0.55 

46 

-8.68 

Dover  Corp/machinery 

2.17 

0.75 

-0.29 

25  Vi 

2.83 

9 

2.6 

-  19.79 

First  Charter  Financial/finance 

2.17 

0.98 

0.55 

11% 

-2.53 

NM 

6.8 

-  33.40 

Pitney  Bowes/office  equipment 

2.17 

0.98 

0.00 

297s 

3.98 

8 

5.4 

-0.82 

Texas  Gas  Trans/gas  pipeline 

2.17 

0.98 

0.55 

27 

6.05 

4 

7.1 

-25.51 

Tenneco  Inc/oil 

2.22 

1.30 

-0.04 

28  "A 

5.38 

5 

9.2 

-  30.06 

Chase  Manhattan/banking 

2.25 

0.89 

0.11 

55% 

13.77 

4 

6.1 

22.93 

Joy  Manufacturing/machinery 

2.25 

0.89 

-0.36 

26'/2 

5.26 

5 

5.3 

-30.94 

Waste  Management/waste  management 

2.25 

1.28 

0.50 

31 

2.08 

15 

1.3 

-  14.04 

What  the  analysts  hate 


RR  Donnelley  &  Sons/publishing 

4.00 

0.71 

-0.67 

44% 

$4.25 

10 

3.2% 

17.92% 

Amax/natural  resources 

4.00 

0.82 

-0.33 

26 

2.08 

13 

2.3 

-48.25 

Cities  Service/oil 

3.83 

0.75 

-0.50 

36>/2 

2.93 

12 

4.4 

-25.26 

RH  Macy/retail 

3.71 

0.95 

-0.86 

33% 

3.75 

9 

3.0 

19.65 

Southern  Pacific/railroad  &  shipping 

3.67 

1.03 

-0.27 

33'/4 

5.41 

6 

7.8 

-28.05 

Owens-Illinois /packaging 

3.67 

0.82 

-0.10 

26% 

4.80 

6 

6.3 

-3.79 

Firestone/tire  &  rubber 

3.67 

0.82 

-0.17 

11 

1.02 

11 

5.5 

-4.62 

Ft  Howard  Paper/paper  products 

3.63 

1.06 

-0.44 

37% 

3.15 

12 

2.9 

11.48 

Millipore/filters 

3.60 

0.84 

-0.30 

21% 

2.03 

11 

1.7 

-38.77 

Yellow  Freight  Sys/trucking 

3.57 

0.79 

-0.17 

13  Vb 

1.26 

10 

6.4 

-23.87 

Williams  Cos/fertilizer 

3.57 

0.79 

-0.29 

20 

2.14 

9 

6.0 

-38.11 

Thiokol/aerospace,  spec  chemicals 

3.57 

1.13 

-0.24 

35  Vi 

3.24 

11 

3.1 

-  1.59 

Shell  Oil/oil 

3.50 

0.84 

-0.79 

37% 

5.46 

7 

4.8 

-7.11 

Middle  South  Utils/electric  utility 

3.50 

0.84 

-0.50 

13% 

2.47 

6 

12.0 

32.29 

LA  Land  &  Explor/oil  &  gas  production 

3.50 

0.55 

0.10 

307s 

2.86 

11 

5.8 

-  15.22 

Knight-Ridder/newspapers 

3.50 

0.93 

0.10 

33  % 

2.92 

11 

2.8 

-2.32 

Foxboro/electrical  equipment 

3.50 

1.38 

-0.33 

38  Vb 

3.92 

10 

2.7 

-0.81 

Assoc  Dry  Goods/retail 

3.50 

1.22 

-0.79 

33% 

4.17 

8 

5.4 

22.50 

Tymshare/computer  services 

3.44 

0.53 

-0.32 

20% 

1.05 

20 

0.0 

-  60.20 

Sterling  Drug/proprietary  drugs 

3.38 

1.19 

0.74 

24% 

2.22 

11 

4.4 

4.00 

NM:  Not  meaningful. 

Source:  Wilsf)ire  Associates 
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What  do  you  call  a  company 
with  a  22-year  record  of  increases  in 
earnings  per  share? 

SUN  AT 

When  looking  for  a  leader  in  energy,  energy 
services  and  resources,  it's  often  advisable  to  check 
beyond  a  company's  recent  performance. 

For  example,  has  the  company  shown  strong, 
consistent  growth  over  20,  10  or  even  5  years? 

Sonat  has.  We're  a  company  with  assets  and 
revenues  of  over  $2.6  billion.  Sonat's  earnings 
increased  18%  in  1981.  During  the  most  recent 
5-  and  10-year  periods,  earnings  per  share  grew  at 
16%  and  15%  respectively.  From  1959-1981,  earnings 
per  share  grew  at  a  compound  annual  rate  of  14%. 

We've  paid  a  dividend  every  year  for  the  past 
45  years.  Over  the  past  5  years,  the  dividend  rate 
has  grown  at  a  compound  annual  rate  of  19%, 
outpacing  inflation  by  over  9%. 

Today,  Sonat  Inc.  operations  across  the  U.S. 
and  overseas  include:  Southern  Natural  Gas, 
Sonat  Exploration,  Sonat  Offshore  Drilling, 
Sonat  Marine  and  Southern  Forest  Products. 

To  learn  still  more  about  us,  write:  Sonat  Inc., 
Corporate  Communications,  P.O.  Box  2563, 
Birmingham,  Alabama  35202.  Dept.  FB-6/7 
Telephone:  205/325-3800  or  212/344-7955. 
Ask  for  our  annual  report. 


Capital  Markets 


By  Ben  Weber  man 


\Tbink  of  intermediate-term  utilities  as 
\better  suited  for  long-term  investing,  and 
Treasury  bonds  for  trading. 


PERFECT  TENS 


easing  of  yield  by  1.25%  would  car- 
ry a  profit  of  13  points.  Even  though 
the  two-to-four-year  issues  show 
the  most  drastic  yield  change,  fall- 
ing 2.75%,  the  price  movement 
would  be  only  9.25  points.  By  con- 
trast, a  ten-year  note,  combining 
large  price  change  for  each  percent- 
age point  with  a  large  yield  change 
of  2. 15%,  would  bring  a  price  rise  of 
about  14  points. 

How  long  will  the  current  inter- 
est rate  decline,  which  started  last 
February,  continue?  Bond  investors 
are  deeply  divided  on  that  but 
broadly  agree  that  the  recession  and 
the  slowing  of  inflation  will  encour- 
age further  declines  of  yields  at  least 
into  the  first  half  of  1983.  The  yield 
curve  by  maturity  should  return  to  a 
more  normal  shape,  with  yields  ris- 
ing as  maturities  lengthen.  But  be- 
cause of  the  present  abnormality, 
it's  the  ten-year  notes  that  will  ex- 
perience the  greatest  price  gains. 

Not  everyone  is  as  convinced  as  I 
am  that  we  are  headed  for  a  long, 
secular  fall  of  rates.  Some  think  that 
the  economy  will  stop  and  go.  As 
business  picks  up,  inflation  will  re- 
heat and  rates  will  rise.  But  even 
bears  of  this  temper  are  buying  ten- 
year  bonds — for  a  trading  turn. 
Frank  Hoenemeyer,  vice  chairman 
and  chief  investment  officer  of  the 
Prudential  Insurance  Co.,  says  that 
the  insurance  giant  is  using  19%  of 
its  $5.7  billion  cash  flow  this  year  to 
buy  Treasuries  and  corporates.  (Vir- 
tually none  of  Pru's  new  cash  this 
year  will  go  into  fixed  income  pri- 
vate placements.)  Hoenemeyer's 
reasoning:  "We  think  rates  will  fall 
and  want  to  hold  longer-term 
bonds.  But  if  the  market  does  re- 
verse, we  want  to  be  able  to  sell  the 
bonds  and  take  a  trading  profit." 

Prudential  puts  greater  emphasis 
on  Treasury  issues  than  on  corpor- 
ates because  it  is  easier  to  buy  and 


1  The  best  opportunities  in  the  cap- 
ital markets  at  the  moment  are  cor- 
porate or  Treasury  notes  maturing 
in  ten  years.  These,  I  think,  carry 
the  biggest  profit  potential  over  the 
next  year  or  so,  and  possibly  for  the 
full  ten-year  term  of  each  issue.  I 
think  of  them— pace,  Bo  Derek — as 
"perfect  10s." 

It's  a  sign  of  these  peculiar  times 
for  fixed-income  securities.  Those 
who  are  bullish  on  bond  markets — 
expecting  lower  interest  rates  and 
higher  prices — normally  get  the  big- 
gest bang  for  their  investment  buck 
from  issues  with  the  longest  matu- 
rities. The  longer  the  maturity  the 
higher  the  yield  should  be,  and  the 
greater  the  price  move  if  interest 
rates  were  to  fall.  But  these  are  not 
"normal"  times.  The  current  yield 
on  a  one-year  U.S.  Treasury  issue  is 
about  13.50%,  13.75%  on  a  two-to- 
four-year  range,  13.65%  on  a  ten- 
year  maturity  and  13.25%  at  30 
years.  The  longest  maturity  does 
not  have  the  best  yield.  If  these 
yields  change  in  line  with  my  bull- 
ish expectations,  within  a  year  the 
one-year  Treasury  bills  will  be 
yielding  10.5%,  the  two-to-four- 
year  issues  11%,  the  ten-year  issues 
11.5%,  and  30-year  bonds  12%. 

The  fall  in  one-year  rates  of  3% 
would  bring  a  profit  in  price  of  3 
points.  At  the  longest  maturity,  the 

Ben  Webertnan  is  economics  editor  of 
Forbes  magazine. 


MONEY  &  INVESTMENTS 

sell  these  in  massive  amounts. 
Most  individuals  are  also  better  off 
investing  in  Treasury  securities. 
That 's  because  corporate  bond  trades 
of  less  than  $  1 00,000 — even  less  than 
$500,000 — are  considered  an  "odd 
lot"  with  a  substantial  premium 
charged  for  purchase  and  for  sale. 

Right  now,  most  traders  think 
corporate  bonds  are  "rich"  com- 
pared with  Treasury  issues.  The 
jargon  means  that  they  think  the 
yield  on  corporates  should  be  bigger 
than  it  is.  A  ten-year  electric  utility 
bond,  for  example,  yields  about  2% 
more  than  a  ten-year  Treasury  note 
in  today's  market.  The  difference 
has  been  as  wide  as  2.5%.  If  you 
agree  that  utility  bonds  are  a  bit  on 
the  rich  side,  think  of  them  as 
better  suited  for  long-term  holding 
and  Treasuries  as  more  suitable  for 
trading. 

Be  careful  selecting  an  electric 
utility  bond.  Outfits  that  generate 
their  power  with  coal  should  be  pre- 
ferred. Coal  is  not  much  more  ex- 
pensive than  nuclear  power  and 
much  less  expensive  than  oil,  even 
after  considerable  sums  are  spent  on 
emission  controls,  according  to  Ste- 
phen Bechtel  Jr.,  chairman  of  Bech- 
tel  Group,  Inc.,  the  multibillion- 
dollar  construction  company. 

Investors  in  electric  utility 
bonds — utility  stocks  as  well — 
must  also  keep  a  wary  eye  on  the 
effort  some  electric  utilities  are 
making  to  diversify.  If  utility  execu- 
tives are  no  dumber  than  the  man- 
agements of  most  conglomerates, 
there  is  no  clear  reason  to  think 
they  are  any  smarter.  Surely  some  of 
them  will  pay  too  much,  too  late, 
for  enterprises  about  which  a  utility 
management  knows  too  little. 

If  you  feel  up  to  it,  then,  buy  the 
ten-year  bond  of  an  electric  utility 
dependent  heavily  on  coal  power 
and  not  going  too  deeply  into  diver- 
sification. Before  you  do,  though, 
keep  in  mind  two  other  possible 
drawbacks:  1)  Most  of  these  ten- 
year  issues  may  be  called  for  re- 
demption after  the  first  five  years  if 
interest  rates  have  plunged  and  2)  if 
it  is  necessary  to  raise  cash  before 
maturity,  they  may  have  to  be  sold 
at  a  discount  from  the  going  market. 

Some  mutual  funds  are  now  spe- 
cializing in  intermediate-term  util- 
ity and  industrial  corporate  bonds. 
They  also  provide  a  viable  trading 
vehicle  for  the  smaller  investor.  3 
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Stock  Comment 


Once  yields  on  T  bills,  bank  CDs,  etc. 
decline  to  10%  or  so,  investors  will  find 
stocks  relatively  more  attractive. 

DISINFLATION 
ISN'T  FUN 


By  Heinz  0.  Biel 


To  the  great  majority  of  the  people 
who  run  the  affairs  of  this  country 
today,  disinflation  is  a  new  experi- 
ence, and  it  is  not  a  pleasant  one. 
They  may  remember  vaguely  the 
boom  and  crash  of  1929  and  the 
Great  Depression  of  the  Thirties, 
but  that  is  past  history.  All  they 
know  is  that  since  World  War  II  we 
have  lived  in  an  economic  climate 
of  inflation,  an  inflation  that  was 
moderate  at  times  and  virulent  at 
others.  After  four  decades  of  that,  it 
is  difficult  to  imagine  that  it  also 
could  be  otherwise. 

Inflation  is  evil,  of  course,  as  ev- 
erybody who  is  anybody  will  pro- 
claim time  and  again.  But  don't  take 
such  economic  righteousness  seri- 
ously. Inflation  has  an  undeniably 
stimulating  effect,  like  a  couple  of 
drinks  before  dinner,  and  most  peo- 
ple love  it.  Yet,  like  alcohol,  infla- 
tion is  addictive,  and  that  is  what 
has  happened  to  us.  We  have  come 
to  live  with  it  at  an  ever-rising  pace 
for  so  long  that  even  just  a  lessening 
of  the  inflation  rate  is  causing  seri- 
ous withdrawal  pains. 

We  are  now  at  that  stage,  and  it  is 
hurting.  Politicians  learn  that  they 
can  no  longer  rely  on  "bracket 
creep"  to  balance  then  '-udgets  or 
lighten  the  cost  of  servicing  debts. 
The  businessman  also  finds  out  that 
he  can  no  longer  depend  on  con- 
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stantly  rising  prices  to  avoid  inven- 
tory losses  and  to  produce  record 
sales  and  record  earnings  year  after 
year,  even  though  there  is  no  real 
growth.  Leveraging  a  company's 
capital  structure  seemed  the  smart 
thing  to  do  in  recent  years.  Today  it 
has  become  a  millstone  that  is 
threatening  the  existence  of  former- 
ly proud  corporations,  fust  look  at 
that  steady  stream  of  debt  quality 
rating  reductions  by  Moody's  and 
Standard  &  Poor's. 

Even  labor  leaders  have  come  to 
realize  that  the  times  of  easy  wage 
hikes,  made  possible  by  inflation, 
may  be  coming  to  an  end.  Unfortu- 
nately, so  far  this  is  the  case  only  in 
industries  where  competition  and 
buyers'  resistance  are  causing  se- 
vere unemployment.  In  other  sec- 
tors, like  the  transit  workers  in 
New  York,  for  instance,  excessive 
wage  demands  continue  to  create 
such  social  problems  as  the  pros- 
pect of  a  $1.25  subway  fare. 

Sobering  up  is  decidedly  less  fun 
than  living  on  a  continuous  binge, 
but  we  have  no  choice  but  to  go 
through  with  it  in  order  to  avoid  the 
otherwise  inevitable  breakdown  of 
our  social,  political  and  economic 
structure.  I  think  the  country  owes 
a  debt  of  gratitude  to  President  Rea- 
gan and  Fed  Chairman  Volcker  for 
persevering  in  their  anti-inflation 
policy,  and  we  must  hope  that  they 
can  withstand  the  pressures  to  use 
artificial  stimulants  to  bring  about 
an  earlier  end  to  the  recession.  It 
was,  after  all,  excessive  use  of  such 
stimulants  that  got  us  into  this 
mess  in  the  first  place. 

There  are  no  signs  as  yet  that  the 
recession  has  bottomed.  The  official 
unemployment  rate,  while  of  ques- 
tionable validity,  is  at  the  highest 
level  in  four  decades.  The  index  of 
leading  indicators  remains  negative. 
Business  economists  are  pessimis- 
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tic.  Only  the  Administration  people 
and  their  economists  are  hopeful. 
But  what  else  would  you  expect? 
Corporate  managements  see  no 
pickup  in  sales  or  orders.  In  brief,  it 
is  still  a  rather  dismal  picture. 

Disregarding  all  this  bleakness, 
the  stock  market  has  enjoyed  a  good 
advance  for  more  than  two  months. 
Why?  One  reason  is  that  stocks 
usually  start  moving  up  several 
months  before  you  can  see  the  pro- 
verbial light  at  the  end  of  the  tun- 
nel. It  is  difficult  to  argue  with  that 
one.  Another  reason,  I  think,  is  the 
growing  hope  that  "disinflation" 
will  work  and  that  a  far  more  toler- 
able inflation  rate  may  prevail  for  an 
extended  period.  Once  we  gain  con- 
fidence that  this  is  a  likely  prospect, 
even  long-term  interest  rates  may 
ease  a  little  more  than  has  been  the 
case  so  far,  and  this  would  be  by  far 
the  best  stimulant  we  could  want  to 
move  our  economy  forward  again. 

Although  trading  volume  has 
been  huge  so  far  this  year,  brokers 
say  that  the  public  isn't  in  the  mar- 
ket yet.  This  is  not  surprising,  be- 
cause the  nonprofessional  investor 
usually  doesn't  get  bullish  until  the 
economic  scene  once  again  looks 
rosy — and  by  that  time  the  new  bull 
market  may  be  halfway  over.  De- 
fensive stocks,  such  as  utilities, 
consumer  goods  and  the  like,  have 
had  a  strong  rise  already  and  no 
longer  offer  substantial  capital  gains 
prospects.  The  stock  buyer  should 
concentrate  on  high-quality  stocks 
in  the  deeply  depressed,  unpopular 
groups  and  disregard  the  miserable 
earnings  for  the  first  half  of  1982. 

A  couple  of  months  ago  I  had 
some  kind  words  on  energy-related 
stocks.  Unloved  and  unwanted  by 
the  institutions,  they  were  scraping 
bottom  at  the  time.  Now  that  the 
so-called  oil  glut  seems  to  be  abat- 
ing, because  of  the  apparent  ability 
of  the  Saudis  to  put  an  effective 
floor  under  the  price  of  crude,  inter- 
est in  this  group  shows  signs  of  re- 
viving. Although  some  stocks  al- 
ready have  enjoyed  a  fairly  good  re- 
covery [viz.  Standard  Oil  of  Indiana 
or  Schlumberger),  they  are  still  at- 
tractive. Don't  forget  that  Du  Pont, 
Allied  Corp.  and  U.S.  Steel  are  also 
strongly  energy-related.  The  cycli- 
cally of  their  basic  business  hit 
these  stocks  with  a  double  wham- 
my;  the  price  recovery  of  the  shares 
has  been  minimal  so  far.  ■ 
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Value  Line  Pinpoints.. 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 


long  the  1700  stocks  under  intensive  year-round  review  by 
lue  Line's  70  research  specialists,  only  135  now  offer  this 
mbination:  (Value  Line  4/9/82) 

Each  of  these  stocks  is  now  accorded  a  superior  rank  (Group 
1  or  2)  by  Value  Line  for  Probable  Market  Performance  in  the 
next  12  months.  This  means  we  think  they  will  give  stronger 
price  performance  than  the  average  of  all  1 700  stocks  no  mat- 
ter which  way  the  market  goes  during  the  year  ahead. 
Each  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
Line  for  Safety.  The  Safety  rank  is  based  on  the  stock's  price 
stability  and  the  company's  financial  strength  (each  of  which 
is  also  ranked  separately). 

the  opinion  of  Value  Line  research,  this  handful  of  stocks  offers 
/estors  some  of  the  best  opportunities  to  capitalize  on  a  rising 
iarket  in  1982  and— ar  the  same  time— retain  superior  protection 
the  event  of  a  general  decline. 

Jpdated  Every  Week 

l/ery  week  Value  Line's  regular  Summary  &  Index  presents  up- 
l  -date  ratings  of  EACH  of  1700  stocks  relative  to  all  others,  as 
Hows  . . . 

Rank  for  Relative  Probable  Price  Performance  in  the  Next  12 
Months— ranging  from  1  (Highest)  down  to  5  (Lowest). 
Rank  for  Investment  Safety  (from  1  down  to  5). 
Estimated  yield  in  the  Next  12  Months  (100  stocks  offer  yields 
of  11.9%  and  up— Value  Line  4/9/82). 
Estimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years- 
showing  the  future  "target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are  in  the  320%  to  635% 
range— Value  Line  4/9/82.) 

Current  price  and  P/E,  plus  estimated  annual  earnings  and 
dividends  in  current  12  months.  Also  the  stock's  Beta. 
Very  latest  available  quarterly  earnings  results,  and  estimated 
quarterly  earnings  twelve  months  in  advance,  and  dividends, 
together  with  year-earlier  comparisons. 

addition,  each  of  the  1 700  stocks  is  the  subject  of  a  comprehen- 
ve  new  full-page  Rating  &  Report  at  least  once  every  three 
onths— including  22  series  of  vital  financial  and  operating 
atistics  going  back  15  years  and  estimated  3  to  5  years  into  the 
ture. 

SPECIAL  OFFER 

f  no  member  of  your  household  has  had  a  subscription  to  Value 
ine  in  the  last  two  years,  you  can  now  receive  the  complete  Value 
.ine  Investment  Survey  for  the  next  10  weeks  for  only  $33  (about 
lalf  the  regular  rate).  We  make  this  special  offer  because  we  have 
ound  that  a  high  percentage  of  those  who  try  Value  Line  for  a 
ihort  period  stay  with  it  on  a  long-term  basis.  The  increased  cir- 
:ulation  enables  us  to  provide  this  service  for  far  less  than  would 
lave  to  be  charged  our  long-term  subscribers  were  their  number 
smaller.  Your  trial  will  include  the  following: 

EVERY  WEEK  a  new  SUMMARY  &  INDEX  section  (40  pages) . . . 

showing  the  current  ratings  of  1700  stocks  for  future  relative  Price 
Performance  and  Safety— together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS  section  (144  pages) 

I . .  with  full-page  analyses  of  about  130  stocks.  During  the  course 
of  every  13  weeks,  new  full-page  reports  like  this  are  issued  on  all 
1700  stocks,  replacing  and  updating  the  previous  reports  which 
will  be  sent  to  you  already  filed  in  your  binder  as  a  bonus.  Filing 
takes  less  than  a  minute  a  week.  All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 


EVERY  WEEK  a  new  SELECTION  &  OPINION  section  . . .  with  a 
detailed  analysis  of  an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  including  the  Value  Line  Com- 
posite Average  of  more  than  1700  stocks. 

Plus  This  Bonus... 

Value  Line's  complete  2000-page 
Investors  Reference  Service,  with  our 
latest  full-page  reports  on  all  stocks  under 
review— fully  indexed  for  your  immediate 
reference— to  be  updated  by  new  reports 
sent  weekly. 

And  This  Bonus,  Too.. 


The  96-page  booklet,  "Evaluating  Com- 
mon Stocks,"  which  explains  how  even 
inexperienced  investors  can  apply  thou- 
sands of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only 
two  unequivocal  ratings,  one  for 
Timeliness  (Performance  in  the  next  12 
months),  the  other  for  Safety. 


Value  Line  Methods 
of 

Evaluating 
Common 
Stocks 


Money-Back  Guarantee 

You  take  no  risk  in  accepting  this  special  offer.  If  you  are  not 
completely  satisfied  with  The  Value  Line  Investment  Survey,  just 
return  the  material  you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 


CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  day)  a  week. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

ARNOLD  BERNHARD  &  CO  INC  711  THIRD  AVE  NEW  YORK  N  Y  10017 

Department:  216B07 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $33  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for  $330  and  send  me 
the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  an- 
nual subscription. 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 
given  to  you  when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year. 

□  My  payment  is  enclosed.  □  Please  charge  to:  □  American  Exp. 

□  Master  Card  □  Visa  Expiration  Date  

Account  #  

This  subscription  is  tax-deductible  and  non-assignable. 

(N.Y.  residents  add  sales  tax.) 


Signature 

Name  . 

Address 

Apt.  No. 

City 

State 

Zip 
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Even  if  corporate  earnings  remain  flat  for 
several  quarters,  stock  prices  should  rise. 

COUNTDOWN  TO 
JULY  1 


By  Ann  C.  Brown 


Open  your  wallets  and  purses, 
America.  It's  only  a  matter  of  days 
now  before  you  start  receiving  your 
share  of  the  billions  of  dollars  in  tax 
cuts  and  increased  Social  Security 
benefits.  This  assumes,  of  course, 
that  Congress  doesn't  suddenly  de- 
cide to  repeal  the  former  and  freeze 
the  latter — both  actions  that  seem 
highly  unlikely  in  an  election 
year — particularly  this  election  year, 
when  the  country  is  trying  to  claw 
its  way  out  of  a  recession.  What  you 
decide  to  do  with  your  newfound 
riches  could  have  a  substantial  im- 
pact on  the  economy,  not  to  men- 
tion the  future  of  supply-side  theo- 
rists and  politicians,  including  the 
biggest  supply-side  booster  of  them 
all — Ronald  Reagan. 

Basically,  there  are  three  things 
you  could  do  with  your  midyear 
mad  money.  You  could  spend  it,  and 
a  lot  of  economists  are  betting  that 
this  is  exactly  what  you  are  going  to 
do.  If  they  are  correct,  then  the 
economy  will  get  an  instant  hype. 
Since  inventories  are  relatively  low, 
plant  utilization  will  increase, 
workers  will  work  longer  hours  and 
before  long  the  laid-off  will  be  re- 
hired or  new  labor  added. 

Or  you  may  choose  to  use  your 
money  to  reduce  some  of  the  debt 
you  took  on  during  those  buy-buy 
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years  of  soaring  inflation.  At  that 
time  it  made  sense  to  borrow  when 
it  appeared  certain  that  the  value  of 
whatever  you  bought  would  have 
no  place  to  go  but  up.  However,  the 
current  disinflation  no  longer 
makes  this  true,  and  almost  every 
hard  asset,  from  real  estate  to  gold 
and  collectibles,  appears  to  be  de- 
preciating— or  at  least  not  appreci- 
ating anywhere  near  the  high  inter- 
est rates  you  are  paying  on  your 
borrowed  funds.  If  you  start  paying 
back  what  you  owe  on  what  you 
have  already  purchased,  this  won't 
do  much  to  spur  sales  and  reduce 
unemployment  over  the  near  term. 
However,  over  the  longer  term  it 
does,  since  repayment  of  debt  helps 
to  lower  interest  rates  and  sets  the 
stage  for  renewed  spending. 

Or  you  may  decide  to  invest  the 
extra  money  you  receive  directly  in 
one  of  the  many  instruments  for 
doing  so,  such  as  the  individual  re- 
tirement accounts,  All  Savers  certif- 
icates, money  market  funds,  bank 
savings  plans  or  even  stocks  and 
bonds.  Direct  saving  has  about  the 
same  effect  on  the  economy  as  re- 
ducing indebtedness  in  that  it  helps 
lower  interest  rates,  which,  sooner 
or  later,  will  induce  someone  to  be- 
gin borrowing  again. 

While  some  people  will  spend, 
my  own  personal  guess  is  that  ini- 
tially more  money  will  be  used  to 
reduce  debt  or  will  be  saved  direct- 
ly. The  savings  rate  is  still  low, 
when  compared  with  previous  re- 
cessions, and  neither  the  Adminis- 
tration nor  the  Federal  Reserve 
shows  signs  of  panicking  back  to 
instant  reflation.  Both  already  have 
taken  some  very  heavy  heat  for  the 
high  unemployment  rate,  the  in- 
creasing number  of  bankruptcies, 
forced  mergers  and  cases  of  indi- 
vidual hardship,  and  I  don't  think 
they  are  about  to  change  course 


abruptly  now  that  they  have  infla- 
tion on  the  run. 

Several  months  ago  I  coined  the 
phrase  "grinding  gradualism"  to  de- 
scribe how  I  thought  we  would  re- 
cover from  our  current  economic 
distress.  I  continue  to  believe  it. 
There  will  be  no  quick  fix  this  time 
around.  What  this  means  for  the 
stock  market  is  not  much  improve- 
ment in  corporate  earnings  over  the 
next  few  quarters,  as  both  business 
and  consumers  get  adjusted  to  the 
new  order  of  things.  However,  even 
though  corporate  earnings  may  be 
fairly  blah,  stock  multiples  should 
rise  and  with  them  stock  prices. 

In  selecting  stocks  these  days,  it 
makes  sense  to  look  first  at  compa- 
nies that  are  selling  below  their  av- 
erage historical  multiples.  Among 
these  are  certain  well-managed  oil- 
service  companies,  which  I  contin- 
ue to  like  in  direct  proportion  to  my 
dislike  of  the  dismal  prospects  in 
the  Middle  East.  For  example:  Halli- 
burton (36),  selling  at  less  than  6 
times  its  estimated  earnings  of 
$6.50  per  share  for  1982  and  $7.50 
per  share  for  1983.  Under  more  nor- 
mal conditions,  Halliburton  sells 
between  10  and  14  times  earnings, 
which  would  suggest  considerable 
upside  possibilities,  especially  if  the 
"glut"  evaporates  more  rapidly  than 
most  people  expect. 

The  same  goes  for  NL  Industries 
(26),  which,  like  Halliburton,  got 
caught  in  the  "we're-never-going-to- 
drill-for-oil-or-gas-again"  syndrome  j 
that  swept  the  market  during  the 
first  quarter  this  year.  Analysts  have 
been  revising  all  oil-service-stock 
earnings  downward,  and  for  NL  In- 
dustries they  now  project  $5.40  per 
share  for  1 982  and  $6.10  per  share  for 
1983.  Since  the  company's  P/E  ratio 
usually  averages  around  9  (it  is  now 
5),  here,  too,  you  have  an  opportuni- 
ty on  the  upside  with  seemingly 
minimal  downside  risk. 

Completing  the  trio  of  current 
ugly  ducklings  with  swanlike  po- 
tential is  Hughes  Tool  (27).  At  its 
present  price  the  company  is  selling 
at  about  5  times  its  estimated  1982 
earnings  of  $5.25  per  share  ($5.75 
next  year).  Over  the  past  eight  years, 
Hughes  Tool's  lowest  average  annual 
P/E  ratio  was  7Vi.  Even  if  it  gets 
back  only  to  its  lowest  P/E,  you 
could  have  a  nice  gain,  assuming 
the  earnings  estimates  are  reason- 
ably accurate.  ■ 
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fNNYWHISTLE: 

NTUNE 

SMITH  A  MILLION  KIDS 

She  Pennywhistle  Press  talks  up  to 
>ds  and  the  kids  talk  back.  A  girl,  11, 
;ks  how  to  avoid  a  bully  at  the  bus 
iop.  Another,  12,  writes  about  her 
ivorite  book.  A  boy,  8,  sends  a 
I  cture  of  his  pet  fish.  And  hundreds 
iter  a  limerick  contest. 

For  these  children  and  more  than 
million  others  from  coast  to  coast, 
le  Pennywhistle  Press  weekly 
jpplement  to  their  Gannett  news- 
apers  is  a  new-found  friend,  build- 
lg  the  newspaper-reading  habit  for 
le  leaders  of  tomorrow. 

Pennywhistle  teaches  as  it  enter- 


tains, offering  news  of  national 
events,  hobbies,  sports,  television 
and  careers  in  a  style  that  talks  up 
to  its  downsize  readers  who  range 
from  four  to  12  years  of  age.  For  the 
youngest,  there  are  jokes,  riddles, 
hidden  pictures  and  mazes. 

The  response  from  the  kids  and 
their  parents  has  been  tremendous. 
More  than  15,000  have  written  with 
questions,  suggestions  and  com- 
ments. As  one  11-year-old  from 
Delaware  put  it,  "I  feel  grown-up 
and  important  because  I  have  my 
own  section.  Never  stop,  please!' 
A  mother  in  New  York  added,  "It's 
a  breath  of  fresh  air  to  see  children 
treated  with  respect!' 

Pennywhistle  is  also  finding  its 
way  into  the  classroom  as  a  teach- 
ing tool  for  children  from  kindergar- 
ten to  the  sixth  grade,  from  those 
with  learning  disabilities  to  classes 
for  the  gifted.  "I  was  so  taken  by 
your  Pennywhistle  Press  that  I  have 


made  it  a  regular  part  cf  the  class',' 
wrote  a  teacher  from  New  Jersey. 

In  school  and  in  the  home, 
Pennywhistle  instills  in  children  an 
appreciation  of  the  freedom  to 
know.  At  Gannett  we  believe  that 
the  freedom  of  children  to  read,  be 
informed  and  entertained  is  as  real 
as  their  parents!  And  Pennywhistle 
Press  brings  that  freedom  to  more 
than  a  million  of  tomorrow's  adults 
each  week. 

For  more  information  about 
Gannett,  write:  Gannett  Co.,  Inc.; 
Corporate  Communications;  Lincoln 
Tower;  Rochester,  N.Y  14604,  or 
call  (716)  546-8600. 
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GROWTH  FUND  GUIDE  is  a  service  that  tells 
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what  are  believed  to  be  the  nation's  top  NO-LOAD 
(nr>  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Ca  h  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO  LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $2  OFFER  fs 

will  bring  you  immediately  by  return  mail 

Our  current  issue  Reg.  $7.50 

+  Bonus  report  No  Load  vs.  Load  Reg.  $4.00 

Simply  mail  this  ad  and  $2  to 

GROWTH  FUND  RESEARCH,  INC. 

Growth  Fund  Research  Bldg. 


Yreka,  Calif.  96097 


cfloWTH 


11 1 1  1 1 1 
Ml'  1  I  I  • 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  EUNDS 


Tick, 
Tick, 
Tick. 


Imagine  living  with  a 
potential  time  bomb  inside 
you  That's  exactly  what 
it's  like  for  the  thousands 
of  sons  and  daughters 
of  Huntington's  Disease 
victims. 

Give  generously  to 
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Disease  Association. 


128A  East  74  Street 
™  New  York,  NY  10021 


sfwcp  roninbuieO  by  publisher 


III  M8DELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
* AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310, 


By  Ashby  Bladen 


Observations 


The  battle  is  on  between  those  who  wouldl 
have  the  crisis  how  and  those  who  would\ 
postpone  it  and  risk  renewed  inflation. 

ON  THE  HORNS 
OF  A  DILEMMA 


rather  than  in  additional  financial 
claims.  The  International  Monetary 
Fund  has  already  reached  that  stage 
with  respect  to  some  of  the  least 
creditworthy  underdeveloped  coun- 
tries, and  it  looks  as  though  the 
breakdown  of  the  Polish  economy 
marked  the  onset  of  a  financial  cri- 
sis for  the  Communist  bloc  as  a 
whole.  Finally,  the  Falkland  Islands 
crisis  may  have  done  the  same  thing 
for  the  weaker  Latin  American  cred- 
its. The  Argentine  generals  may  yet 
learn  that  it  is  generally  not  a  good 
idea  to  go  to  war  with  your  banker. 

In  the  international  sphere  we 
see  the  same  struggle  between  the 
inflation-breakers  and  the  trouble- 
postponers  that  we  have  in  the  U.S. 
Take  the  argument  about  creating 
more  Special  Drawing  Rights  on 
the  International  Monetary  Fund. 
This  is  a  technique  for  creating  in- 
ternational purchasing  power  out  of 
thin  air,  and  it  is  every  bit  as  infla- 
tionary as  excessive  domestic  cred- 
it expansion. 

In  the  U.S.  the  main  battle  will  be 
fought  over  using  the  national  cred- 
it to  subsidize  home  buyers  and 
builders,  and  the  initial  skirmishes 
are  happening  right  now  in  Con- 
gress and  in  the  news  media. 

Both  the  domestic  American  and 
international  environments  have 
now  turned  severely  deflationary, 
and  the  persistence  of  high  interest 
rates  can  only  add  to  the  pressure. 
Both  the  inflation-breakers  and  the 
pain-postponers  can  agree  that  it 
would  be  highly  desirable  for  long- 
term  interest  rates  on  good  security 
to  decline  substantially,  and  that 
the  key  to  doing  that  is  getting 
them  down  in  the  U.S.  But  for  all 
the  railing  at  the  Fed,  the  blunt  fact 
is  that  the  monetary  authorities 
have  lost  control  over  long-term 
interest  rates  in  this  country.  To 
see  why,  let's  take  a  quick  look  at 


The  financial  crisis  has  moved  to 
the  political  arena.  On  the  one  side 
are  those  who  advocate  letting  the 
bankruptcies  and  financial  losses 
proceed  in  the  hope  that  the  pain 
will  restore  the  country  to  lasting 
prudence  with  respect  to  borrowing 
and  lending.  On  the  other  side  are 
those  who  want  the  government  to 
step  in  and  save  us  all  from  the  pain. 
Using  its  strong  credit,  the  govern- 
ment can  do  it — for  a  while.  But  the 
price  will  be  more — and  probably 
worse — inflation. 

Readers  know  my  views:  1)  that 
inflation  is  caused  simply  by  an  ex- 
cessive rate  of  debt  formation;  and 
2)  that  after  the  inflationary  overex- 
pansion  of  debts  has  gone  on  long 
enough,  it  produces  an  increasing 
tendency  for  deflationary  financial 
crises  to  break  out  as  overextended 
borrowers  are  forced  to  sell  their 
assets  for  whatever  they  will  bring, 
in  order  to  pay  down  their  most 
pressing  debts. 

We  have  now  reached  the  point  at 
which  crises  are  breaking  out  all 
over  the  place.  And  not  just  at 
home.  The  overexpansion  of  credit 
reaches  the  crisis  stage  when  lend- 
ers begin  to  doubt  the  creditworthi- 
ness of  their  debtors  and  to  press  for 
payment  in  real  goods  and  services 

Ashby  Bladen  is  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 
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ur  national  financial  record. 
During  the  first  decade  of  inde- 
endence,  the  fledgling  U.S.  experi- 
enced hyperinflation,  national  gov- 
ernment default  and  interest  rates 
:hat  were  high  even  by  today's  stan- 
dards. The  main  reason  we  survived 
s  that  we  were  primarily  a  nation  of 
subsistence  farmers  who  didn't  use 
much  cash.  Then,  at  about  the  same 
time  that  the  Constitution  straight- 
ned  out  our  political  affairs,  Alex- 
ander Hamilton  straightened  out 
our  financial  affairs  by  redeeming 
the  defaulted  war  bonds  and  the 
worthless  Continental  currency  at  1 
icent  on  the  dollar.  After  that  the 
federal  government  pursued  general- 
ly sound  and  responsible  financial 
policies  for  140  years.  True,  there 
were  occasional  shenanigans  at  the 
state  and  corporate  levels,  but 
throughout  that  period  interest  rates 
on  good  security  remained  within  a 
range  of  3%  to  6%  because  the  peo- 
'.  pie  trusted  their  government  and 
their  currency. 

During  the  last  half  century  our 
political  system  has  increasingly 
abused  that  confidence,  to  the  point 
where  it  is  now  dangerously  im- 
paired. And  the  basic  problem  has 
been  compounded  by  the  lack  of  an 
accurate  theoretical  understanding 
of  the  consequences  of  abusing  it. 
For  example,  economists  today  tell 
us  that  a  national  government  defi- 
cit need  not  be  inflationary  as  long 
as  it  is  financed  by  genuine  savings, 
not  by  the  Fed's  making  loans  to  the 
banks  so  that  they  can  buy  the  gov- 
ernment's bonds.  In  my  view  that  is 
just  plain  wrong.  The  Fed  will  al- 
ways support  the  government  bond 
market  at  some  level,  and  so  the 
inflationary  overexpansion  of  credit 
will  happen  sooner  or  later,  as  long 
as  the  American  government  is  run- 
ning a  huge  deficit.  So  long,  too,  will 
the  financial  markets  remain  turbu- 
lent, and  the  fact  that  an  otherwise 
conservative  President  is  presiding 
over  the  deficit  only  adds  to  the 
confusion.  We  have  possibly  seen 
the  peak  in  yields  on  best  security, 
but  bond  yields  will  not  decline  sub- 
stantially until  the  budget  impasse 
is  decisively  broken.  After  that  it 
will  take  many  years  of  responsible 
policies  to  restore  that  historically 
normal  range  of  3%  to  6%.  We  are 
in  for  painful  times,  and  the  pro- 
posed painkillers  will  only  make 
the  fever  worse.  ■ 
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Choose  your  weapon 


against  cancer.  It  strikes  people  every- 
where regardless  of  age,  sex  or  sta- 
tion in  life.  You  may  decide  to 
ignore  this  depressing  fact 

Or  you  may  choose  to  join  the 
fight  against  cancer  by  helping  us 
wield  the  most  potent  weapon  against 
it— the  Sword  of  Hope  of  the 
American  Cancer  Society. 

Your  help  will  enable  us  to  do 
more  research,  provide  more  public 
education  and  improve  the  quality  of 
life  of  cancer  patients. 

You  can  make  a  Gift  of  Securities 
(stocks  and/or  bonds). . . create  a  life- 


time income  for  yourself  or  your 
heirs  by  participating  in  the  Pooled 
Income  Fund . . .  create  an  annuity . . . 
make  the  ACS  a  beneficiary  in  a 
life  insurance  policy. .  .or  include  the 
ACS  in  your  will. 

The  choice  is  yours.  Join  us  in  the 
fight  against  cancer.  For  further 
information,  call  your  local  ACS 
Unit  or  write  to  the  Crusade 
Department  of  the  American  Cancer 
Society,  777  Third  Avenue, 
New  York,  NY.  10017. 

american  cancer  society 


This  space  contributed  by  the  publisher  as  a  public  service. 
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Drock  Exploration  Corporation 
231  Carondelet  St.  •  Fifth  Floor 
New  Orleans,  LA  70130 
(504)  586-1815 


Get  Stocked 
for  the  Ws. 

Where  are  the  realistic  financial 
values  for  the  unpredictable  dec- 
ade ahead?  We  at  Penn  Square 
feel  the  answer  is  a  diversity 
of  fundamentally  undervalued 
common  stocks,  not  in  second- 
guessing  market  cycles. 

Explore  our  objectives.  Penn 
Square  Mutual  Fund  may  be  the 
answer  you're  looking  for. 

For  more  complete  information,  including 
management  charges  and  expenses,  write  or  call 
us  for  our  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money 

800/523-8440 

In  Pr\  call  collect  215/376-6771 


Penn  Square  Mutual  Fund 

5th  &  Washington  Sts .  PO  Box  1 4 1 9,  Reading,  Pa  1 9603  | 
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Commodities 


Belly  prices  are  probably  unsustainable 
at  the  current  level  Nimble  traders 
should  be  able  to  profit  from  this. 

HALVING  THE  RISK 


By  Stanley  W.  Angrist 


Ah,  you  lucky  readers,  do  I  have 
good  news  for  you!  Today  I  will  save 
you  the  transportation  costs  to  Ve- 
gas or  Atlantic  City.  I  am  going  to 
explore  the  potential  action  in  the 
belly  market,  which  for  sheer  ex- 
citement still  can't  be  beat.  It  is  still 
the  commodity  most  likely  to  hit 
its  upper  price  limit  and  lower  price 
limit  in  the  same  day.  And  that  adds 
up  to  a  seven-Turns  day  any  way 
you  slice  it. 

Belly  prices  have  been  making  a 
steady  climb  since  December,  when 
the  August  contract  was  selling  for 
under  53  cents  per  pound;  it  now 
sells  for  over  85  cents.  That's  a 
change  of  more  than  $12,000  per 
contract.  Not  that  the  climb  has 
been  totally  without  interruption. 
There  have  been  adverse  price 
movements  of  as  much  as  7  cents 
per  pound,  which  translates  into  a 
decline  in  contract  value  of  more 
than  $2,500.  Then  again,  that's 
what  bellies  are  all  about. 

Even  though  both  the  December 
and  March  hogs  and  pigs  reports 
were  quite  bullish,  the  question 
most  traders  are  asking  themselves 
is:  Is  the  runup  in  belly  prices  over- 
done? One  factor  that  seems  to  have 
a  bearing  on  future  price  direction  is 
the  cost  involved  in  removing  fro- 
zen bellies  from  storage  and  defrost- 

Stanley-  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensi- 
ble Speculating  in  Commodities. 


ing  them.  This  cost  is  estimated  to 
be  between  3  and  4  cents  per  pound. 
This  means  that  a  future  price  of  85 
cents  translates  into  a  cash  price  of 
between  88  and  89  cents  per  pound. 
That  is  very  expensive  raw  material 
for  making  bacon  in  a  recession. 
Bacon  is  a  food  that  can  be,  and  is, 
easily  substituted  for. 

Another  way  to  judge  bellies  is  by 
comparing  their  price  relative  to  the 
price  of  hogs.  The  historical  rela- 
tionship is  that  summer  contract 
bellies  sell  for  1.15  to  1.30  times  the 
price  of  the  summer  hog  contract.  If 
August  hogs  are  selling  for  60  cents 
per  pound,  then  August  bellies 
should  not  sell  for  more  than  about 
78  cents. 

Most  observers  believe  the  belly 
market  has  been  strong  because 
merchandisers  are  afraid  of  a  real 
shortage  developing  this  summer. 


Unsustainable 


The  premium  that  August 
bellies  now  command  over  11 
the  February  contract  will  be 
difficult  to  sustain.  History  / 
says  it  always  erodes. 
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Thus  they  are  doing  everything  they 
can  to  put  currently  available  sup- 
plies into  storage.  This  seems  to 
explain  why  we  are  seeing  a  strong 
cash  pork  belly  market  concurrent 
with  large  in-movements  to  storage. 

It  is  entirely  possible  that  mer- 
chandisers in  their  anxiety  to  build 
stocks  may  eventually  overstore 
bellies.  If  this  situation  should  de- 
velop, futures  could  suffer  a  rather 
sharp  break  this  summer.  This  line 
of  reasoning  does  not  lead  me  to 
recommend  a  short  position  in  the 
belly  market,  but  it  might  cause 
some  of  you  high  rollers  to  try  that 
very  dicey  route. 

Wayne  Esserman  of  Stotler  &  Co. 
in  Delphi,  Ind.  has  found  a  way  to 
capitalize  on  this  possible  scenario 
that  considerably  reduces  the  risk 
associated  with  an  outright  short 
position  in  bellies.  The  trade  in- 
volves a  spread  of  long  February/ 
short  August  bellies,  with  August  at 
a  premium  of  at  least  1,100  points. 
The  margin  on  this  trade  is  about 
$700  with  a  round-turn  commission 
of  $80  or  so.  I  would  risk  no  more 
than  200  points  ($760  per  spread)  on 
a  close-only  basis,  and  look  for  a 
profit  of  no  less  than  500  points, 
about  $1,900  per  spread. 

Using  data  from  the  last  13  years, 
Esserman  has  found  the  following 
statistics  for  this  spread.  The  aver- 
age profit  is  330  points  ($1,254), 
with  a  maximum  profit  potential  of 
1,025  points  ($3,895).  The  least 
profit  was  145  points  ($551).  The 
largest  risk  was  203  points  ($771)  in 
1977.  The  average  risk  experienced 
over  the  last  13  years  was  73  points 
($277).  In  both  1974  and  1978  if  the 
spread  had  been  done  on  Apr.  15, 
there  would  have  been  no  risk  at  all. 

The  spread  this  spring  has  been 
unusually  wild.  Early  in  March, 
February  bellies  started  out  over 
August  by  almost  500  points.  But 
within  a  week,  the  spread  inverted 
to  August  over.  And  it  has  widened 
almost  without  interruption  ever 
since.  Indeed,  by  mid-May,  it  had 
widened  to  more  than  1,200  points 
August  over.  Only  twice  within  the 
past  13  years — 1975  and  1976 — has 
this  spread  reached  1,200  points.  In 
most  years  the  spread  tends  to 
weaken  as  the  summer  wears  on. 

Because  this  trade  has  been  so 
volatile  this  year,  it  is  not  the  kind 
of  position  I  would  leave  open  while 
away  on  vacation.  ■ 
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The  Contrarian 


While  stocks  have  done  poorly  for  a  long 
time,  they  have  fared  better  than  bonds. 
An  excellent  reason  to  buy  bonds  now. 

THE  BUY  OF 
A  LIFETIME? 


By  David  D reman 


Interest  rates  are  "higher  today,"  to 
borrow  the  words  of  West  German 
Chancellor  Helmut  Schmidt,  "than 
at  any  time  since  Christ  walked  the 
earth."  Bad  news  for  borrowers  and 
home  buyers  but  probably  the  op- 
portunity of  a  lifetime  for  brave  in- 
vestors. I  say  "brave"  because  brav- 
ery is  what  it  takes  to  buy  some- 
thing that  has  done  badly  for  almost 
30  years  now.  Using  the  Salomon 
Brothers  Bond  Index  to  calculate  av- 
erage bond  returns,  we  find  that  an 
investor  in  bonds  through  the  past 
ten  years  would  have  lost  45%  of 
his  capital.  That's  before  taxes  in 
constant  dollars.  The  loss  amounts 
to  two-thirds  if  he  was  taxed  at  a 
50%  rate.  Bonds,  then,  for  centuries 
the  safest  investment,  lead  to  a  rap- 
id meltdown  of  capital,  given  the 
combination  of  low  interest  rates, 
high  inflation  and  high  taxes. 

That's  even  worse  than  the  record 
for  stocks,  which  was  bad  enough. 
In  stocks,  the  Standard  &  Poor's  500 
lost  20%  of  its  value  when  adjusted 
for  inflation.  If  adjusted  for  taxes  as 
well  (with  dividends  taxed  at  50% ), 
the  loss  would  amount  to  nearly 
35%.  (I'm  indebted  to  Steve  Myers 
and  Scott  Bettin  of  South  Dakota 
Investment  Counsel  for  the  figures 
in  the  accompanying  table.) 


David  Dreman  is  managing  director  of 
Drernan,  Gray  &  King,  Investment  Counsel, 
New  York,  and  author  of  Contrarian 
Investment  Strategy. 


Armed  with  such  grim  facts,  a 
horde  of  self-proclaimed  invest- 
ment gurus  came  out  of  the  wood- 
work in  recent  years  with  books 
advocating  "quick  fixes"  in  pre- 
cious metals,  diamonds,  collecti- 
bles and  other  hard  assets.  Unfortu- 
nately, the  quick  fixes  proved  disas- 
trous to  everybody  but  the  authors. 
They  at  least  banked  fat  royalty 
checks.  Forbes,  in  its  May  10  issue, 
monitored  the  recommendations  of 
Doug  Casey,  whose  book,  Crisis  In- 
vesting, sold  a  million  copies  in 
1980.  Following  Casey's  advice,  an 
investor  would  have  lost  over  40% 
of  his  capital  in  20  months,  over  4 
times  as  fast  as  it  evaporated  in  the 
bond  market.  Casey,  like  most  such 
gurus,  was  simply  projecting  the 
past  into  the  future.  "Hard"  assets 
had  done  well  for  a  long  time. 
Therefore,  they  would  "always"  do 
well.  Which  gets  me  back  to  bonds. 

Since  bonds  have  done  worse  than 
stocks,  the  typical  investor  is  even 
more  turned  off  by  bonds.  He,  like 
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Casey,  assumes  the  past  is  always 
the  future.  However,  current  bond 
prices  have  discounted  all  the  nega- 
tives that  have  already  happened, 
plus  a  carload  of  negatives  that  never 
will  happen.  Markets  always  go  to 
extremes.  The  bond  market  has 
overdiscounted  its  problems.  Bonds 
are  on  the  bargain  counter. 

If,  for  example,  an  investor  in  a 
high  tax  bracket  buys  a  triple-A  mu- 
nicipal bond  (tax  exempt)  with  a 
13%  yield  (and  we  assume  inflation 
averages  7%,  the  same  rate  as  over 
the  past  15  years),  he  gets  about  6% 
a  year  after  inflation.  In  ten  years 
his  capital  increases  80%  in  real 
terms.  Or,  if  you  have  a  tax-free 
account,  such  as  a  Keogh  or  an  IRA, 
$10,000  in  triple-A  utility  bonds 
yielding  16%  (using  the  same  as- 
sumptions) becomes  $15,386  after 
five  years,  $23,673  after  ten — again, 
inflation  adjusted.  How  can  you 
beat  that? 

And  if  interest  rates  drop,  an  ex- 
cellent likelihood  with  the  steep  re- 
cession, some  good  capital  gains 
could  be  realized.  For  instance,  if 
rates  fall  from  16%  to  12%  in  two 
years,  a  ten-year  bond  with  a  12% 
coupon  will  provide  11%  in  appre- 
ciation, in  addition  to  its  16%  yield. 

The  clincher  is  this:  Just  about 
everyone  now  thinks  that  bonds  are 
a  terrible  long-term  investment, 
good  only  for  the  occasional  trading 
profit.  But  experience  teaches  us 
that  when  "everyone"  comes  to  the 
same  conclusion,  that  conclusion  is 
just  about  always  wrong.  ■ 


Buy  bonds? 


Over  the  last  decade  an  investor  in  stocks  would  have  lost  as 
much  as  35%  of  his  capital,  but  more  than  65%  with  bonds.  But 
the  question  now  is:  Should  you  judge  the  future  by  the  past? 


10  years 

15  years 

S&P's  500* 

Total  annual  return 

6.4% 

7.1% 

No  tax 

79.8 

99.0 

50%  tax  (on  dividends) 

65.0 

72.0 

Salomon  Brothers  Bond  Index* 

Total  annual  return 

3.1 

3.0 

No  tax 

55.0 

53.2 

50%  tax 

34.0 

40.1 

T  bills* 

Total  annual  return 

7.9 

7.0 

No  tax 

92.8 

97.0 

50%  tax 

62.1 

56.2 

Consumer  Price  Index 

Annual  increase 

8.6 

7.2 

"Capital  remaining  today  in  inflation-adjusted  dollars. 
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AMETEK,  INC.  N 

PAOLI,  PA.,  April  21— Ametek,  Inc.  (NYSE  PSE)  reported 
that  its  first  quarter  sales  and  earnings  were  at  record 
levels.  The  diversified  industrial  manufacturer  earned  $7 
million  or  64  cents  per  share  on  sales  of  $110.7  million  in 
the  fiiSt  quarter  ended  March  31,  1982,  compared  to  the 
$6.6  million  or  61  cents  per  share  earned  on  last  year's  first 
quarter  sales  of  $1 10.3  million  which,  at  that  time,  were  the 
highest  first  quarter  figures  in  the  Company's  history. 

The  first  three  months'  results  represent  the  sixth  con- 
secutive record  quarter  for  Ametek,  and  the  43rd  quarter  of 
increased  earnings  in  the  past  45,  compared  to  the  same 
period  of  the  preceding  year,  according  to  Company  Presi- 
dent Robert  L.  Noland.  "This  was  our  toughest  first  quarter 
in  the  past  decade,"  Noland  said,  "because  many  of  our 
customers  showed  a  decrease  in  volume  and  reduced  their 
inventories.  The  six  percent  profit  increase  was  achieved 
through  improved  productivity — Ametek  has  invested  more 
than  $85  million  in  new  plants  and  automated  production 
equipment  over  the  past  five  years — plus  cost-cutting  and 
selective  'ay-ofl  programs,"  according  to  Noland. 

Ametek  completed  two  new  instrument  plants,  in  Penn- 
sylvania and  Florida,  in  the  past  nine  months,  and  moved 
its  Mansfield  and  Green  Instrument  division  to  a  new  plant 
in  Largo  (near  Clearwater)  Fla.,  during  the  first  quarter. 

Three  Months  ended  March  31  1982  1981 


Sales 

Income  before  taxes 
Provisions  lor  income  taxes 
Net  income 
Earnings  per  share 
Dividends  per  share 
Average  shares  outstanding 


$110,658,000  $110,333,000 

13,570,000  12,905,000 

6,558,000  6,311.000 

7,012.000  6,594,000 

.64  61 

.30  25 

10,891,049  10,805,140 


In  the  last  tour  consecutive  quarters  Ametek  earned  $2  47  per  share. 

(Contact:  Oarrah  E.  Ribble,  Jr.,  Ametek,  Inc.,  Station 
Square  Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


COLOR  TILE,  INC.  0 

FT.  WORTH,  TX,  April  27— Color  Tile,  Inc.  reported  an 
increase  in  earnings  and  earnings  per  share  for  its  third 
quarter  ended  March  31,  1982. 

Earnings  for  the  third  quarter  rose  94  percent  to 
$3,297,000,  or  $0.32  per  share  when  compared  to 
$3,014,000,  or  $0.28  per  share,  of  the  prior  year.  Sales  for 
the  quarter  were  $57,399,000,  down  6.0  percent  from 
$61,067,000  a  yea  earlier. 

Quartet  Ended  Nine  Months  ended 


March  31 

March  31 

1982 

1981 

1982 

1981 

Net  sales 

J57,399,000 

tei.U67.00P 

$162,396,000 

$174,801,000 

Income  betoie 

income  taxes 

6.034.000 

5,381.000 

13.601.000 

15.504,000 

Provision  lor  income 

taxes 

2.737.000 

2,567,000 

6.052.000 

7.131.000 

Net  income 

3,297,000 

3.014.000 

7.549,000 

8,373,000 

Average  common  shares 

outstanding 

tO.404,000 

10.893.000 

10,601.000 

10.879.000 

Net  income  per  average  common 

share 

$032 

J0.28 

$0.71 

$0.77 

iv|™n  i. .v,  jwunu  '.uiiocluuvc  quauci  Ul  IllUCdiCU 

earnings  per  share  after  reporting  four  down  quarters  is  very 
gratifiying  and  can  be  directly  attributed  to  Color  Tile's 
dedicated  employees  for  their  efforts  during  uncertain 
economic  times.  The  company  remains  in  a  very  healthy 
financial  position  and  has  positioned  itself  to  take  advan- 
tage of  future  opportunities,"  stated  John  A.  Wilson,  Chair- 
man of  the  Board,  President  and  Chief  Executive  Officer. 

(Contact:  Ray  A.  Johnson,  Vice  President  and  Treasurer 
Color  Tile,  Inc.,  1820  Two  Tandy  Center,  Fort  Worth,  TX 
76102.  Phone  (817)  390-3049.) 


BARTON  VALVE  CO.,  INC. 

SHAWNEE,  OK,  April  26— Barton  Valve  Co.,  Inc.  (OTC: 
BART)  reports  six  months'  net  earnings  of  $2,838,838  on 
total  revenues  of  $17,423,775,  up  from  net  earnings  of 
$1,563,948  and  revenues  of  $8,332,289  for  the  first  six 
months  of  fiscal  1981. 


For  the  quarter  ended  March  31,  1982,  net  earnings  were 
$1,121,670  and  total  revenues  were  $7,977,931,  up  from 
net  earnings  of  $971,854  and  revenues  of  $4,883,907  for 
the  corresponding  period  in  1981. 

Earnings  per  share  for  the  first  six  months  of  1982  were 
$.96  on  2,961,069  weighted  average  number  of  common 
shares  outstanding.  Earnings  for  the  first  six  months  of 
1981  were  $.70  a  share  on  an  adjusted  2,250,000  weighted 
average  number  of  common  shares  outstanding. 

For  the  quarter,  earnings  per  share  were  $.35  on  3,126,198 
weighted  average  number  of  common  shares  outstanding, 
versus  earnings  in  1981  of  $.43  a  share  on  a  lesser  number  of 
2,250,000  average  shares  outstanding.  The  greater  number 
of  shares  resulted  from  the  company's  initial  public  offering 
of  366,383  shares  on  June  2, 1981,  and  a  secondary  offering 
of  600,000  shares  on  February  11,  1982. 

"Barton,  like  other  energy-related  companies,  has  experi- 
enced a  down  trend  of  business  throughout  the  later  part  of 
the  second  quarter,'  said  John  P.  Inda,  President  of  Barton 
Valve.  "While  January's  revenues  were  the  largest  in  the 
company's  history,  March  revenues  were  the  lowest  of  the 
last  12  months." 

Barton  Valve  is  engaged  in  manufacturing  valves, 
chokes,  blowout  preventers  and  related  equipment  used  in 
the  drilling  for  and  production  of  oil  and  gas. 

(Unaudited) 

6  Mos  Ended                  3  Mos,  ended 

March  31  March  31 

1982  1981           1982  1981 

Revenues  $17,423,775  $8,332,289  $7,977,931  $4,883,907 
Earnings  before 

taxes           5,157,83  8  2,710,948    2,050,670      1,703  854 

Net  earnings  2,838,838  1,563,948  1,121,670  971,854 
Earnings  per  common 

share                    $.96  $70          $.35  $.43 
Weighted  average  number 
ol  shares 

outs'anding     2,961,069  2,250.000    3,126,198  2,250,000 

(Contact:  Harry  L.  Johnson,  Executive  Vice  President, 
Barton  Valve  Co.,  Inc.,  3500  N.  Harrison,  Shawnee,  OK 
74801.  Phone  (405)  273-7660  or  Kenneth  E.  Pieper,  Chur- 
chill Group.  Phone:  (713)  932-0094.) 


CONTINENTAL  SILVER  CORP.  V  0 

CONTINENTAL  SILVER  CORP— May  7,  1982 
SHAREHOLDERS'  REPORT 
***HULDA  MINE  IN  PRODUCTION*** 
***GAS  &  OIL  OFFICE  BEING  ESTABLISHED  IN  TEXAS*** 
WHITE  HILLS  SILVER  PROPERTIES 
The  "HULDA  MINE" — one  of  several  old  mines  located  in  the 
Company's  23  mineral  claims  located  in  Mohave  County- 
northwestern  Arizona  is  now  in  production. 

Recent  development  work  which  has  included  long  hole 
drilling — surface  trenching  and  underground  drifting/stop- 
ing  should  result  in  the  Hulda  Mine  remaining  in  continuous 
production. 

LONG  HOLE  DRILLING 

Long  hole  drilling  has  proven  to  be  a  very  economical  method 
of  locating  and  determining  the  values  of  vein  material.  While 
drill  samples  recovered  generally  represent  approximately 
30-50%  of  actual  silver/gold  values  most  vein  material  has 
assayed  between  6-15  ozs.  of  silver  per  ton  and  contained 
some  gold  values.  (This  would  represent  true  values  of 
approximately  12-30  ounces  of  silver  per  ton.)  To  date 
approximately  250  feet  of  long  hole  drilling  has  been 
conducted.  This  has  helped  to  define  the  area  of  current 
production  and  will  also  be  used  for  establishing  additional 
vein  extensions  which  indications  show  exist  to  the  west  of 
current  production. 

Long  hole  drilling  has  also  resulted  in  the  confirmation  of 
another  vein  structure  immediately  to  the  north  of  the 
current  production  area  which  has  returned  values  of 
between  10-20  ounces  of  silver  per  ton.  Further  long  hole 
drilling  will  also  be  conducted  from  the  Hulda  Shaft  area  to 
determine  possible  vein  structures  which  may  exist  to  the 
east  between  the  45  and  90  foot  levels. 

SURFACE  TRENCHING 

Siirfarp  trpnrhino  hoino  rnnHnrtoH  in  iha  uuoct  nf  tho  mrmnl 
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area  of  production  has  confirmed  another  vein  struct 
has  returned  values  averaging  10  ounces  of  silver  pa 
a  vein  5  feet  in  width.  There  appears  to  be  strong  indie 
additional  vein  structures  exist  to  the  west.  Furthe 
trenching  is  currently  in  progress  to  confirm  whet: 
additional  vein  structures  do  exist.  These  additu 
structures  will  be  tested  at  depth  by  additional 
drilling  and  extension  of  the  45  and  90  foot  drift  level:! 
date  have  been  extended  for  approximately  300  feet  t< 
from  the  Hulda  vertical  shaft. 

PRODUCTION 

A  raise  has  been  constructed  from  the  90'  drift 
surface  approximately  150'  west  of  the  Shaft  and 
this  area  is  currently  being  stoped  out  for  product 
ore  is  averaging  approximately  12  ounces  of  silva 
with  some  gold  values  and  is  currently  being  proce: 
rate  of  approximately  50  tons  per  day. 

As  mentioned  earlier,  the  long  hole  drilling- 
trenching  and  underground  drifting  and  stoping  oil 
progress  should  result  in  the  Hulda  Mine  rema 
continuous  production  with  the  intent  of  increasi 
tonnage  as  additional  ore  reserves  are  establishec 
the  commencement  of  production  it  is  now  the  Co 
intention — subject  to  reasonable  metal  prices— to 
some  sale  thereof  in  the  near  future  thereby  reel 
cash  flow  from  mining  operations. 

CHIEF  OF  THE  HILL  MINE 

This  "MINE" — one  of  several  other  old  mines 
"Continental"  claim  block  is  currently  being  inve 
for  possible  development.  Further  information  perta 
the  potential  of  this  Mine  will  be  released  u, 
completion  of  the  current  exploration  work. 
TEXAS  GAS  AND  OIL  PROJECTS 
Due  to  increasing  participation  in  the  gas/oil  pro 
West  Texas  and  to  gain  improved  control  and  manal  '  : 
with  respect  thereto,  steps  have  been  taken  to  esti'11*"  'a 
gas/oil  division  office  in  San  Angelo,  Texas.  This  ofl 
be  shared  by  the  Company  and  Arizona  Silver  Cor| 
who  is  also  a  participant  in  the  projects  Business: 
conducted  through  "Arizona  Resources  Texas  Inc.' 
Texas  corporation  formed  for  this  purpose.  To  beg: 
this  office  will  be  staffed  by  a  Geologist  and  an  Adm 
tor,  the  latter  having  previous  experience  in  the 
industry  in  Texas  and  also  being  a  Notary  Public. 

To  assist  with  evaluation  of  all  projects  and  to 
advice  and  guidance  on  all  operations  wherein  the  Ci 
is  a  participant,  the  services  of  independent  cons 
have  also  been  retained.  In  addition  to  their  other  qui 
tions,  these  consultants  all  have  considerable  expe 
completion  and  production  techniques  in  the  area. 

The  immediate  objective  of  the  Company  is  to 
initial  production  from  its  operations  in  Texas  The  Cc 
is  confident  that  an  office  in  San  Angelo  cou 
advice  and  guidance  from  the  independent  consultai 
serve  to  expedite  this  objective. 

Respectfully  submitted  ON  BEHALF  OF  THE  BO0 
DIRECTORS 

Charles  S.  Underhill  C 
Capitalization 

Authorized  5,000,000  Shares 
Issued       2,545,086  Shares 
Listed       Vancouver  Stock  Exchange/CVR 
NASDAQ/CTLSF 
(Contact:  Charles  S.  Underhill,  Director,  Continent 
ver  Corp.,  Suite  1140,  625  Howe  St.,  Vancouver, 
Canada  V6C  2T6.  Phone:  (604)  689-5588,  or  Mich 
Connor,  Schaenen  &  Fellerman  &  Co.,  52  Vanderbil 
16th  Floor,  N  Y.  N  Y.  10017.  Phone:  (212)  490-1122 


FIDELITY  OF  OKLAHOMA 

OKLAHOMA  CITY,  OK,  April  6,  1982— Fidelity  of  Oil 
ma,  Inc.,  the  third  largest  one-bank  holding  comp.[ 
Oklahoma  City,  and  the  fifth  largest  in  the  state, 
reported  record  net  income  of  $1,742,000  for  the 
month  period  ended  March  31,  1982.  Total  asset: | 
reached  an  all  time  high,  climbing  to  $973.8  million 
close  of  business  on  March  31.  The  announcement  o| 
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CORPORATE  REPORT 


It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 


Corporate  Report  Updates  appears 
once  a  month.  For  added  editorial 
impact  relevance,  it  will  be 
positioned  in  Forbes'  popular  sectior, 
"Money  and  Investments." 

Forbes  has  over  700,000  subscribers 
and  a  total  readership  that  exceeds 
2,250,000.  Ninety-eight  percent  of 
Forbes'  subscribers  have  an 
investment  portfolio  with  an  average 
value  of  $473,000.  Half  are  involved 
with  helping  corporations,  institutions, 
pension  funds,  trusts,  etc.  make 
investment  decisions. 

Once  each  month,  in  Corporate 
Report  Updates,  you  will  reach  them 
all  when  they  reach  for  Forbes.  It 
will  pay  you  to  get  all  the  facts 
Just  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:  (212)620-2371 


Financial  Strategy 


MONEY  &  INVESTMENTS 


If  you  own  valuables,  self-insurance  is 
risky  and  overinsurance  is  foolish. 

WHEN  ART 
THIEVES  CALL 


By  John  Train 


Huntington  Block,  a  Washington, 
D.C.  art  insurance  specialist,  likes 
to  tell  the  story  of  a  private  collec- 
tion in  Connecticut  that  was 
opened  to  the  public  for  the  benefit 
of  a  charity.  One  visitor  was  a  bit 
different  from  the  others.  He  bought 
his  (tax  deductible)  ticket  to  see  the 
collection,  got  his  folder  describing 
each  picture  and  viewed  each  piece 
with  satisfaction.  So  much  satisfac- 
tion, indeed,  that  he  made  a  return 
visit  that  very  night.  This  time, 
though,  he  entered  through  a  win- 
dow. The  works  were  then  added  to 
his  collection. 

Art  insurance,  while  usually  nec- 
essary, as  this  tale  suggests,  adds 
considerably  to  the  cost  of  collect- 
ing. This  is  a  matter  of  serious  con- 
cern to  many  Forbes  readers,  who 
over  the  years  have  accumulated 
valuables  that  cannot  easily  be  re- 
placed. This  is  true  whether  you 
collect  fine  art,  jewelry,  coins  or 
whatever.  First  come  the  premi- 
ums, which  are  not  tax  deductible 
(except  to  dealers)  and  rise  with  an 
increase  in  the  value  of  the  goods. 
Second,  insurers  typically  require  a 
security  system  for  collections 
worth  over  $100,000,  and  a  tie-in 
with  a  central  alarm  station  for  a 
collection  worth  over  $250,000. 


John  Train  is  president  of  Train,  Smith, 
Investment  Counsel,  New  York,  and  the 
author  of  The  Money  Masters  and  Dance  of 
the  Money  Bees. 

«*  ,  ••>• 


There  are  various  fine  art  insur- 
ance strategies: 

Self -insurance.  A  euphemism  for 
no  insurance,  a/k/a  taking  your 
chances.  One  relies  for  consolation 
on  the  casualty  loss  tax  deduction. 
That  loss  is  based  on  the  lesser  of 
fair  market  value  or  adjusted  cost 
basis,  which  is  the  cost  of  acquisi- 
tion plus  improvements.  The  de- 
duction applies  only  to  unexpected 
or  unusual  loss  or  damage — not 
gradual  deterioration  from  moths, 
mildew,  desiccation  or  whatever. 

So,  remember:  If  your  valuables 
have  appreciated  extensively  in 
worth,  it  is  obvious  that  self-insur- 
ance is  risky,  since  the  tax  deduc- 
tion from  taxable  income  does  not 
apply  to  the  appreciation. 

A  homeowner's  policy.  This  usually 
covers  the  contents  of  a  house  up  to 
half  the  value  of  the  house  itself. 
But  important  collections  are  likely 
to  exceed  that  percentage.  The  prop- 
erty is  not  itemized,  and  there  is  a 
limit,  varying  from  state  to  state 
and  insurer  to  insurer,  on  the  cover- 
age for  any  item  or  type  of  item. 

A  floater.  This  is  often  attached  to 
a  homeowner's  or  similar  policy. 
Values  for  each  item  are  agreed  on 
between  the  insurer  and  the  owner, 
and  the  property  is  covered  regard- 
less of  location  and  movement. 
However,  the  adjuster  has  to  agree 
that  the  value  has  held  up  since  the 
policy  went  into  effect. 

A  fine  arts  policy.  This  resembles  a 
floater,  but  need  not  be  attached  to 
any  other  insurance  policy,  and  is 
usually  issued  by  large,  specialized 
insurance  companies,  such  as 
Lloyd's.  The  items  are  individually 
listed  and  values  agreed  upon,  so  the 
policy  should  be  reviewed  annually. 

Blanket  or  dealer  coverage.  This 
again  is  issued  mainly  by  major  in- 
surers for  collections  worth  $1  mil- 
lion or  more.  The  items  are  not  indi- 


vidually listed,  and  the  policy  per- 
mits the  purchase,  sale  and  physical 
movement  of  property. 

Fine  art  insurance  usually  has  ex- 
clusions that  the  policyholder 
should  be  aware  of:  wear  and  tear, 
vermin,  inherent  defects,  war  and 
mistakes  by  craftsmen,  notably 
framers  and  restorers.  Accidental 
breakage  is  not  automatically  cov- 
ered, unless  previously  specified. 
Often  you  are  forbidden  to  turn  off 
your  security  system. 

Here's  an  important  tax  wrinkle. 
If  a  policyholder  receives  compensa- 
tion for  loss  or  damage  and  does  not 
use  that  money  to  replace  or  repair 
the  article,  the  proceeds  are  consid- 
ered to  represent  a  constructive 
sale,  and  any  profit  is  taxed  as  a 
capital  gain. 

One  should  have  an  appraisal 
done  by  an  expert  acceptable  to  the 
insurance  company  and/or  the  IRS. 
Dealers  and  auction  houses  provide 
this  service,  or  the  Appraisers  Asso- 
ciation of  America  can  give  you 
some  names.  Such  an  appraisal 
should  include  a  complete  descrip- 
tion (dimensions,  medium,  identi- 
fying symbols  or  inscriptions,  prov- 
enance, condition  and  fragility),  a 
statement  of  the  factors  on  which 
the  appraisal  is  based,  and  the  quali- 
fications of  the  appraiser  to  make 
those  judgments.  Photographs  help. 

As  usual,  don 't  overinsure.  The  un- 
derwriters will,  with  smiling  grace, 
collect  your  premiums,  but  if  you 
lose  a  piece  and  try  to  collect,  their 
expressions  change.  Stern  adjusters 
appear  with  microscopes  and  auc- 
tion record  books.  Recently,  one  Fer- 
nando Marino  of  Brazil  and  London 
discovered  that  his  outstanding  col- 
lection of  paintings  by  those  divine- 
ly inspired  masters  Juan  de  Valdes 
Leal,  Jose  de  Ribera  and  Eugenio 
Lueas  y  Villamil,  insured  with 
Lloyd's  for  over  £6  million,  had  been 
filched  from  his  West  End  flat.  Alas, 
almost  nobody  shared  Marino's  rev- 
erence for  those  exalted  names,  par- 
ticularly not  the  Lloyd's  adjusters. 
Although  the  underwriters  pocketed 
their  premiums  in  full,  current  bet- 
ting in  art  circles  is  that  Marino  will 
do  well  to  recover  more  than  one- 
tenth  of  his  claim. 

So,  go  back  and  look  at  your  own 
insurance  policies.  Make  sure  you  I 
have  enough  insurance  on  your  art 
and  other  valuables.  Make  equally 
sure  you  don't  have  too  much.  ■ 
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Psychology  &  Investing 


"What  do  investors  think  it  will  take  to 
\keep  the  stock  market  moving  up?  Lower 
jinterest  rates,  you  say?  Don 't  be  too  sure. 

A  TALE  OF 
TWO  POOLS 


By  Srully  Blotnick 


if  1 


It  is  no  coincidence  that  the  stock 
market  and  the  price  of  oil  have 
firmed  up  simultaneously.  After  be- 
ing exceedingly  weak  during  the 
early  part  of  this  year,  the  stock 
market,  as  measured  by  the  Dow 
Jones  industrials,  picked  up  smartly 
in  late  March.  In  the  oil  market, 
spot  prices  at  Rotterdam  have  risen 
from  a  low  of  $28.50  on  Mar.  19  to  a 
recent  $34.50.  In  both  oil  and 
stocks,  the  markets  have  taken  a 
decided  turn  for  the  better. 

This  made  great  sense  to  some 
investors,  and  for  a  very  simple  rea- 
son. I  had  recently  asked  people  in 
my  sample:  "What  single  factor 
would  make  you  turn  bullish  on  the 
stock  market?"  The  most  frequent 
reply  was,  "An  increase  in  oil 
prices."  It  was  not  the  reply  I  had 
originally  anticipated.  I  had  expect- 
ed people  to  say  they  were  waiting 
for  interest  rates  to  go  down.  Instead 
they  were  waiting  calmly  for  oil 
prices  to  go  up. 

When  I  asked  them  what  event 
would  turn  them  decisively  bearish, 
they  replied  as  expected,  "A  rise  in 
interest  rates."  High  interest  rates: 
bearish  (no  surprise).  High  oil 
prices:  bullish  (surprise). 

What  this  tells  me  is  that  there  is 
an  important  conflict  shaping  up  in 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


the  minds  of  investors,  and  the  out- 
come will  have  a  major  impact  on 
the  market's  direction  later  this 
year.  The  two  prime  forces  involved 
in  the  tug-of-war  arc  oil  prices  and 
interest  rates,  but  what  makes  the 
battle  unique  is  that  it  is  being 
waged  not  between  two  separate 
factions,  with  bulls  in  one  camp  and 
bears  in  the  other.  Rather,  it  is  an 
internal  civil  war.  Both  forces  are 
tugging  at  the  same  people. 

But  why  this  yearning  for  higher 
oil  prices?  Investors  are  strongly 
lured  by  the  prospect  of  rising  oil 
prices  because  they  have  extremely 
fond  memories  of  what  happened 
before,  in  1979  and  especially  in 
1980.  "Interest  rates  were  going 
through  the  roof,"  one  said  proudly 
about  the  fall  of  1980,  "but  that 
didn't  stop  me  from  cleaning  up  on 
the  oil  shares  I  owned  at  the  time." 
As  they  see  it,  there  are  a  satisfying- 
ly  large  number  of  companies  trad- 
ed on  the  NYSE,  Amex  and  o-t-c 
that  will  benefit  from  a  substantial 
increase  in  oil  prices.  Therefore, 
they  are  content  to  ignore  every  oth- 
er issue,  such  as  prolonged  reces- 
sion or  a  possible  re-igniting  of  in- 
flationary pressures.  This  one  factor 
overrides  all  the  others. 

I  asked:  "Wouldn't  the  big  in- 
crease in  oil  prices  that  you  are  hop- 
ing for  [as  investors)  decrease  the 
economy's  chances  of  staging  a  vig- 
orous recovery?"  Their  replies  were 
essentially  that  one  man's  meat  is 
another  man's  poison.  "Sure,"  one 
said,  "but  somebody  always  does 
well,  even  when  everybody — well, 
almost  everybody — else  is  hurting." 
Commented  a  second:  "The  oil 
companies  sure  as  hell  aren't  going 
to  be  harmed  by  soaring  prices — 
they  weren't  the  last  time  cither — 
and  that  is  all  that  matters  to  me." 

You  could  build  a  fascinating  hy- 
draulic model  to  explain  the  current 
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market  tensions.  It  would  consist  of 
two  pools.  Imagine  pool  A,  filled 
with  oil.  Pool  B  is  filled  with  mon- 
ey. The  persistent  oil  glut  meant 
that  pool  A  was  filled  to  the  rim  and 
sitting  there  quietly. 

Pool  B  is  another  fluid,  a  green 
one — excess  individual  and  institu- 
tional liquidity.  Hundreds  of  bil- 
lions of  dollars  of  idle  cash  that  peo- 
ple and  businesses  have  invested 
temporarily  in  short-term  debt  in- 
struments, money  market  funds 
and  CDs.  This  huge,  bulging  pool, 
too,  is  sitting  there  quietly. 

In  this  model,  pool  B  couldn't 
start  to  flow  until  pool  A  started  to 
empty.  A  was  blocking  B.  That  is, 
the  oil  glut  was  preventing  inves- 
tors for  the  moment  from  taking 
seriously  the  idea  of  pouring  their 
cash  reserves  back  into  the  stock 
market. 

There  is  indeed  a  sound,  financial 
dimension  to  their  subconscious 
analysis  of  the  situation.  Namely, 
few  segments  of  the  stock  market 
are  as  well  equipped  as  the  energy 
sector  to  absorb  the  massive 
amounts  of  money  under  discussion 
here.  The  defense  industry,  for  in- 
stance, may  loom  very  large  in  the 
mind  of  the  public,  yet  the  com- 
bined sales  of  the  top  ten  companies 
in  this  industry  don't  even  equal 
Exxon's.  You  can't  build  a  bull  mar- 
ket on  so  narrow  a  segment.  Oil, 
like  defense,  is  center  stage  as  far  as 
the  news  is  concerned,  but  of  the 
two  only  oil  can  sustain  the  influx 
of  really  big  money. 

Also  keep  in  mind  that  the  cen- 
tral position  many  investors  have 
accorded  the  energy  sector  is  found- 
ed on  the  well-remembered  fact 
that  many  made  sizable  capital 
gains — in  the  face  of  high  interest 
rates — the  last  time  the  group  rose 
dramatically  in  price. 

This  is  not  to  say  that  interest 
rates  aren't  important  to  the  stock 
market.  They  certainly  are.  If  inter- 
est rates  were  to  start  rising  again, 
the  market  would  almost  certainly 
head  south.  But  to  keep  the  market 
moving  up,  oil  prices  are  as  impor- 
tant as  the  prime  rate  as  far  as  inves- 
tor psychology  is  concerned. 

So,  keep  your  eye  on  the  gasoline 
pump.  Increases  in  the  prices  posted 
there  may  make  you  wince  for  a 
moment.  But  don't  be  surprised  if 
they  also  give  you  a  sudden  urge  to 
call  your  broker  with  a  buy  order.  ■ 
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HEAL  ESTATE 


REAL  ESTATE 


REAL  ESTATE 


COMPUTERS 


We'll  Help  Put  Your  Brand 


on  a  Ranch  or  Farm  Anywhere  in  the  West 

NEUBAUER  HORSE  RANCH:  275  Acre  Horse  Ranch  near  Denver.  Colorado. 

good  improvements. 
FRASER  FARM:  399  Acre  farm  in  ihe  path  of  development,  north  of  Denver. 
STEEBAR  RANCHES:  15,500 acre  ranch  south  ofWalden,  Colo.,  runs  1800 cows 

lots  of  water 

HORN  RANCH:  1118  acre  ranch  on  North  Platte  River  near  Walden.  Colorado. 
STAR  RANCH:  23.480  acre  Nebraska  Sandhills  Ranch,  will  run  2000  cows, 
one  of  the  best. 

FUNK  FARM:  320  acre  farm  near  Platteville,  Colo. ,  good  horse  or  cattle  operation 
YAMI'A  VALLEY:  3440  ac  ol  beautiful  tree  covered  mountain  land  near  Vail,  Co. 
ELBERT  CO.  RANCH:  4700  ac  of  open  &  tree  covered  grassland,  S.E.  of  Denver 
EEDDEN  RANCH:  1920  acres  combination  ranch  &  farm  in  Nebraska, 
good  improvements. 

For  Information  on  these  and  other  Farms  &  Ranches  of  all  sizes  write  or  call: 

ORR  LAND  COMPANY 

420  E.  58th  Avenue,  Suite  155,  Denver,  Colorado  80216    (303)  825-1765 


FOR  SALE:  Port  Lavaca,  rexas  Road 
runner  Mobile  Home  Park.  64  spaces  on 
12.5  acres.  $495,000.  terms 
Port  O'Connor  Pirates  Cove.  26  covered 
boat  Stalls  &  5  open  on  canal.  All  bulkhead. 
$750,000  on  canal. 

RUSSELL  CAIN  REAL  ESTATE 

FARM -RANCH-RES. -COMM. 
P. O  H  565.  Port  Lavaca.  Texas  77979 
(512) 552-6313;  552-5280 


FREE  CATALOG 
Big   .  .  Free  SUMMER  Catalog  describes 
and  pictures  farms,  ranches,  acreages,  rec- 
reational properties,  businesses,  town  and 
country  homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W.  47th  Street 
Kansas  City,  MO.  641 12 


MAJOR  MONTANA 
FARM 

Rarely  is  it  possible  to  purchase  a  produc- 
tive farm  property  attached  to  a  substantial 
cattle  operation  adjoining  one  of  Montana's 
mountain  ranges  without  paying  a  big  pre- 
mium for  the  view.  We  are  currently  offer- 
ing such  an  opportunity  within  an  hour's 
drive  of  Billings  This  property  has  been 
deeded  back  to  an  insurance  company  and 
we  have  been  instructed  to  move  it  quickly 
at  a  rock  bottom  price  with  good  terms. 
Priced  at  just  over  $5,000,000.  it  also  offers 
a  substantial  depreciation  schedule. 

MONTANA  FISHING 
RETREATS 

Attractive  new  cedat  home  overlooks  Big 
Hole  River  36  miles  southwest  of  Butte, 
Montana.  It  sits  on  59  acres  straddling  the 
river  for  4/w  mile  and  adjoins  Federal  land 
which  gives  immediate  access  to  the 
Beaverhead  National  Forest.  This  excep- 
tional property  is  priced  at  $240,000.  Same 
owner  also  offering  110  acres  within  the 
National  Forest  with  fishing  rights  on  4 
miles  of  river  only  $165,000. 

Contact  Exclusive  Agents  for  Sellers: 

HALL  &  HALL,  INC. 

P.O.  Box  1924 
Billings,  MT  59103 
(406)  252-2155 


INDUSTRIES 

10% -15%  DISCOUN 
QE  OR  MORE 


ON  ALL  NEW  TRS-80  er  radio 

Brand  New  in  Cartons  Delivered  Save 
Sales  Tax  Texas  Residents  Add  Only  5% 
Tax  Open  Mon  -Sat.  9-6  We  pay  freight 
insurance  No  extra  charge  lor  Masterca 
Visa  Call  us  lot  a  Reference  Farmers 
Bank  Brookshire,  Texas. 

ORDER  MODEL  16  TODAY 
Orders:  I  800  231  J680 
21969  Katy  fwy 
Katy  (Houston),  Texas  77450 
Questions  t  Inq.?  1-713-392  0747 
<tS  1(90,  Marymac  Industries,  Inc. 
Ed  or  loe  McManus 


Forbes:  Capitalist  Tool 


® 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN  /  FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 
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Make 
America 
smarter. 


The  colleges  are  in  deep  financial 
trouble. 


m  m^>  '  ial  Aid  to  Education  Inc 

nkVHta  68  low  York  N 

F*i\t|  APublii 

uxncil  &  The  Advertising  Council 


They're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  libraries. 


They  desperately  need  your  help 
So  give  them  a  hand  today. .  for 
a  better  tomorrow. 


Make  America  smarter. 
Give  to  the  college  of  your  choice. 


■ 


CAPITAL  TO  INVEST 


Jy\m 

3PEN  ESCROWS 
iSTRlf!   TIE-UP  R.E.  OR 
fQnV,  iNSAlTIONS 

,  .!2  Iced  in  bank 
If  SIounts 


I 


I 

i 


RANTEES  FROM  PRIME  BANKS 

(  PRINCIPLE  AND/OR  INTEREST 
TERS  OF  CREDIT 
PROVIDE  ADDITIONAL 
..LATERAL 

JPENSATINO  BALANCES  FOR  REAL 
*\  'PATE  STAND-BYS  &  TAKE  OUTS 
9*  NTURE  CAPITAL  &  REAL  ESTATE 
TSO.000  Minimum  .  Brokers  Protected 

rst  Guaranty  Ltd. 

II Miliar.  Nicholas.  Newport  Beach.  CA  926611 


(714)  640-1633 


MISCELLANEOUS 
FOR  SALE 


NUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
iber  Jewelers  Board  of  Trade 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
EENVILLE,  KENTUCKY  42345 
FREE  SERVICE  1-800-626-8352 


COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
IAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
TED  MINING  CORPORATION 
u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
dustria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


FORBES  BINDERS 


I 

SLIP  CASES 

OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $5.95; 

three  for  $17 

1  ^^^^^^ 

Binders:  $7.50; 

three  for  $21.75 

rid  check  with  your  name  and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 
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BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


LOOKING  FOR  A  NEW  BUSINESS?' 

General  Electric  s  "New  Product/New  Business  Digest"  describes  over  500 
products— and  processes  that  are  available  for  acquisition  or  licensing  to  use  or 
manufacture  and  market  yourself. 

Items,  large  and  small,  range  from  new  inventions  and  R&D  spinoffs  to  fully 
developed  and  tooled-up  products  from  a  variety  of  sources:  universities,  R&D  firms 
Government  agencies,  entrepreneurs  and  major  companies.  You  may  find  the  one 
product  you  need  to  start  your  own  business  or  add  to  your  product  line 

The  Digest  began  12  years  ago  as  an  outlet  for  GE  items  only  Appropriate  items 
are  searched  out  from  all  sources. 

The  illustrated  8V;  x  11  inch  "New  Product/New  Business  Digest"  contains  67 
pages  and  includes  over  500  items  with  complete  names  and  addresses  for  your 
direct  follow-up  contact.  The  1982  Annual  Edition  is  only  $49.00/copy  ($65  00/copy 
overseas).  Only  prepaid  orders  are  accepted  N  Y  State  residents  add  sales  tax 

General  Electric  Company  •  Business  Growth  Services 
120  Erie  Blvd..  Room  172  •  Schenectady,  N  Y.  12305  USA 

GENERAL  @  ELECTRIC 

~   U  S  A  ~ 


BUSINESS  OPPORTUNITIES 

Established  businesses  located  west  of 
the  Mississippi  for  sale  by  owners. 
Many  owner  financed.  Call  collect. 
Aerial  Applicators  &  Air  Taxi  Businesses 
$I40,000-$785.000 
Farm  Equipment 
$99.900-$!. 650.000 

Grain  Elevators 
$95.000-$l.000.000 
Hardware,  Paint,  &  Lumber  Stores 
$65. (XX)- $495. 000 
General  &  Subcontractors 
$40.0O0-$45().OO0 

Print  Shops 
$75,000-$I95.000 

AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339,  Dcpt  F.  Co.  Spgs  .  Co  80934  Box  63.19 
(3031  630-8188.  Ext.  14 
No  fee  to  buyer  involved 


IS  YOUR  BUSINESS 
FOR  SALE? 

For  a  confidential  interview 

to  buy  or  sell  a  business 
anywhere  call  your  nearest 

NATION-LIST 


Independent  Associated 
Licensed 
Business  Brokers 
in  major  cities  coast  to  coast 
or  call 
1-800-525-9559 
Sales  -  Mergers  -  Acquisitions 


Tarnish  Magnet  An  amazing,  space-age  technol- 
ogy has  created  this  new  breakthrough  in  metal- 
lurgical science  Removes  tarnish  without  irritating 
and  abrasive  chemicals  The  little  2"  by  5"  metal 
wand  removes  tarnish  on  contact  Never  ever  use 
gooey  pastes,  messy  cotton  balls  or  dirty  rags 
again  It  removes  tarnish,  sterilizes  and  retards 
formation  TARNISH  MAGNET  is  guaranteed  to 
work  for  life  Cleans  100  pieces  of  silverware  a 
minute!  Nothing  like  it  anywhere  Never  sold  in 
stores  150%  markup  Great  demonstrator  item 
Every  home  should  have  one.  Free  details  SEND 
NO  MONEY  NOW  BAC,  Inc.,  Dept.  19,  314  N. 
Washington,  Danville,  IN  46122 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


AIR  COURIER  SERVICE 

Established  profitable  Air  Courier  Ser- 
vice. New  York  based.  Domestic  and 
International.  Volume:  high  7  figures. 
Cash  Required— $1,000,000. 
Box  A  235  Forbes 
60  Fifth  Avenue 
New  York,  NY  10010 


BUSINESS  CONNECTIONS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  21 B       35  N.  Craig  Ave. 
Pasadena,  CA  91107 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A234  Forbes 
60  Fifth  Avenue 

New  York.  NY  10011 


EXECUTIVE  GIFTS 


Mampfjm  Mail,  £td. 


THE  CORPORATE  COLLECTION 
Hampton  Hall  Ltd.,  the  leading  manufacturer 
of  corporate  neckwear,  will  design  a  handsome 
tie  and  scarf  for  your  company,  club,  or  school. 

Add  to  this  a  leather  bound  wallet  and  a  belt  of 
the  same  motif  and  you  have  the  Hampton  Hall 
corporate  collection. 

Custom  designed  tote  bags  and  hats  are  also 
available  For  additional  information  and  bro- 
chure, please  call  or  write: 

HAMPTON  HALL  LTD., 
51  East  42nd  St.  (at  Vanderbilt  Ave.) 
New  York,  New  York  10017 
(212)687-6810 


Apple  2  Plus,  48K.  .    .   VJ*>*  .    .  $1099.00 

Apple  3.  128K  2899  00 

Hewlett-Packard  41CV  259.95  .  41C  .  199.95 
Hewlett  Packard  85,  Computer.  .  .  1985  00 
Texas  Inslrmts  NEW  99/4A  computer.    .  369  95 

Texas  Instrmts  59   179  95 

PC  100C  157.95 

ATARI  48K  Computer   799.95 

ATARI  Video  Game  146.95 

Mattel  Horse  Race  Analyzer,  Re:$125.00.    23  95 

Mattel  Intellivision  2609    234  95 

Casio  Calc.  Watch  C  90  (30  more  models  I  37.95 
Seiko  Watches/400  mods,  io  choose  Irom    69  95  &  up 
LC0  Pen  Watch/5  funct/stnd.  refill    .    .  14.95 
Olympic  Sales  Company  •  216  So.  Oxford  Ave. 
Los  Angeles,  CA  90004  •  Telex  67  34  77 
TOLL-FREE  (800)  421  8045  (outside  Calif) 
In  21 3  Area  Code  (2131  739  1130 
In  Calif.  800  252-2153  Request  out  Catalog 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat!  Superb  French 
cuisine.  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12).  Paris  pickup.  HORI- 
ZON, 215  N.  75th,  Belleville,  IL 
62223  ,  800-851-3448 


\ST  FACTS 
BOUT  FORBES 
JBSCRIBERS: 


*  1 86,000  serve  on 
their  companies' 
board  of  directors 


*  236,000  serve  on 
boards  of  one  or 
more  companies 


*  685,000  own 
securities.  Average 
value:  $473,000 


Total  paid  circula- 
)n:  700,000 


*  336,000  are  in  top 
management  positions 


*  Average  household 
income:  $93,000 


*  Average  net  worth: 
$724,000 
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Flashbacks 


; 


'The  more  things  change. . . ." 
terns  from  past  issues  of  Forbes 


sty  years  ago  in  Forbes 

>m  the  issue  of  June  10,  1922) 

fairs  in  Germany  are  drifting  from 
to  worse.  The  loudly  proclaimed 
gical  'advantages'  of  a  depreciated 
rency  are  beginning  to  be  seen  in 
ir  true  colors.  No  matter  whether 
mark  goes  lower  or  higher,  Ger- 
ny  will  suffer  economic  demoral- 
tion.  In  one  recent  week  almost  10 
.ion    new    paper    marks  came 
aming  from  the  printing  presses!" 


ine  has  brought  major  develop- 
nts  of  such  importance  and  help- 
ness  that  instead  of  summer  stag- 
ion  we  may  experience  greater  ac- 
ity  than  at  any  time  during  the  first 
If  of  the  ar.  .  .  .  Weather  and  soil 
nditions  in  the  grain-growing  states 
e  promise  of  bountiful  crops,  and 
:  outlook  is  that  farm  products  will 
s  year  yield  reasonable  profits  since 
;y  have  been  produced  at  low  cost, 
e  so-called  10%  reduction  in 
ight  rates  has  not  only  removed 
certainty  which  was  checking  ac- 
ity,  but,  while  wholly  satisfying 
ither  carriers  nor  shippers,  has  been 
nerally  hailed  as  fair  and  as  calcu- 
ed  to  stimulate  freer  movement  of 
affic  after  July  1,  when  the  cut  goes 
to  effect.  .  .  .  The  reductions  in 
ages  announced  by  the  Railway  La- 
>r  Board,  although  moderate  in 
mount,  are  gratifying  to  railroad  op- 
ators,  as  they  had  feared  the  rise  in 
e  cost  of  living  might  influence  the 
ard  to  let  existing  levels  stand  un- 
sturbed.  President  Harding  declares 
at  unemployment  has  been  so 
eatly  reduced  that  it  need  no  longer 
regarded  as  a  problem." 


The  Child  Labor  law,  enacted  in 
919,  was  declared  unconstitutional 
y  the  Supreme  Court,  on  the  ground 
lat  it  was  an  attempt  by  Congress  to 
:gulate  through  its  taxing  power 
jmething  entirely  within  the  juris- 
iction  of  the  various  states.  The  law 
'as  intended  to  regulate  the  employ- 
ment of  children  under  the  age  of  14 
li  any  mill,  cannery,  workshop,  fac- 
,ory,    or   manufacturing  establish- 
ment, or  under  16,  in  any  mine  or 
uarry,  by  imposing  an  excise  tax  of 
i0%  upon  the  net  annual  profits  of 
hose  employing  such  labor." 
We  forget  how  natural  and  universal 
hild  labor  was  in  the  U.S.,  natural 
>ecause  it  followed  ancient  farm  prac- 


tice and  prevented  the  idleness  that 
was  supposed  to  lure  vice,  and  univer- 
sal because  it  was  adopted  by  the  earli- 
est U.S.  factories:  The  first  American 
cotton  mill,  opened  by  Samuel  Slater 
in  1791  in  Pawtucket,  R.I.,  was 
"manned"  by  seven  boys  and  two 
girls,  all  under  12.  The  U.S.  avoided 
the  pernicious  English  system  of  ap- 
prenticing pauper  children  to  the 
mills,  preferring  to  employ  entire 
families — often  hired  upon  the  pleas 
of  the  families  themselves,  who  were 
quick  to  lie  about  their  children's  ages. 

Opposition  to  child  labor,  based  on 
its  denial  of  education  and  of  any 
chance  to  grow  and  play,  appeared 
almost  as  soon  as  child  labor  itself.  In 
1836  Massachusetts  passed  the  first 
state  law  requiring  some  education 
for  working  children,  and  other  state 
laws  followed;  but  court  decisions 
like  that  cited  above  prevented  any 
effective  national  action  until  the  Fair 
Labor  Standards  Act  of  1938. 

By  then,  child  labor  had  long  since 
declined  sharply,  for  two  reasons.  The 
first  was  the  coming  of  machinery 
that  eliminated  much  of  the  need  for 
the  kind  of  labor  children  could  do. 
The  second  was  the  implacable  public 
hostility  to  child  labor,  especially  in 
England  and  the  U.S.,  exemplified  in 
the  savage  19th-century  rhyme: 
The  golf  links  lie  so  near  the  mill 

That  almost  all  the  day 
Tloe  toiling  children  can  look  out 
And  see  the  men  at  play. 

Fifty  years  ago 

Qune  15,  1932) 

"April  exports  were  the  lightest  since 
before  the  war.  Our  'favorable'  trade 
balance  has  become  negligible.  But 
gold  flows  out  of  the  country  by  tens 
of  millions,  with  no  immediate  let-up 
visible.  Business  failures  exceed  a 
thousand  a  fortnight.  Credit  is  ex- 
tended most  sparingly.  Winter  is 
looked  forward  to  with  trepidation. 
Social  trouble  is  feared. 

"The  foregoing  does  not  refer  to  con- 
ditions in  Liberia  or  Siberia.  It  is  a 
picture  of  present-day  America,  the 
richest,  most  powerful,  most  resource- 
ful nation  on  the  face  of  the  earth." 

—Editor  B.C.  Forbes 

"Japanese  fireworks  have  broken  out 
again,  more  recently  nearer  home.  In- 
dications have  been  growing  for  some 
time  that  the  army  and  navy  were 
attempting  a  coup  to  take  over  the 
more  conservative  and  older  govern- 
ment. Shortly  after  the  middle  of  the 


WORLD  PETROLEUM  PRODUCTION 


In  1932 the  U.S.  dominated  world  oil,  with 
nearly  two-thirds  of  total  output;  three 
states  alone — Texas,  Oklahoma  and  Cali- 
fornia— pumped  nearly  half.  The  Middle 
East  is  grouped  in  "miscellaneous. " 

past  month,  something  akin  to  such  a 
revolution  was  staged  in  Tokyo.  Part 
of  the  terrorist  proceedings  was  the 
assassination  of  Premier  Inukai.  .  .  ." 

"The  Chrysler  organization  has  just 
announced  that  cars  bearing  the 
Chrysler  name  can  be  purchased  in 
any  one  of  eleven  different  colors  at 
no  additional  cost." 

Twenty-five  years  ago 

Qune  15,  1957) 

"By  and  large  mutual  funds  are  a  cau- 
tious breed,  but  every  now  and  then 
one  takes  a  slightly  speculative  fling. 
The  $1 1.5-million  (assets)  Dreyfus 
Fund  did  so  a  few  months  ago,  and  its 
stockholders  have  had  no  cause  to 
regret  it.  In  the  first  months  of  1957, 
43-year-old  President  Jack  Dreyfus  Jr. 
purchased  3,000  shares  of  Lukens 
Steel.  .  .  .  Forbes  asked  Jack  Dreyfus 
how  he  had  happened  to  pick  Lukens. 

"  'We're  certainly  not  a  speculative 
outfit,'  emphasized  Jack  Dreyfus.  'We 
don't  take  wild  flings.  But  we  spend 
an  awful  lot  on  charts  and  technical 
studies.  We  noticed  that  Lukens  was 
beginning  to  break  out  of  its  58  top. 
We  noticed  its  huge  short  interest  of 
48,000  shares — senseless  in  view  of 
our  analysts'  reports  on  high  demand 
for  its  steel  plate  and  low  scrap  prices. 
So  we  decided  to  buy  3,000  shares — 
not  a  big  position  for  us — at  an  aver- 
age price  of  60.  .  .  .  We  rode  Lukens 
up — finally  selling  out  block  by  block 
at  an  average  price  of  99.'  The  gross 
gain  for  Dreyfus  Fund's  11,500  share- 
holders was  almost  $120,000." 
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Life  consists  not  in  holding 
good  cards,  but  in  playing 
those  we  do  hold  well. 
Josh  Billings 


Severity  of  judgment  is  a 
custom  that  few  of  us  can 
afford,  and  to  be  generous 
is  never  a  mistake. 
Charles  A.  Murdock 


Make  it  your  habit  not  to  be 
critical  about  small  things. 
Edward  Everett  Hale 


I  have  yet  to  find  the  man, 
however  exalted  his  station, 
who  did  not  do  better  work 
and  put  forth  greater  effort 
under  a  spirit  of  approval, 
than  under  a  spirit  of  criticism. 
Charles  Schwab 


I  am  not  concerned  that  I 
am  not  known,  I  seek  to 
be  worthy  to  be  known. 
Confucius 


Praise  undeserved  is 
satire  in  disguise. 
Alexander  Pope 


Fame  is  something  which  must 
be  won;  honor  is  something 
which  must  not  be  lost. 
Arthur  Schopenhauer 


He  who  would  acquire  fame 
must  not  show  himself  afraid 
of  censure.  The  dread 
of  censure  is  the  death  of  genius 
William  Simms 


Censure  is  often  useful, 
praise  often  deceitful. 
Winston  Churchill 


God  will  not  look  you  over 
for  medals,  degrees  or  diplomas, 
but  for  scars  and  calluses. 
Elbert  Hubbard 


Thoughts 

on  the  Business  of  Life 


No  human  being  can  be 
genuinely  happy  unless  he 
or  she  stands  well  in  the 
esteem  of  fellow  mortals. 
Who  would  deal  successfully 
with  us  must  never  forget 
that  we  possess  and  are 
possessed  by  this  ego.  A 
word  of  appreciation  often 
can  accomplish  what  nothing 
else  could  accomplish. 
B.C.  Forbes 


Praise,  of  all  things,  is  the 
most  powerful  excitement  to 
commendable  actions,  and 
animates  us  in  our  enterprise. 
Jean  de  la  Bruyere 


The  deepest  principle  in 
human  nature  is  the  craving 
to  be  appreciated. 
William  James 


Appreciation  is 
always  appreciated. 
Arnold  Glasow 


When  someone  does  something 
good,  applaud!  You'll  make 
two  people  happy. 
Sam  Goldwyn 


Unjust  criticism  is  a 
disguised  compliment.  It 
often  means  that  you  have 
aroused  jealousy  and  envy. 
Dale  Carnegie 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


If  you  are  in  a  position 
to  give  credit  to  yourself, 
then  you  do  not  need  it. 
F.  Scott  Fitzgerald 


Self-distrust  is  the  cause 
of  many  of  our  failures. 
Christian  N.  Bovee 


Rest  satisfied  with  doing 
well,  and  leave  others  to 
talk  of  you  as  they  please. 
Pythagoras 


I  consider  him  of  small 
account  who  esteems  himself 
just  as  the  popular  breath 
may  chance  to  raise  him. 
Goethe 


What  a  man  thinks  of  himself, 
that  it  is  which  determines,  or 
rather,  indicates,  his  fate. 
Henry  David  Thoreau 


A  Text . . . 

Let  another  man  praise 
thee,  and  not  thine  own 
mouth;  a  stranger,  and 
not  thine  own  lips. 
Proverbs  27:2 


Sent  in  by  Ima  B.  Payne,  Austin,  Tex. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Praise  is  an  earned  thing. 
It  has  to  be  deserved  like 
an  honorary  degree  or  a  hug 
from  a  child.  A  compliment 
is  manna,  a  free  gift. 
Phyllis  McGinley 


To  know  yourself  you  have 
only  to  set  down  a  true 
appraisal  of  those  that  ever 
loved  you  or  hated  you. 
John  Lavater 
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low  to  get  away  with 
lying  Eastern  for  free. 


*3  EASTERN 

FREQUENT  TRAVELER  BONUS  PROGRAM 


EASTERN'S  FREQUENT 
TRAVELER  BONUS 
COUPON  BOOKLET 


This  isn't  a 
nmick.  It's  a 
yard. 

It's  called  Eastern's 
EQUENT 
IAVELER  BONUS 
IOGRAM  and  it  offers 
ople  who  log  a  lot  of  air  miles  the 
portunity  to  make  those  miles  pay  off 
upgraded,  discounted  or  free  air  travel* 
rough  June  30, 1983 .  As  soon  as  you  start 
ing  Eastern,  you  start  earning  bonus  miles. 

Here  are  some  typical  payoffs: 
I  >,000  bonus  miles:  Free  First  Class 
)grade,  one-way  or  round-trip. 
),000  bonus  miles:  Free  round-trip  First 
lass  ticket  anywhere  on  Eastern  or  50% 
scount  for  two  on  any  of  our  Super  7™ 
ication  Packages  to  resorts  in  Florida 
id  the  Caribbean. 

3,000  bonus  miles:  Two  free  coach 
iikets  anywhere  we  fly. 
)0,000  bonus  miles:  Free  lifetime 
embership  in  our  Ionosphere  Club. 

To  get  started,  just  pick  up  a  bonus 
xipon  booklet  at  the  airport.  Complete 


the  first  coupon  and 
present  it  to  the  departure 
agent  when  you  check  in 
for  your  Eastern  flight. 
When  we  receive  the  first 
coupon  you  use,  we'll  mail 
you  a  personalized  booklet 
of  30  additional  bonus  coupons. 

Each  time  you  turn  one  in, 
we'll  automatically  credit  you  with 
a  minimum  of  1,000  miles  for  each 
flight,  or  the  actual  mileage, 
whichever  is  greater.  (On  short  trips 
like  Eastern's  Air- Shuttle®  from  New 
York  to  Boston,  you  receive  1,000  bonus 
miles  each  way. ) 

First  Class  travel  earns  double  mileage  credits. 


toAruba. 


Eastern  now  flies  to  127  cities,  22 
countries  and  one  Magic  Kingdom.®  So 
if  you're  going  our  way  frequently,  it 

payS  tO  gO  OUr  Way.  ©1982  Walt  Disney  Productions. 

^Travel  awards  not  available  on  Eastern's  routes  to  Canada, 
South  America,  Mexico  or  with  Unlimited  Mileage  Fares. 


EASTERN 

America's  favorite  way  to  fly. 


-  — 


»D  SCOTCH  WHIS 
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NC>CD  AND  BOTTLED  IN  SCOTLAND  M 


*inb  &  Brook 


Eastern. 
Now  we're  an  airline 
for  all  the  Americas. 


Eastern  has  spread  its  wings  to  take  over 
most  of  the  South  American  routes  formerly 
flown  by  Braniff. 

If  you  now  have  tickets  or  reservations  for 
one  of  Braniff 's  flights  to  South  America, 
Eastern  will  honor  them*  But  because  there 
will  be  some  variation  in  schedules,  and  they 
are  subject  to  local  government  approval,  you 
should  call  Eastern  or  your  travel  agent  to 
make  new  travel  arrangements. 

Eastern's  service  includes  flights  to 
Panama  City,  Panama;  Bogota',  Cali  and 
Bananquilla,  Colombia;  Quito  and 
Guayaquil,  Ecuador;  Lima,  Peru;  Santiago, 
Chile;  Buenos  Aires,  Argentina;  La  Paz, 
Bolivia;  Asuncion,  Paraguay.  Eleven 
destinations  in  eight  countries. 

We're  serving  South  America  from  three 
gateways:  Miami,  New  York,  New  Orleans. 
We're  offering  through  service  to  many 
of  our  new  South  American  destina- 
tions from  Washington,  D.C., 
Houston  and  Los  Angeles.  And 
convenient  Eastern  connections 
are  available  from  the  rest  of 
the  U.S. 
For  the  past  three  years,  more 
passengers  have  flown  Eastern  than  any 
other  airline  in  the  free  world.  Now 
America's  favorite  way  to  fly  can  take  you  to 
127  cities  in  22  countries,  including  more  of 
the  Americas  than  ever  before. 

Call  your  Travel  Agent  or  Eastern 
Airlines  for  details. 

*Tickets  must  have  been  issued  prior  to  May  13,  1982, 
and  will  be  honored  only  on  Eastern  flights  to  the 
same  destinations  previously  served  by  Braniff. 
Subject  to  availability. 
©1982  Eastern  Air  Lines,  Inc. 


America's  favorite  way  to  fly. 


ACE 

(Automatic  Controlled  Exposure) 


VIP 

(Visual  Image  Projection) 


REDUCTION 


TOSHIBA 
BD-4511 

$3945 

(includes  optional  dual  cassette) 


REDUCTION 


TOSHIBA 
BD-4511 
$3945 
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101  Covet-  Story.  "There's 
an  inevitability  about  it, 
like  a  choirboy  turning 
into  a  baritone. " 


33  Argentina:  Wljen  the 
cheering  fades,  the  real 
trouble  may  begin. 


70  International  Bank- 
note: A  little  consideration 
for  national  pride. 


31  Swimming  Pools: 

The  American  Way  Of  Recession 

Housing  starts  may  be  drowning,  but  the  $3.5 
billion  swimming  pool  industry  is  not. 

32  Protectionism: 
Somebody  Do  Something! 

Congress  may— just  enough  "to  take  home." 

32  Private  Pensions: 

Is  Government  Insurance  Sound? 

Yes— despite  congressional  scare  talk. 

33  Argentina: 

Whistling  Past  The  Graveyard 

When  the  guns  fall  silent,  watch  out  for 
financial  fireworks. 

34  The  Falklands  War: 
What  Are  The  Lessons? 

There  are  few  new  ones,  mostly  old  ones 
revindicated. 

36  Government: 

What's  Good  For  Boeing  . . . 

Seems  to  get  through  the  U.S.  Congress— 
maybe. 

37  California: 

The  Tax  Gusher  Runs  Dry 

Believe  it:  The  State  of  Abundance  is  almost 
out  of  money. 

42  The  Market: 

Oil  Service  Companies 

Here  are  four  that  make  Wall  Street  look  a 
little  myopic. 

46  Companies: 
Seagram  Co. 

Will  Edgar  Bronfman  have  the  last  laugh  over 
his  huge  position  in  Du  Pont? 

50  Companies: 
Bemis  Co. 

For  years,  nobody  expected  much  of  it.  Now 
things  may  be  changing. 

70  Companies: 

International  Banknote  Co.,  Inc. 

If  you  had  the  power  to  print  money,  would 
you  want  to  talk  about  it? 

74  The  Up  &  Comers: 
Vulcan  Corp. 

Lloyd  Miller  closed  two-thirds  of  the  plants 
and  fired  half  the  staff.  It  worked  like  a  charm. 


78  The  Up  &  Comers: 

Cedar  Point;  Compact  Video;  Bob  Evans 

Learning  how  to  say  no  gracefully;  a  sacrifice 
to  the  bankers;  staying  in  for  the  long  pull. 

80  Suntan  Lotion: 

Thank  You,  Uncle  Sam 

A  terrific  marketing  gimmick— courtesy  of 
the  Food  &  Drug  Administration. 

84  Companies: 
Loral  Corp. 

A  big  fish  in  the  fast-growing  pond  of  elec- 
tronic warfare. 

90  Taxing  Matters: 

"Shoot  First,  Ask  Questions  Later" 

A  congressman  takes  out  after  those  stock- 
swap  takeovers. 

92  Companies: 

Taft  Broadcasting  Co. 

Hard-charging  Charles  Mechem  is  getting 
little  Taft  into  just  about  every  glamorous 
business  around. 


101  Cover  Story: 

Molting  Time  At  Textron 

Sooner  or  later,  every  conglomerate— even 
the  model  conglomerate— must  shed  its  most 
disparate  parts  and  settle  down  as  an  ordinary 
operating  company. 


110  Profiles: 

Shipowner  Ted  Arison 

Little-known  outside  his  profession,  he  par- 
layed one  debt-ridden  cruise  ship  into  a  $250 
million  business  empire. 

124  Companies: 

Moore  Corp.  Ltd. 

Just  because  something  is  inevitable  doesn't 
mean  it  will  be  easy. 

126  Companies: 
IC  Industries 

Nearing  the  end  of  a  long,  hard  journey. 

132  As  I  See  It: 

Fernand  Braudel 

Forbes  talks  with  the  great  French  historian 
who  charts  the  ebb  and  flow  of  history  in  the 
daily  grind  of  ordinary  people. 

136  Companies: 
Dart  &  Kraft 

Nothing  to  send  up  rockets  about— yet. 
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place  at  the  right  time. 
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pect  that  makes  tax  ac- 
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mighty  jittery. 


146  Companies: 
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Maybe  those  foreigners  aren't  so  bad. 

150  The  Numbers  Game: 

What  Really  Are  Life  Insurance  Profits? 

Curing  the  disease  might  be  easier. 

151  Investments: 
Stock  Index  Futures 

"This  can  be  the  most  successful  financial 
instrument  ever."  That's  what  the  enthusi- 
asts say.  It  should  give  you  pause. 
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require  certain  social  con- 
ditions ...a  certain  neu- 
trality, or  weakness  or  per- 
missiveness by  the  State. " 


154  Personal  Affairs: 

Blame  It  On  Izaak  Walton 

Forbes  goes  trout  fishing  in  the  Adiron- 
dacks— where  to  stay,  what  to  take  and  where 
to  go  to  learn  the  art. 


166  Statistical  Spotlight: 
Cream  Of  The  Crop 

Winnowing  a  universe  of  over  7,000  compa- 
nies to  27  superperformers. 

170  The  Money  Men: 
Howard  (Pete)  Colhoun 

When  are  small  investment  firms  better  than 
large  ones?  Always,  says  a  man  who  spent 
most  of  his  career  with  large  ones. 

171  Streetwalker: 
Deere  &  Co. 

Remember  that  a  company  with  a  sound 
balance  sheet  and  solid  business  prospects 
has  fundamental  value. 

172  The  Funds: 

The  44  Wall  Street  Fund 

Only  the  superrich  need  apply.  That  was  a 
wonderful  thing  for  the  rest  of  us  last  year. 
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Seeing  isn't  necessarily  believing 

According  to  the  New  York  Times-CBS  News  Poll,  seven  Americans  in 
ten  refuse  to  believe  inflation  has  slowed.  Curious.  Nearly  three- 
quarters  of  the  public  turns  away  from  solid  evidence.  I  asked  Forbes' 
columnist  Srully  Blotnick,  a  psychologist,  why  this  was  so.  Said  he: 
"When  you  mention  to  most  people  that  inflation  is  coming  down, 
they  hit  you  with  the  supermarket.  'Milk  isn't  down,'  they  say.  'Meat 
isn't  down.  Pork  is  up.'  "  But  why  do  people  ignore  almost  every  other 
price  action  and  concentrate  on  groceries?  Partly  because  food  is  their 
most  frequent  purchase,  but  more  important,  because  of  momentum. 
People  can't  easily  come  to  grips  with  the  idea  that  something  as 
powerful  and  familiar  as  inflation  is  really  dwindling.  Their  skepti- 
cism is  understandable  but  not  necessarily  correct.  See  "What's 
Ahead  for  Business,"  on  page  25. 

A  managerial  transformation 

Executive  Editor  Jim  Cook  is  one  of  Forbes'  great  resources.  Earlier 
this  year,  when  most  of  the  media  were  gloating  that  the  energy  crisis 
was  over,  Cook  wrote  "The  great  oil  swindle,"  predicting  that  falling 
oil  prices  were  unlikely  to  stay  down.  He  was  proved  right  faster  than 
he  expected  to  be.  In  this  issue  Cook  turns  his  versatile  talents  to 
corporate  strategy  and  explains  how  famed  Textron  is  successfully — 
but  somewhat  painfully — transforming  itself  from  an  old-time  con- 
glomerate into  a  solid  operating  company.  Starts  on  page  101. 

Politicians  propose,  history  disposes 

I  keep  hearing  and  reading 
that  "Reaganomics  has 
failed."  Why  failed?  Be- 
cause lots  of  people  are 
out  of  work  and  interest 
rates  are  ridiculously 
high.  The  old  instant 
gratification  syndrome. 
The  Reagan  Administra- 
tion is  trying  to  reverse 
unhealthy  trends  that 
have  raged  for  decades  and 
yet  people  become  impa- 
tient because  no  miracles 
have  been  wrought.  As  an  antidote  to  such  self-defeating  short- 
sightedness, we  recommend  a  reading  of  the  Forbes  interview  with 
the  great  French  historian  Fernand  Braudel.  In  a  fascinating  talk  with 
our  Lawrence  Minard,  Braudel  puts  the  world  economic  situation  into 
a  remarkable  perspective.  Read  it  and  see  why  we  call  him  "a 
businessman's  historian."  Read  it  and  find  out  why  Braudel  laughs 
when  politicians  promise  fast  cures  for  deep-seated  ailments.  Starts 
on  page  132. 

All  companies  are  created  equal 

All  the  oil  service  stocks  have  been  badly  battered  this  year.  The  stock 
market  simply  doesn't  always  distinguish  differences  among  manage- 
ment styles  and  products  and  marketing  in  the  same  industry.  But 
Forbes  does  make  the  distinctions,  and  from  our  Houston  bureau  Bill 
Baldwin  and  Toni  Mack  pick  oil  service  companies  that  can  count  on 
superior  products  and  superior  management  to  buck  the  downturn. 
Starts  on  page  42. 
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1982  The  Prudential  Insurance  Company  of  America,  Newark,  N  J 


three- 

DRBES' 

lid  he: 


Ig  as 


A  FAMILY  THAT  INHERITS  A  BUSINESS 
USUALLY  INHERITS  A  HEADACHE 


it  happens  to  your  business  if 
lething  happens  to  you?  Your 
ly  might  not  want  to  keep  it  going, 
/orse,  they  might  want  to.  And  not 
ble  to.  It's  bound  to  be  a  headache 
hem,  at  a  time  when  they  least 
J  one.  That's  the  comfort  of  a  Buy/ 
Agreement  funded  through 
tential  Insurance.  Your  family 
sives  the  value  of  the  business  in 
1  rather  than  the  headache  of  the 
ness  itself. 

Properly  structured,  a  Buy/Sell 
eement  sets  up  the  future  sale  of 
r  business  and  can  guarantee, 
•ugh  life  insurance,  that  the  money 


will  be  there.  It's  a  good  way  for  sole 
proprietors,  partners  and  close 
corporation  stockholders  to  arrange 
an  orderly  transfer  of  business 
interests  at  the  time  of  death. 

It  works  like  this:  A  Prudential 
agent  works  with  you,  your  attorney 
and  accountant  to  estimate  the  value 
of  your  business  interest.  Then  an 
equivalent  amount  of  life  insurance  is 
purchased  with  a  chosen  buyer  as 
beneficiary.  The  buyer  can  be  anyone. 
An  heir,  an  outside  party,  an  employee, 
a  stockholder,  or  a  partner. 

When  you  die,  the  buyer  gets  the 
money— exempt  from  income  tax— 


and  uses  it  to  buy  the  business  interest 
from  the  estate.  The  proceeds  then 
go  to  your  family. 

A  Buy/Sell  Agreement  means, 
in  short,  that  you  determine  who  will 
buy  your  business  interest.  And  what 
will  be  paid.  And  you  know  the  money 
will  be  there  when  it's  needed.  Call 
your  Prudential  agent  about  this  very 
important  piece  of  protection  for 
your  family  and  your  business. 

(M  Prudential 

Life  Health  Auto  Home 


xx  Prudential  agent  knows  a  lot  more  than  insurance. 


Mazda  GLC 
Proof  that  an  extraordinary 
economy  car  is  not  built  by  ar 
ordinary  car  company 


ati 

v 


The  more  you  look  at  our 
front- wheel -drive  GLC, 
the  more  you  become 
aware  of  one  vital  fact. 

It's  an  exceptional 
value. 

We  also  believe  it's 
an  exceptional  piece  of 
engineering.  When  our 
engineers  first  designed 
the  GLC,  thev  were  free 
to  analyze  existing  front- 
wheel-drive  technology. 
They  were  free  to  im- 
prove it  in  virtually  every 
area.  And  they  did. 

The  result  is  a  car  with 
handling,  responsive- 
ness and  ease  of  steering 
that  comes  as  a  pleasant 
surprise  to  those  accus- 
tomed to  driving  ordin- 
ary fro  n  l  -  w  heel-drive 


44 


EST. 
hwy 
mpg 


34 


EST. 
mpg 


Yet  never 
does  the  GLC 
ignore  the 
importance  of 
fuel  economy. 
How  Mazda  engineers 
handled  handling. 

When  the  wheels  of 
a  car  are  subjected  to 
a  rearward  force— when 
you  go  over  a  bump,  for 
example— they  tend  to 
toe-out.  Such  a  change 


ADVANCED 
FRONT  WHEEL 
DRIVE 


interferes  with  the  car's 
stability. 

Mazda  engineers 
developed  a  rear  sus- 
pension for  the  GLC 
that  includes  a  patented 
Twin  Link  design  whose 
geometry  counteracts 
this  effect.  Instead  of  toe 
ing  out,  the  rear  wheels 
of  the  GLC  remain  in 
neutral  position  to  help 
hold  the  car  on  track. 
An  economy  car 
that's  fun  to  drive. 

The  Mazda 
GLC  is  far 
from  dull.  It's 
powered  by  a 
transverse- 
mounted, 
overhead  cam, 
4-cylinder, 
1.5  litre  engine 


with  hemispherical 
combustion  chambei 
and  high  swirl  intake 
porting  for  efficient 
combustion. 
Excellent  resale  val 
The  1979  GLC  3-E 
Hatchback  has  retain* 
an  impressive  100.8% 
of  its  original  suggest 
retail  price,  accorain^ 
to  the  Kelley  Blue  Boc 
Mar.-Apr.  1982.  And  \ 
have  every  reason  to 
believe  that  today's  G 


1979  MODEL 


Mazda  GLC 
Hatchback 


VW  Rabbit 
Hatchback 


Toyota  Corolla 
2  Dr.  Sedan 


Honda  Civic 
1500  Hatchback 


RETAINED  VALUE 


80%    90%  100% 


100 


84 


98. 


i  laintain  excellent 
!.  value, 
ig  list  of 
I  lard  features. 

.  :andard  features  on 
I  (azda  GLC  Custom 
lie  1.5  litre  overhead 

-cylinder  engine 
bk-and-pinion  steer - 
\  Split  fold-down 
i.eat  backs  •  Power 
[  disc  brakes  •  4- 
t  ;1  independent 
i  msion  •  Whitewall 
•belted  radials 
:tric  rear  window 
>ster  •  Cut-pile  car- 
ig  •  Remote-control 
;?s  door  mirror 
ted  glass  •  Reclin- 
ront  bucket  seats 
5y  now,  you  should 
llerstand  why  we  say 
GLC  is  an  extraordi- 
I  economy  car.  But  is 
company  behind  the 
i  qually  extraordinary? 
Ifes. 

atmosphere  of 
'ilvement. 

fvlazda  has  developed 
hse-knit  manage- 
it-labor  relationship 

has  resulted  in 
ng  employee  interest 
"  aspects  of  the 
pany's  operations. 
"  ing  management's 
ern  for  sales  and 
fits  stride  for  stride, 
:>loyees  are  deeply 
)lved  in  many  areas, 
uding  ways  to 
>rove  quality. 
Mazda  management 
ourages  this  atmos- 
;re  of  involvement 
I  has  developed  sev- 
l  systems  to  deeply 
olve  the  worker, 
w  we  invite 
rticipation. 
Our  Employee 
ggestion  Program, 
example,  has  been 
rcessfully  operated 
oughout  the  company 
more  than  25  years, 
ty  employee  may  sug- 
5t  an  idea  for  improv- 
5  operations  or  the 
>rking  environment. 
1981  alone,  our 


employees  contributed 
over  1%  million  sug- 
gestions and  over  50% 
were  adopted! 

Mazda  Quality 
Circles  provide  another 
valuable  forum  for 
employee  participation. 
Currently,  there  are  2147 
Circles  with  over  16,000 
employees  engaged 
in  a  number  of  problem- 
solving  activities— 
including  ways  to 
increase  quality. 

MQ  Circles  usually 
consist  of  seven  to  eight 
volunteer  members.  They 
meet  on  their  own  time 
several  times  monthly 
to  discuss  and  solve 
the  issues  they  are  con- 
cerned with. 

These  Circle  activities 
have  made  tremendous 
contributions  to  in- 
creased productivity  and 
quality.  But  more  impor- 
tantly, they  have  pro- 
vided employees  with  an 
opportunity  to  participate 
and  gain  a  sense  of 
accomplishment . 
Our  quest  for  quality. 

We  want  to  continue 
to  offer  the  finest  possi- 
ble quality  automobiles 
at  the  least  possible  cost. 
So  improved  quality  is  a 
continuing  goal  of  ours. 
And  programs  like  these 
have  led  to  many  signif- 
icant contributions  in 
this  area. 

Our  intense  commit- 
ment to  quality  is  paying 
impressive  dividends 
both  corporately  and  for 
the  over  one  million 
people  who  buy  our 
products  each  year  in  our 
110  markets  worldwide. 
And  has  helped  make  the 
GLC  the  most  successful 
new  product  in  Mazda's 
50  year  history  of  pro- 
ducing automobiles. 

The  more  you  look  at 
all  the  quality  that  goes 
into  every  Mazda,  the 
more  you  like  the  quality 
of  the  company  benind 
the  car. 


SOME  ADDITIONAL  INTERESTING  FACTS  ABOUT  MAZDA: 

Mazda  productivity 
has  risen  97.8%  in 
just  5  years. 


JAPAN  S  LEADING 
MOTOR-VEHICLE  PRODUCERS 
Total  Units 
Rank      Company  1981 

1  Toyota    3,220,418 

2  Nissan   2,584.288 

3  Mazda   1,176,608 

4  Mitsubishi    1,094,793 

5  Honda    1,008,927 

6  Suzuki   578,876 

7  Subaru  472,639 

8  Daihatsu   472,254 

9  Isuzu   457,242 


Mazda  is  the 
third  largest 
motor-vehicle 
producer  in  Japan. 
We're  also  the 
ninth  largest  in 
the  zvorld.t 


X245,696  units  were 
sold  worldwide  in 
FY  1981. 


The  depth  of  Mazda 
employee  involvement 
is  shown  by  the 
number  of  suggestions 
made  and  adopted. 


Net  after-tax  income 
was  $85.0  million. 


tSource:  Japanese  Automotive  Manufacturers  Association 


FOR  A  FREE  COPY  OF  THE  1981  MAZDA 
ANNUAL  REPORT  AND  A  GLC  CATALOG, 
SIMPLY  FILL  OUT  THIS  COUPON  AND 
SEND  IT  TO: 


Hooven  Business  Mail 
P.O.  Box  15014 
Los  Angeles,  CA  90015 
Attn:  Mazda  GLC  Offer 


*1982  EPA  estimates  for  comparison 
purposes  for  GLC  Custom  3-door 
with  4-speed  transmission.  Your 
mileage  may  vary  with  trip  length, 
speed  and  weather.  Actual  highway 
mileage  will  probablv  be  less. 


Trends 


Edited  by  John  A.  Conway 


Getaway  money 

Americans  still  aren't  ready  to  plunk 
down  big  money  for  houses,  cars  or 
major  appliances,  according  to  a  sur- 
vey by  the  University  of  Michigan. 
One-third  of  the  more  than  2,000 
households  surveyed  reported  they 
had  postponed  major  purchases, 
mainly  because  of  high  interest  rates. 
Two-thirds  said  they  expected  bad 
times  financially  during  the  next  12 
months.  In  spite  of  this  gloomy  pic- 
ture (or  perhaps  because  of  it),  the  U.S. 
tourist  industry  is  expecting  a  good 
summer.  The  U.S.  Travel  Data  Cen- 
ter, an  industry  group,  predicts  a  4%- 
to-5%  increase  in  travel  in  June,  July 
and  August.  Economist  Douglas 
Frechtling,  director  of  the  center,  says 
personal  income  has  been  rising  faster 
than  vacation  prices,  and  "brutal" 
winter  weather  in  many  parts  of  the 
country  has  created  a  pent-up  de- 
mand. Thus,  consumer  reluctance  to 
invest  in  big-ticket  items  will  help, 
Frechtling  says,  because  many  people 
will  use  at  least  some  of  their  July  1 
income  tax  cut  for  vacationing  rather 
than  for  the  down  payment  on  a  new 
refrigerator. 


Silver  linings 

Hard-hit  U.S.  domestic  airlines  over- 
all carried  265.1  million  passengers 
around  the  country  last  year,  7.7  mil- 
lion fewer  than  in  1980,  but  commut- 
er airlines  ran  counter  to  the  trend. 

At  16  million,  the  commuter  pas- 
senger load  was  up  8%,  according  to  a 
survey  by  Commuter  Air  magazine,  and 
the  number  of  miles  traveled  per  pas- 
senger increased  by  7.8%.  Worldwide, 
the  highflyers  among  airlines  were 
the  Arabs.  The  Arab  Air  Carrier  Orga- 
nization reports  that  its  18  members, 
from  Air  Algerie  to  Yemen  Airways, 
carried  28  million  passengers  in  1981, 
up  12.3%  from  1980,  took  delivery  of 
23  new  planes  and  have  36  on  order. 


The  deadbeat  biz 

You  might  think  commercial  collec- 
tion agencies  would  prosper  when  ev- 
eryone else  could  not,  but  that  is  not 
entirely  the  case.  The  bill  collectors 
are  not  doing  so  well  as  you  might 
think.  True,  collection  agencies  get  a 
lot  more  business  in  hard  times.  But 
their  profits,  of  course,  depend  on  how 
much  they  actually  collect,  and  that 
proportion,  not  surprisingly,  goes 
down  in  a  recession.  For  examj  !e,  at 
Mid-Continent  Adjustment  Co.  of 


Chicago,  which  is  one  of  the  nation's 
ten  largest  agencies,  account  volume 
increased  from  $30  million  in  1980  to 
$42  million  last  year,  but  the  com- 
pany collected  about  20%  less  per  ac- 
count. Says  Mid-Continent  President 
Les  Kirschbaum:  "We're  only  boom- 
ing on  paper.  Our  business  will  pick 
up  as  the  economy  does.  We  may  get 
fewer  claims,  but  we'll  have  a  better 
chance  of  getting  people  to  pay 
them." 


Chew  on  this 

While  tobacco  use  overall  continues  a 
steady  decline  (per  capita  cigarette 
consumption  down  5%  over  the  past 
10  years,  cigars  down  56%),  chewing 
tobacco  and  snuff  are  more  than  hold- 
ing their  own.  According  to  U.S.  De- 
partment of  Agriculture  figures, 
smokeless  tobacco  use  was  up  22% 
over  the  same  decade.  U.S.  Tobacco, 
the  $280  million  (sales)  Greenwich, 


Pitcher  Spark)'  Lyle 

There  is  just  one  thing.  .  .  . 


Conn,  company  that  makes  nothing 
but  smokeless  tobacco  products,  in- 
creased its  sales  50%  between  1975 
and  1980  and  last  year  opened  a  new 
$28  million  plant.  Unlike  cigarette 
makers,  U.S.  Tobacco  is  free  to  adver- 
tise on  TV,  where  singer  Charlie  Dan- 
iels and  former  pro  football  star  Walt 
Garrison  plug  its  popular  snuff,  Skoal. 
Industry  officials  insist  that  health  is 
not  a  big  factor.  Rather,  they  say,  snuff 
and  chewing  tobacco  leave  the  user's 
hands  free  (hence  its  popularity  with 
baseball  players)  and  do  not  have  the 


social  drawbacks  of  smoke,  flame  anc 
smell.  There  remains,  of  course,  what 
Gerry  Gilmartin,  executive  director  of 
the  Smokeless  Tobacco  Council,  calls 
"the  expectoration  factor." 


Hard  times 

Only  a  handful  of  energy-rich  states, 
many  of  them  with  severance  taxes, 
will  do  well  financially  during  the 
1980s,  according  to  a  nationwide 
study  group.  Only  states  like  Alaska, 
Montana,  New  Mexico,  Texas  and 
Wyoming  may  not  face  tough  times, 
says  the  Education  Commission  of  the 
States,  a  Denver-based  group.  Major 
reasons:  cuts  in  federal  taxes  (to  which 
state  rates  are  often  tied),  cutbacks  in 
federal  aid  and  the  recession.  The  in- 
evitable result  will  be  higher  state 
taxes.  Last  year  alone,  say  researchers 
at  the  Tax  Foundation  in  Washington, 
the  states  approved  $3.8  billion  in  an- 
nual tax  increases,  the  largest  increase 
in  ten  years.  And,  says  the  founda- 
tion, "many  state  governors  are  ask- 
ing for  substantial  increases  in  fees 
and  charges,"  ranging  from  tuition  to 
criminal  fines  or  professional  li- 
censes. In  all,  26  of  the  45  state 
legislatures  in  session  this  year  are 
considering  tax  increases.  (See  p.  37.) 


One  of  the  family 

When  the  U.S.  lined  up  with  Britain 
in  the  Falklands,  Ford  Motor  Co.  held 
its  breath.  With  sales  of  over  80,000 
cars  and  trucks  in  Argentina  in  1981, 
Ford  would  have  plenty  to  lose  if  anti- 
American  feeling  led  to  a  boycott  of 
its  products.  So  far,  no  such  problems 
have  materialized,  the  automaker 
says.  Probable  reason:  No  U.S.  citi- 
zens work  for  Ford  in  Argentina;  the 
total  work  force  of  9,600  is  entirely 
Argentine.  "The  people  there  see  Ford 
as  an  Argentine  company,"  says  a 
hopeful  Ford  spokesman  in  Dearborn. 
Ford,  which  has  operated  in  Argentina 
for  69  years,  says  it  has  31.7%  of  the 
country's  new-car  market  and  45.8% 
of  the  new-truck  market.  Interesting- 
ly, one  Ford  spokesman  who  spoke  to 
Forbes  consistently  referred  to  the 
disputed  islands  as  the  Malvinas — Ar- 
gentina's name  for  them. 


The  murmuring  forest 

Trees  talk  to  each  other,  says  David 
Rhoades,  research  associate  in  zool- 
ogy at  the  University  of  Washington 
in  Seattle.  Rhoades  has  been  studying 
alder  and  willow  trees  in  the  Pacific 


in 
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vJorthwest  to  find  out  how  they  pro- 
ect  themselves  against  tent  caterpil- 
ars.  He  concluded  that  infested  trees 
lave  some  way  of  warning  their  near- 
ly fellows  in  time  for  the  uninfested 
:rees  to  produce  protective  chemicals 
n  their  leaves.  "If  I'm  wrong,"  says 
ilhoades,  "I'll  never  live  it  down." 


The  farm-buying  myth 

Those  recurring  alarms  over  oil-rich 
Arabs  grabbing  up  huge  tracts  of  pre- 
cious American  farmland  are  without 
sasis,  according  to  a  new  report  from 
the  Agriculture  Department.  The  big 
foreign  land  buyers,  in  fact,  have  been 
Canadian  and  West  German.  Major 
oil  producers  like  Libya  and  Saudi 
Arabia  are  among  the  smallest  buyers. 
Farm  groups  have  been  raising  the 
specter  of  foreign  ownership  to  the 
point  where  8  states  now  require  re- 
ports of  such  purchases,  and  30  have 
laws— some  of  them  long-standing — 
to  curb  foreign  farm  buying.  Agricul- 
ture officials,  however,  find  that  for- 
eigners "do  not  appear  to  be  taking 
purchased  agriculture  land  out  of  pro- 
duction and,  in  general,  the  quantity 
of  foreign-owned  U.S.  agricultural 
land  is  too  small  to  measure  the  im- 
pact on  agriculture  at  the  national 
level."  The  latest  government  statis- 
tics, which  cover  1981,  show  that 
56%  of  all  nonurban  land  bought  by 
foreigners  was  forest;  13%  was  crop- 
land and  26%  for  pasturage  and  other 
agricultural  use.  Foreign  ownership 
did  increase,  to  12.7  million  acres 
from  10.1  million  in  1980,  but  the 
total  was  still  less  than  1%  of  all  U.S. 
farm  and  forest  land. 


See,  nothing  to  it 

Foreigners  can  sell  in  Japan,  the  Japa- 
nese say.  Among  the  winners:  Coca- 
Cola,  with  60%  of  the  carbonated 
beverage  market;  Nestle,  with  63%  of 
the  instant  coffee  business;  CPC  In- 
ternational's Knorr  brand,  with  84% 
of  the  dry  soup  market;  and  Campbell 
with  39%  of  canned  soup.  P&G  sells 
half  of  the  disposable  diapers  in  Ja- 
pan, Dunlop  55%  of  the  golf  balls, 
and  Kodak  and  Polaroid  together  90% 
of  the  instant  cameras.  Warner-Lam- 
bert has  70%  of  the  safety  razor  blade 
market  and  Owens-Illinois  60%  of 
stem  wine  glasses.  The  most  success- 
ful firms,  says  Japan's  Ministry  of 
International  Trade  &  Industry,  ei- 
ther have  immense  financial  and 
technological  resources  or  enter  into 
joint  ventures  with  Japanese  compa- 
nies. That's  the  way  Warner-Lambert 
beats  Gillette. 


If  you'd  like  a  booklet  that  tells  you  more  about  our  tour,  drop  us  a  note. 

IN  MOORE  COUNTY,  you  can  buy  every  - 
thing  from  Tennessee  hams  to  Tennessee 
hounds.  But  never  Tennessee  Whiskey. 

Surprisingly,  the  county  where  we  make  Jack 
Daniel's  is  dry.  So  even  if  we  wanted  to  sell 
our  whiskey  here,  the  sheriff  wouldn't  go 
along.  Still,  we  think  you'll 
enjoy  a  tour  through  our  dis- 
tillery and  a  stroll  through 
our  town.  Just  drop  in 
anytime.  You'll  learn  a  lot 
about  good  whiskey.  And 
you  might  latch  on  to  a 
pretty  fair  dog. 


CHARCOAL 
MELLOWED 


DROP 


BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Inc.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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Whenyour bank becomes a 
correspondent  of  Rrst  Chicago, 
you  gain  a  new  partner: 

The  Erst 'Sam 


As  a  money-center  bank.  First  Chicago  can 
offer  financial  institutions  wide-ranging 
services,  fast  responses,  and  one  other  very 
important  advantage:  A  true  partnership  that 
supports  instead  of  supplants. 

It  begins  with  The  First  Team.  You'll 
work  closely  with  your  relationship  manager 
in  both  credit  and  non-credit  services.  You'll 
also  be  supported  by  other  members  of  the 
Team,  specialists  in  all  the  vital  services  you 
need:  from  foreign  exchange  to  cash  manage- 
ment to  trade  finance,  and  more. 

E.  Neal  Trogdon.  Senior  Vice  President/ 
Division  Head.  U.S.  Financial  Institutions:  "We 
respect  our  partner's  position  in  the 
marketplace,  and  we  back  up  our  cor- 
respondents' customer  relationships 
with  strong,  state-of-the-art  products 
and  services.  We'll  stack  our  response  time 
and  expertise  against  any  other  bank!' 

"Our  relationship  managers  are  skilled 
in  responding  quickly  and  flexibly  to  the 
needs  of  our  partners  and  their  customers- 
both  domestically  and  worldwide!'  notes 
Thomas  M.  King.  Vice  President/Midwest. 

From  the  Atlanta  Regional  Office, 
Debra  G.  Green.  Vice  President/ Relationship 
Manager,  adds:  "Because  First  Chicago 
relationship  managers  are  based  in  your 
territory  we  can  deliver  our  extensive 
resources  when  and  where  they're  needed!' 


Get  The  First  Team  working  for  you . . .  and 
with  you.  Call  Neal  Trogdon  at  (31 2)  732-7780. 

First  Chicago  Worldwide 

Atlanta — Balti  more — Boston — Chicago —Cleveland — 
Dallas— Houston  — Los  Angeles— Miami  — New  York- 
San  Francisco— Washington.  D.C.— Abu  Dhabi— Athens- 
Beijing  —  Bei  rut  —  Brussels — Buenos  Ai  res — Cai  ro — 
Calgary — Caracas —Cardiff — Dubai  —  Dublin  — 
Dusseldorf — Edinburgh— Frankfurt— Geneva  — 
Guernsey  —  Hong  Kong— Jakarta— Kano— Kingston — 
Lagos— London — Madrid — Manila — Mexico  City  —  Milan  - 
Munich — Nairobi  —  Panama  City — Paris — Port-au-Prince  - 
Port  Harcourt— Rome— Rotterdam— Sao  Paulo- 
Seoul— Sharjah— Singapore— Stockholm— Sydney— 
Tokyo — Toronto —Warsaw — Zurich 


FIRST  CHICAGO 

The  First  National  Bankof  Chicago 


THE 


©  1982  The  First  National  Bank  of  Chicago.  Member  FD.I.C. 
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The  best  hotel 
value  inLondon. 

One  of  London^  ^t,  most 

modern  hotels  with  bath, 
shower  and  color  TV  in  every 
room.  A  central  Kensington 
location  with  all  of  London  s 
attractions  within  easy  reach. 
Plus  a  variety  of  restaurants 
cocktail  lounges  and  shops  all 
under  the  same  roof.  And I  with 
single  occupancy  under  $7b 
it's  got  to  be  the  best  hotel 

value  in  London.  Call  tor 
reservations,  800-223-6537. 
N  Y  State  800-631-7917. 
N.Y.C.  557-U10. 


"Based  on  current  conversion  rales 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
  (see  above  name  on  label) 


Name  ( ple:ise  print  I 


New  Address: 


City 


State 


Date  of  Address  Chance 


Zip 

"F3820 


Follow-Through 


R.I.P.  for  a  ripoff 

Forbes  first  scented  trouble  in  the 
affairs  of  C.  Amholt  Smith  a  dozen 
years  ago  (Aug  /5.  19~n,  when  the 
California  wheeler-dealer  was  a  crony 
at  the  Nixon  White  House  and  chair- 
man and  principal  owner  of  a  $700 
million  hank,  a  $215  million  con- 
glomerate, an  airline,  the  San  Diego 
Padres  baseball  club  and  scores  of  pri- 
vate companies.  Four  years  later  an- 
other look  (Aug  1 5.  1975)  showed  that 
the  man  a  local  paper  once  dubbed 
"Mr.  San  Diego  of  the  Century"  was 
in  deep  trouble.  His  bank,  U.S.  Na- 
tional, had  caved  in  in  1973,  and  his 
conglomerate,  Westgate-California, 
followed;  his  friend  Richard  Nixon 
was  in  disgrace;  the  Padres  belonged 
to  hamburger  king  Ray  Kroc.  Smith 
had  pleaded  no  contest  to  looting  his 
public  company  (and  drew  a  cream- 
puff  fine).  Four  years  later  (Forbes, 
hollow-Through,  June  11.  1979)  he  was 
found  guilty  on  additional  charges, 
and  though  the  jail  doors  loomed,  he 
never  entered. 

Early  last  month  a  Nevada  court 
wrote  finis  to  the  Wcstgatc  story, 
and  the  company  finally  vanished 
from  the  U.S.  corporate  roster  after 
eight  years  in  Chapter  10.  The  6,000 
stockholders  who  held  2  million  out- 
standing shares  were  paid  off,  at 
$28.25  a  share. 

If  the  intervening  inflation  and  lost 
dividends  were  ignored,  some  came 
out  whole.  (Wcstgatc  sold  for  $6  be- 
fore it  filed  for  bankruptcy.) 

C.  Arnholt  Smith  had  no  comment, 
but  at  83  he  was  still  free,  fust  where 
was  uncertain.  The  Smiths  still  have 
homes  in  La  folia  (in  Mrs.  Smith's 
name),  in  Palm  Springs  (title  not  clear) 
and  in  Rancho  Santa  Fc,  where  his 
daughter  maintains  a  residence. 
Smith's  family  corporation,  U.S. 
Holding,  owns  1.6  million  shares  of 
convertible  Wcstgatc  Class  B  com- 
mon, but  the  bankruptcy  trustee  says 
it  is  worthless. 

What  farm  problem? 

The  clouds  that  darken  farmers'  skies 
seem  to  avoid  Rochester,  N.Y.  "I'm 
getting  a  little  itchy.  The  last  acquisi- 
tion we  made  was  a  year  ago  yester- 
day," Hugh  Cumming,  then-president 
of  Curtice-Burns,  Inc.  of  that  city,  told 
Forbes  last  year  (Mar  J,  1<),S1).  The 
fastest-growing  branded  foods  firm  in 
the  U.S.,  C-B  had  an  earnings  increase 
of  70%  on  a  153%  rise  in  sales  over 
the  previous  five  years,  and  it  boasted 


an  enviable  18.3%  return  on  cqui( 
That  weatherproof  success  was  has] 
largely  on  its  unique  relationship 
with  the  Pro-Fac  Cooperative,  Inc.,  1 
880-member  tax-exempt  agncultur 
coop  that  sells  output  solely  to  Cij 
tice-Burns.  In  exchange  for  a  guarai 
teed  market  and  a  50%  interest 
C-B's  pretax  profits,  Pro-Fac  lend 
back  70%  of  its  share  of  earning 
interest  free.  Those  loans  arc  usd 
largely  for  acquisitions. 

This  formula  for  success  has  coi 
tinued  to  pay  off.  For  the  latest  J 
months,  C-B's  earnings  were  up  i0°A 
to  $6.8  million,  on  sales  gains  « 
12.4%,  and  sales  should  hit  $480  mi, 
lion  for  the  fiscal  year  ending  in  Jum 
"Of  our  increased  sales,  about  ha 
have  come  from  acquisitions  and  ha 
from  internal  operations,"  says  Rot 
ert  Hutchinson,  president  since  Curr 
ming  retired  in  February. 

Shortly  after  Forbes'  visit,  Cunj 
ming  picked  up  Lucca  Packing  Co., 
small  California  maker  of  frozei 
Mexican  .and  canned  Italian  special 
ties.  Last  November,  Cummin, 
bought  Seabrook  Food's  southern  di 
vision  from  textilemaker  Spring 
Mills  for  $31  million.  "Lucca  fits  well 
with  our  Nalley's  brand  of  canned 
meats,"  says  Hutchinson.  Seabrool 
molded  into  C-B's  branded  foods  busi 
ness  (now  about  60%  of  sales)  and 
added  to  its  private  label  business 
(about  25%)  frozen  greens,  okra  anc 
black-eyed  peas  for  chains  like  Shop 
Rite  and  Winn-Dixie. 

But  the  30%  leap  in  earnings  last 
year  had  as  much  to  do  with  supply 
and  demand  as  acquisitions.  "I  guess 
it's  an  anomaly,"  Hutchinson  notes, 
"but  margins  are  going  up  because  oui 
farmers  had  short  crops  and  we  were 
able  to  increase  prices  on  fruit  prod- 
ucts." Oversupply  in  sugar  helped: 
C-B's  Michigan  Fruit  Canners  divi- 
sion sells  pie  fillings  and  puddings-J 
both  sugar  users— to  food  services  and 
retail  outlets:  "We  have  been  able  to 
reduce  prices,  but  we've  gotten  better 
margins,"  Hutchinson  says. 

Despite  gains  in  sales  and  earnings, 
C-B  has  yet  to  improve  its  stock  price. 
Return  on  equity  stands  at  18.5% — 
putting  Curtice-Burns  fourth  in  prof- 
itability for  Forbes'  branded  foods 
group— but  the  stock  still  sells  at  a 
lowly  multiple  of  5'/2. 

Although  C-B  has  lowered  its  com- 
modity business  to  23%  of  sales, 
Hutchinson  hopes  to  follow  in  the 
footsteps  of  his  predecessor  and  make 
more  acquisitions  in  the  regional  spe- 
cialty food  business.  "We're  eager  to 
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Jnake  another  acquisition  in  the  next 
ew  months,"  says  Hutchinson,  "as 
ong  as  we  can  find  something  that 
tits  with  Pro-Fac."  Something,  that  is, 
that  Pro-Fac's  farmers  can  supply. 
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Heavy  weather 

C  Remember  National  Aviation  & 
guars  Technology  Corp.  fund?  A  little  over 
a  year  ago,  it  was  positioned  for  what 
its  managers,  Marc  Klee  and  Barry 
Gordon,  hoped  would  be  its  shining 
hour  (Apr.  27,  1981).  Over  half  its  as- 
sets were  aviation-related  and,  after 
all,  the  average  airline  stock  had  risen 
almost  60%  in  the  previous  year,  and 
the  S&P's  airline  index  had  gone  up 
27%  in  the  previous  three  months. 
Said  a  bullish  Gordon  at  the  time,  "I 
have  more  confidence  that  we  will 
outperform  the  market  than  that  the 
market  will  continue  to  go  up." 

Alas,  "things  went  from  good  to 
bad,"  a  chastened  Klee  now  concedes. 
Along  came  the  air  traffic  controllers' 
strike  and  the  recession.  With  the  air- 
lines reeling,  the  S&P's  airline  index 
plunged  from  its  1981  peak  of  63  in 
May  to  38  at  year-end,  a  drop  of  40%. 
Operating  losses  for  airlines  as  a  group 
were  $596  million  in  1981.  The  fund 
ended  the  year  down  10%,  with  its 
airline  component  off  7%. 

Are  Gordon  and  Klee  discouraged? 
Far  from  it.  "We  are  very  bullish  on 
airline  stocks,"  says  Klee,  in  a  near- 
perfect  echo  of  his  optimism  last  year. 
"Your  article  caught  the  top  [of  the 
market],"  he  says.  "Now,  we're  ready 
to  catch  the  bottom." 

Klee  expects  a  pickup  in  consumer 
spending  and  a  boom  in  long-post- 
poned vacation  plans  after  the  July  1  tax 
cut.  He  also  points  out  that  the  price 
discounting  of  1981  and  early  1982  is 
likely  to  lessen  now  that  Braniff,  a  chief 
discounter,  is  out  of  the  picture.  Says 
Klee,  "We  will  be  seeing  fare  increases 
in  most  markets." 

So  far  this  year,  the  S&P's  airline 
index  is  up  22% ,  to  46,  making  airlines 
one  of  the  brightest  areas  in  a  lacklus- 
ter stock  market.  While  the  National 
Aviation  fund  is  off  6%  in  1982,  its  air- 
line component  is  up  about  10%.  (In- 
stead of  over  50%  of  its  invested  assets 
in  airline  stocks  as  a  year  ago,  National 
Aviation  now  has  about  a  third.  How- 
ever, its  cash  position,  at  26%,  is  much 
higher  than  last  year's  1 4% . ) 

"Airline  stocks  will  go  sideways  for 
a  couple  of  months,  in  line  with  the 
market,"  predicts  Gordon.  "Then, 
there  is  a  lot  of  upside  potential." 
Adds  a  still-enthusiastic  Klee,  "I'm 
anticipating  a  marvelous  year — begin- 
ning July  1." 
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Before  your  product  design  is  cast 
in  cement,  call  Bodine.  We've  got  some 
concrete  ideas  to  help  you  assemble  it 


We'll  start  by  evaluating  your 
product.  We'll  tell  you  if  you 
need  to  modify  it  for  automated 
assembly.  Then  we'll  tell  you 
how.  In  most  cases  the  changes 
will  be  really  minor,  but  the 
benefits  can  be  major  indeed. 

Bodine  machines  can  reduce 
personnel,  inventory  and  field 
service  costs  while  increasing 
production  speed,  and  insuring 


consistency  and  quality. 

To  find  out  more,  write  for 
our  free  brochure,  "Bodine's 
Assembly  Primer",  or  call  our 
vice  president  Frank  Riley  for 
an  appointment.  The  Bodine 
Corporation,  317  Mountain 
Grove  Street,  Bridgeport,  Con- 
necticut 06605. 
(203)  334-3107. 


Mm 
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Readers  Say 


If  we're  broke  . . . 

Sir:  With  the  U.S.  a  trillion  dollars  in 
debt  and  the  chance  of  ever  having  a 
balanced  budget  about  as  likely  as  a 
snowstorm  in  Panama,  it  seems  to  me 
that  our  only  alternative  is  Chapter 
1 1 .  After  all,  look  what  it  did  for  Penn 
Central. 
—Bill  Price 
Lopez,  Wash 


First  rate  First  Lady 

Sir:  Re  "First  Ladies  Arc  Always  In 
The  Front  Line"  (Fact  and  Comment, 
May  24).  The  best  all-round  descrip- 
tion of  Mrs.  Reagan  that  I  have  read. 

— Mrs.  G.  Spearman 
Houston,  Tex. 

Sir:  There  are  many  of  us  who  feel  the 
same  way. 
—John  H.  Morice 
Mi/ford,  Conn. 


Don't  blame  us 

Sir:  The  article  "Down  from  the 
clouds"  (Mar.  1 )  implied  that  the  cur- 
rently depressed  state  of  the  American 
[forest  products]  industry  was  exacer- 
bated by  the  growth  of  Canadian  lum- 
ber imports.  However,  the  main  reason 
for  this  expansion  has  not  been  Canadi- 
an manipulation  of  stumpage  or  freight 
rates  but,  rather,  a  growing  U.S.  de- 
mand for  Canadian  lumber.  There  has 
been  an  annual  U.S.  log  supply  deficit 
over  the  past  decade  of  some  1 1  billion 
to  15  billion  board  feet. 

Canadian  lumber  imports  are  not 
the  problem. 

The  problem  is  interest  rates. 
— NR.  Dusting 
Senior  Vice  President. 
Council  of  Forest  Industries  of  British 

Columbia 
Vancouver,  B.C. 


Old?  Reliable?  Principled? 

Sir:  In  Fact  and  Comment  (May  24), 
MSF  asserts  that  Britain  is  the  "old- 
est, most  reliable  and  most  principled 
ally"  of  the  U.S. 

I  had  been  under  the  mistaken  im- 
pression that  Great  Britain  had  not 
been  a  "reliable"  supporter  of  Presi- 
dent Lincoln  or  of  the  Union  during 
the  Civil  War. 

I  failed  to  see  the  British  sacking  of 
Washington  in  1814  as  the  proper 


deed  of  a  "most  principled  ally." 

My  most  puzzling  error,  however, 
was  my  belief  that  France  had  been 
the  oldest  ally  of  the  United  States. 
Unless,  of  course,  Lafayette  had  been 
actually  a' disguised  British  agent. 
— Dr.  J.  Rivas-Micoud 
Former  Latin  American  diplomat, 
Pelham,  NY. 

For  our  further  thoughts,  see  Fact  and 
Comment./)  19. — MSF 


Forget  the  downside 

Sir:  Re  Social  Security  payments, 
military  retired  pay,  federal  civil  ser- 
vice pensions,  etc.,  that  arc  indexed  to 
the  Consumer  Price  Index  ("Much 
ado.  "  May  24).  None  of  the  statutes  or 
contracts  authorizing  these  increases 
contain  any  provisions  for  the  lower- 
ing of  payments,  if  by  some  miracle 
the  CPI  should  record  a  net  decline  for 
an  accounting  period. 
—John  C.  Stewart 
Sonoma,  Calif. 


What  generosity? 

Sir:  The  article  "Credits  where  cred- 
its are  due?"  (May  24)  claims  that 
".  .  .  generous  helpings  of  Treasury 
benefits  are  ladled  out  to  the  petro- 
leum and  coal  industry  every  year." 
You  value  these  savings  at  "just  over 
$3  billion  in  1979"  and  contrast  this 
with  the  moderate  tax  credits  ($254 
million)  in  solar  and  other  alternative 
energy  developments. 

You  didn't  mention  that  the  wind- 
fall profits  tax  on  the  domestic  petro- 
leum industry  took  in  $26  billion  in 
1981,  which  by  far  offset  any  tax  cred- 
its. Your  piece  also  neglected  to  men- 
tion that  the  percentage  depletion 
allowance  was  repealed,  at  least  as  it 
applied  to  major  oil  companies,  in 
1975. 

— David  B  Willmer 
Genera/  Manager,  Economics  Dept.. 
Standard  Oil  Co.  of  California 
San  Francisco,  Calif. 


Oxy  still  in 

Sir:  Your  story  "Who  says  shale  is 
dead?"  (May  24)  gave  the  impression 
that  Occidental  has  pulled  out  of  its 
oil  shale  project.  There  has  been  a 
planned  delay  in  the  development 
program  in  the  face  of  lower  world  oil 
prices  and  high  U.S.  interest  rates.  But 
Occidental  has  great  confidence  in 


the  future  of  oil  shale  in  general  and 
our  modified  in-situ  process. 

— Gordon  Reece 
Vice  /'resident.  Public  Relations, 
( Accidental  Petroleum  Corp. 
Los  Angeles,  Calif 


Harrods  is  suit-able 

Sir:  Your  article  on  bespoke  tailors 
(Personal  Affairs.  May  24)  refers  to  a 
London  establishment  "near  Har- 
rods." There  is  no  need  to  get  that 
long-desired  suit  near  Harrods,  since 
the  store,  which  holds  four  warrants 
from  the  royal  family,  has  been  mak- 
ing suits  for  gentlemen — including 
American  gentlemen — for  well  over  a 
century.  Bespoke  shirts,  too. 
—Robert  W  Block 
New  York,  NY. 


TV  trials — an  abuse 

Sir:  Having  been  a  participant  in  the 
television  industry's  activities  from 
their  inception,  I  am  naturally  preju- 
diced in  behalf  of  maximum  TV  cov- 
erage ("Trials  On  TV?"  /'act  and  Com- 
ment. Apr.  12). 

However,  on  the  assumption  that  a 
person  is  presumed  to  be  innocent 
until  proven  guilty,  the  unnecessary 
exposure  of  the  electronic  medium 
compounds  the  injustices  suffered  by 
the  innocent  and  transcends  the  pub- 
lic's right  to  know. 
—Melvin  L.  Gold 
New  York,  NY. 


There  goes  that  legend 

Sir:  In  Other  Comments  (May  24), 
author  Joe  McGinness  says  he  was 
told  by  the  residents  of  Talkeetna, 
Alaska  that  after  a  train  trip  President 
Harding  "had  numerous  drinks  in  the 
Fairview  Inn,  and  wound  up  dying 
three  days  later.  For  a  long  time,  resi- 
dents of  Talkeetna  proudly  boasted 
that  President  Harding  had  been  poi- 
soned at  the  Fairview  Inn." 

For  the  record:  President  Harding 
did  indeed  visit  Alaska  in  1923.  He 
then  left  and  arrived  in  San  Francisco 
July  29.  He  canceled  his  California 
speaking  tour  because  of  illness  and 
died  on  Aug.  2,  1923  in  San  Francis- 
co's famous  Palace  Hotel. 

Cause:  apoplexy. 
—Jack  R.  Wagner 
Sausalito,  Calif. 
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'More  and  more  factories  are  automating  with 
electronics.  It's  a  big  growth  opportunity  for  a 
company  that  makes  programmable  controllers, 
32-bit  minicomputers  and  data  networks.  Who  has 
the  right  electronics  for  factory  automation? 


Gould  is  concentrating  on  six  markets  it  believes  will  provide  the  greatest  growth  and  outpace 
the  rest  of  the  electronics  industry:  high-performance  32-bit  minicomputers,  factory  automation, 
test  and  measurement,  medical  instrumentation,  defense  systems,  and  electronic  components 
and  materials.  For  more  information  about  our 
growth  strategy,  write:  Gould  Inc.,  Department  A,  _ 
10  Gould  Center,  Rolling  Meadows, IL  60008.  aaJKm  m  mm 
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Electronics  &  Electrical  Products 


CELEBRITY. 


THE  ALTERNATIVES, 
ERFS  NO  ALTERNATIVE. 


Trends  up  to  now  had 
you  going  one  of  two 
ways  in  fleet  cars. 

You  could  coddle  your 
people  in  a  traditional 
rear-drive  mid-size  and 
perhaps  wince  at  the 
fuel  costs. 

Or  you  could  squeeze 
into  high-mileage 
compacts.  And  let  your 
peopie  wince  at  the 
prospect  of  high- 
mileage  sales  trips. 


But  now  there's  a 
new  choice:  our  new 
Chevrolet  Celebrity.  A 
choice  so  perfect  many 
fleet  professionals  size  it 
up  as  a  new  standard  in 
fleet  cars. 

Celebrity's  so  efficient 
its  mileage  estimates  are 
about  the  same  as 
compact  fleet  cars  with 
automatic  transmission: 
40  Est.  Hwy.,  [25]  EPA 
Est.  MPG* 

Yet  it's  a  mid-size  car 
— quiet,  roomy  and 
comfortable,  with  over  six 
and  one-half  feet  of  leg 
room  in  the  front  and  rear 
seats.  And  a  16-cu.-ft. 
trunk  behind  it  all. 


A  front-wheel-drive 
mid-size;  a  new  state- 
of-the-art  mid-size  that, 
at  trade-in  time,  should 
let  you  sit  back  and 
smile.  Rather  than  grit 
your  teeth. 

Price?  Probably 
Celebrity's  biggest 
attraction  of  all. 
Especially  when  you 
compare  what  Celebrity 
can  give  you  for  your 
money  versus  what  your 
present  fleet  cars  are 
giving  you. 

When  you  do,  we 
think  you'll  find  it's  the 
difference  between 
simply  another  choice 
in  fleet  cars. 

And  the  perfect  choice 
in  fleet  cars. 


*Use  estimated  MPG  for 
comparisons.  Your  mileage 
may  differ  depending  on 
speed,  distance,  weather. 
Actual  highway  mileage 
lower.  Some  Chevrolets 
are  equipped  with  engines 
produced  by  other  GM 
divisions,  subsidiaries, 
or  affiliated  companies 
worldwide.  See  your 
dealer  for  details. 


Chevrolet 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHEN  HEADS  OF  STATE  MEET 

and  issue  statements  saying  "we  agreed  in  principle,"  it  means  they 
didn't  agree  on  any  of  the  problems  that  brought  them  together. 
Tis  oft  said  liars  can  figure  and  figures  can  lie.  So  too,  words. 

GOP  WAS  NEARLY  SUCKERED  ON  SOCIAL  SECURITY 


Social  Security  has  achieved  a  sanctity — yea  verily,  a 
sanctuary — on  a  par  with  flag  and  motherhood.  The 
numbers  grow  as  inexorably  as  all  alive  age.  The  largess 
grows  at  the  rate  of  the  increasing  political  clout  of  ever 
more  voters  with  a  sole  concern,  i.e.,  their  monthly 
federal  checks. 

The  incidental  fact  that  Social  Security  will  be  flat  broke 
in  a  matter  of  1 1  months  matters  not  when  a  whole  House 
and  a  third  of  a  Senate  face  a  reelection  date  that  precedes 
Social  Security's  bankruptcy  date.  Candor,  common 
sense,  dollars  and  cents  don't  stand  a  chance  in  such  a 
circumstance. 

Responsible  Republicans  (and  even  a  number  of  respon- 
sible Democrats,  i.e.,  those  not  up  for  reelection)  made 


mild  noises  about  the  problem.  As  a  result  the  Reagan 
Administration  blame  near  got  tagged  for  wanting  to 
starve  the  helpless  Aged. 

The  rest  of  us  should  be  so  helpless. 

No  other  group  in  all  America  has  a  fraction  of  the 
political  punch  possessed  by  the  Social  Security  brigades. 
Thank  goodness  the  Administration  and  its  Capitol  Hill 
friends  drew  back  from  this  November  brink. 

Maybe — a  very  faint  maybe — in  the  postelection  inter- 
im, the  lame  duck  Congress  can  uncripple  the  near-broke 
program.  That  could  happen  with  a  bipartisan  approach, 
tempering  the  rate  of  benefit  increases,  adjusting  the  age  of 
future  eligibles,  and  not  touching  the  untouchable  present 
recipients. 


IT'S  T.S.  THAT  SOUTH  AMERICANS  ARE  SORE  AT  US 


for  supporting  Great  Britain  against  Argentina's  seizure  of 
the  Falklands.  All  this  hairtearing-teethgnashing  among 
chunks  of  Washington  and  other  uninformed  Informed  is 
baloney,  if  not  phony. 

Our  pro-Brit  bit  disrupts  efforts  to  solidify  Latin  Ameri- 
cans behind  U.S.  foreign  policy?  What  else  is  new.  Elabo- 
rate programs  to  have  the  nations  of  Central  and  South 
America  love  the  Yankee  Colossus  are  nearly  as  frequent 
as  the  rising  of  the  sun,  and  their  failures  arc  as  frequent  as 
its  setting.  So,  on  the  morrow  after  the  Falklands'  phase- 
out,  there'll  be  another. 

These  Catholic  countries,  mostly  junta-Rich  ruled,  are 
as  fearfully  anti-Communist  as  the  Reagan  Administra- 


tion is  fiercely  anti-Communist.  They  annually  sell  to  the 
U.S.  $33.5  billion  in  exports.  We  have  almost  $40  billion 
bankrolling  companies  in  these  countries. 

Despite  their  lipping  off  in  support  of  Argentina's  ag- 
gression, virtually  every  country  there  has  warred  with 
one  or  more  of  its  neighbors,  lays  claim  to  hunks  of  the 
other.  If  Argentina  had  been  allowed  to  prove  that  sei- 
zure's the  only  way  to  go,  a  whole  lot  of  those  Yankee 
lambasters  would  be  on  the  go  again  against  one  another. 

U.S.  support  for  Great  Britain  with  materiel  should 
continue  unabated  and  unniggardly.  Our  aid  can  be  unher- 
alded if  that's  necessary  as  a  sop  to  the  sophistry  now 
rampant  in  the  capitals  and  press  of  our  Latin  neighbors. 
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ALCOA  AND  PEPSI  SWAP  SWIPES 


As  a  breed,  chief  executives  are  not  renowned  for  their 
sense  of  humor.  The  size  of  their  responsibilities  seems  to 
make  'em  serious,  sober,  indeed 
sometimes — like  these  times — 
somber.  But  occasionally  bits  of 
wit  flash. 

At  a  small  luncheon  the  other 
day  Alcoa's  CEO  Krome  George 
(left),  commenting  on  the  de- 
pressed prices  of  aluminum,  men- 


tioned a  new  price  cut  on  sheets  used  by 
makers.  Interposed  PepsiCo's  Don  Kendall 
fills  millions  of  such  cans  annual- 
ly: "But  your  prices  are  still  not 
low  enough!"  Rejoined  our  Alcoan: 
"Since  we've  cut  our  prices  to  you, 
I  suppose  at  any  moment  you'll  be 
announcing  price  cuts  for  Pepsi?" 

Laughter,  rather  than  confirma- 
tion, followed. 


beverage  can- 
(below),  who 


MOVIES/STAGE  SHOW 


•  Diner— "Wonderful — a  look  at  middle-class  relations 
between  the  sexes  just  before  the  sexual  revolution." 
—Pauline  Kael,  New  Yorker-,  "ftitftVi"—New  York  Dai- 
ly News-,  "First  truly  fine  American  movie  this  year. 
Moving  and  hilarious  but  always  true  and  real." — Gannett 
Newspapers-,  "Beautiful,  moving,  very  funny,  sparkling,  a 
winner!" — WNEW-TV.  You  know,  this  movie  really  is  all 
of  the  above.  •  The  Long  Good  Friday — This  London 
Godfather  makes  Marlon  Brando's  Mafia  character  look 
like  a  punk.  If  Hollywood  could  fast-pace  and  tension-build 
a  few  of  its  films  the  way  the  Brits  do  in  this  one — and  often 
in  others — they'd  have  a  few  more  winners.  •  Victor/Vic- 
toria— While  Vincent  Canby's  dubbing  of  this  as  "the  don't- 
miss  movie  of  the  year"  is  too  strong,  V/V  is  a  delightful, 
musical  farce.  The  premise  though  that  anyone,  even  for  a 
moment,  could  mistake  stunning  Julie  Andrews  for  a 


man  is  as  ludicrous  as  is  the  whole  plot  by  intention. 

*     *  * 

•  Radio  City  Music  Hall's  50th  Anniversary  spectacle, 
Encore,  is  just  what  a  spectacle  for  such  a  milestone  for 
such  an  institution  should  be.  In  addition  to  the  stupen- 
dous Hall  itself,  its  greatest  ongoing  glory  is  the  Rockettes, 
and,  happily,  they  sparklingly  participate  in  more  scenes 
than  in  days  of  old,  when  the  stage  show  shared  billing 
with  movies.  At  Encore's  debut  David  Rockefeller  remi- 
nisced about  attending  the  five-hour  show  that  marked  the 
Music  Hall's  opening  night  in  the  wintriest  December  of 
the  Depression,  1932.  "Not  everybody  stayed  through  that 
show,"  he  observed — among  the  unenduring  were  my  par- 
ents. But  nobody  will  leave  before  the  end  of  this  one — one 
of  the  rare  cases  where  you  almost  wish  the  two-hour 
show  were  longer. 


RESTAURANTS— GO,  R,  STOP 


Goin'  Fishin' 

•  Gloucester  House  —37  East  50th  St.  (Tel:  755-7394). 
Still  the  best  of  New  York's  seafooderies.  Their  "free," 
marvelous,  hot  New  England  biscuits  and  fried  zucchini 
chips  are  well  covered  in  the  prices  of  Gloucester  House's 
tasteful,  absolutely  fresh  hauls.  Believe  it  or  not,  com  on 
the  cob,  available  year-round,  is  always  good — even  if  not 
always  fresh  from  the  garden  patch. 

Sea  Fare  of  the  Aegean  —25  West  56th  St.  (Tel:  SSI- 
OS^).  This  columned,  three-story-high  Greek-oriented 
restaurant's  decor  is  splendid.  But  there  is  nothing  very 
exciting  about  its  full  gamut  of  fresh  seafood.  Broiled 
offerings,  which  predominate,  are  one  of  the  better  ways  to 
lessen  fish  flavors.  Tartar  sauce  is  colorful  but  tasteless. 
French  fried  potatoes  are  outstanding,  and  there's  a  good 
list  of  reasonably  priced  wines,  especially  whites. 
m  Sweets  —2  Fulton  St.  (Tel:  825-9786).  Located  at  South 
Street  Seaport  Museum,  the  preserving  of  this  famed  143- 
year-old  fish  house  is  a  good  thing.  It  would  help,  though, 
if  the  staff  did  better  by  the  catches  offered.  Lobster  cock- 
tail had  iceboxed  to  the  point  of  drying  out.  You  can't  have 
a  lobster  steamed — it  has  to  be  desiccated  by  broiling.  The 


service  is  the  stuff  that  inspires  comic  strips.  Atmosphere, 
prices  and  location  are  all  in  its  favor. 

*     *  * 

McFeely's  —565  West  23rd  St.  (Tel:  929-4432).  Here's 
another  one  of  those  hits  in  a  most  unlikely  location.  In  a 
high-ceilinged  space  of  old  warehousey  proportions,  there's 
a  jammed,  lively  bar  up  front  featuring  voice-and-piano 
entertainers,  potted  palms  and  customers — some  merely 
potty.  In  the  back  are  many  tables,  no  jammedness  and 
cheerful  waiters  (waiting  for  their  show  biz  break)  serving  a 
variety  of  pleasant  palatables.  Ideal  after  theater. 

Wings— 76  Wooster  St.  (Tel:  966-1300).  On  your  way 
down  Soho's  mostly  grungy  Wooster  Street,  you'd  never 
expect  to  come  upon  this  restaurant  and  its  dazzling 
explosion  of  pink  decor.  While  many  of  the  dishes,  such  as 
the  mushroom  flan,  are  good,  too  many  others  are  not  in 
the  pink,  despite  their  surroundings. 

Trastevere  —309  East  83rd  St.  (Tel:  734-6343).  Behind 
this  unimpressive  storefront  is  a  most  exciting  restaurant 
find.  The  Italian  family  Lattanzi  didn't  have  a  miss  on  any 
dish.  Unfortunately,  Trastevere  is  so  small  you'll  have  to 
reserve  way  ahead.  But  don't  fail  to. 
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THERE  GOES  THAT  BRIEF  EGO  TRIP 


A  few  issues  ago  (Api.  12)  I  quoted  a  letter  from  Para- 
mount's  CEO,  Barry  Diller,  querying  if  I  really  did  read  all 
the  books,  see  all  the  movies  and  try  all  the  restaurants 
covered  on  these  pages,  along  with  various  other  activities. 
If  so,  he  asked  whether  it  was  all  done  by  never  sleeping  or 
by  being  well  organized.  Reader  Robert  Ehling  writes  sug- 
gesting that  I  send  the  following  reply  to  Mr.  Diller: 

"It's  quite  easy  if  you  cut  out  all  nonessentials.  Stop 
commuting  hours  a  day  by  taking  a  town  house,  delegate 
most  day-to-day  tasks  to  others,  don't  do  your  own 
banking  or  mail,  or  statements,  or  taxes;  don't  mow  your 
lawn,  or  rake,  or  garden,  or  paint  and  wash,  or  shovel 
snow';  don't  chauffeur  your  children  to  doctors,  dentists 
or  school  events  or  coach  Little  League;  don't  take  your 
car  to  be  serviced  or  inspected  or  washed;  hire  others  to 
do  all  those  mundane  tasks  that  99.99%  of  the  popula- 
tion must  do  to  survive.  Then  you  too  will  have  the  time 
to  flit  about  and  be  entertained  and  fed  in  grand  style 
with  the  'Informed  Elite.'  " 


On  the  same  subject  CEO  Lawrence  Hagerty  of  Dynasty 
Computer  Corp.  wrote: 

"I  figured  out  long  ago  what  your  real  purpose  was  in 
reviewing  the  movies,  books  and  restaurants— you  discov- 
ered a  legitimate  way  to  deduct  these  expenses  from  your 
personal  income  tax." 

Along  the  same  lines,  but  in  reference  to  our  report 
about  Happy  Rockefeller's  party  launching  the  second 
volume  of  Henry  Kissinger's  memoirs,  subscriber  Mac 
Ulrich  wrote: 

"I  had  thought  that  you  would  feel  sufficiently  secure  in 
your  own  right,  without  blatant  name-dropping." 

On  that  same  subject  a  Mr.  John  Dine  wrote: 

"Aren't  you  too  [expletive  deleted]  old  to  go  in  for  this 
childish  name-dropping?" 

His  letter  came  on  the  stationery  of  New  York's  vener- 
able Racquet  a  Tennis  Club,  suggesting  that  he's  a  bit  of  a 
name-dropper  himself,  his  name  not  being  on  the  club's 
membership  roster. 


NO  JOKE  BY  DICK  GREGORY 

After  spotting  a  legal  notice  of  foreclosure,  the  newspa-  Said  Dauntless  Dick:  "I'm  surprised  to  see  there's  a  story 

pc^ 1 "  s ory  out  of  the  fact  that  comedian  Dick  about  somebody  losing  a  house.  I  thought  that  the  news 

Gregorys  house  on  U«k  Long  Pond  in  Plymouth,  Mass.  nowadays  was  when  somebody  could  afford  to  buy  a 

was  going  to  be  auctioned  off  to  settle  mortgage  arrears.  house." 


IF  THE  MOMENT  IS  AT  HAND 

prolonging  it  could  lose  it. 


IF  IT'S  GOOD,  TOO  LITTLE 

is  always  far  better  than  too  much. 


IF  WE'RE  SERIOUS  ABOUT  THE  BUDGET  . . . 


By  M.S.  Forbes  Jr. 


If  we're  really  going  to  reform 
Washington's  finances,  then  we  had 
better  start  getting  the  proper  tools 
with  which  to  do  it.  Uncle  Sam's 
current  accounting  procedures  for 
the  federal  budget  are  in  need  of  a 
drastic  overhaul. 

The  budget  makes  no  distinction 
between  money  appropriated  for 
current  expenses  and  that  for  cap- 
ital projects.  Salaries  for  bureau- 
crats are  treated  the  same  as  outlays 
for  roads,  dams,  hospitals  and  other 
long-lived  assets. 

Every  business  has  a  budget  for 
capital  items,  like  plant  and  equip- 
ment, and  another  for  current  oper- 
ating expenses,  such  as  salaries  and 
depreciation.  So,  for  that  matter,  do 
states  and  most  local  governments. 

Wouldn't  it  make  sense  for  the 
federal  government  to  have  a  dual 
budget,  so  we  could  make  the  vital 
distinction     between  borrowing 


done  for  long-lived  assets  and  bor- 
rowing done  for  current  expenses? 

Norton  Simon's  Chairman  David 
Mahoney,  one  of  the  few  executives 
who  has  gone  beyond  the  stock 
rhetoric  of  the  current  budget  fra- 
cas, points  out  the  advantages:  "A 
capital  budgeting  system  would  un- 
cover unnecessary  expenditures  if 
managers  and  taxpayers  had  the 
chance  to  examine  the  total  life- 
cycle  costs  of  each  capital  invest- 
ment. Better  management  of  capital 
expenditures  would  result  in  lower 
deficits— not  hidden  deficits." 

Experts  estimate  that  5%  to  6% 
of  the  budget  is  composed  of  cap- 
ital items  that  could  be  legitimate- 
ly financed  by  long-term  debt.  Add 
defense  weaponry  like  missiles, 
ships  and  tanks  into  the  capital 
budget  and  the  deficit  on  current 
account  disappears. 

Federal  accounting  techniques 
are  a  reflection  of  Keynesian  eco- 
nomics, which  held  that  it  was  irrel- 


evant how  or  on  what  government 
spent  its  money  as  long  as  the  cash 
was  "put  into  circulation.  " 

Another  fault  of  Washington's 
bookkeeping  is  that  the  budget  ig- 
nores the  spending  and  borrowing  of 
numerous  government  and  quasi- 
government  agencies  such  as  the 
Government    National  Mortgage 
Association  ("Ginnie  Mae").  Ditto 
the  billions  of  dollars  of  loans  Uncle 
Sam   has   guaranteed.  Together, 
these  items  add  up  to  more  than 
$100  billion  a  year.  And  shouldn't 
provision  be  made  for  the  unfunded 
liabilities  of  Social  Security,  mili- 
tary and  civil  service  pensions,  etc.? 

The  budget,  as  currently  con- 
structed, is  almost  useless  for  get- 
ting an  accurate  picture  of  or  handle 
on  Washington's  finances.  With  all 
the  sound  and  fury  over  the  budget, 
why  hasn't  someone  in  Congress  or 
in  the  Administration  made  note  of 
this  fact?  Or  better  yet,  started  do- 
ing something  about  it? 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Aminian  Conversion 

The  most  astounding  conversion 
since  the  Emperor  Constantine  saw  a 
cross  in  the  sky  is  that  of  assorted 
liberal  Democrats  who  are  suddenly 
losing  sleep  over  budget  deficits.  It  is 
as  if  Idi  Amin  were  to  announce  him- 
self deeply  troubled  by  man's  inhu- 
manity to  man. 

— Joseph  Sobran, 
New  York  Post 


Down  but  Still  Up 

General  Motors'  Social  Security  tax 
(FICA)  withholdings  last  year  were  up 
22%  from  1980,  despite  the  7%  de- 
cline in  its  U.S.  employment,  which 
gives  some  idea  how  fast  the  Social 
Security  tax  burden  has  been  ris- 
ing. .  .  .  Federal  income  taxes  with- 
held for  GM's  U.S.  work  force  last 
year  rose  17%  from  1980,  four  points 
more  than  the  rise  in  payroll  costs. 
The  13%  rise  in  payroll  costs  was 
interesting.  GM,  as  we  said,  had  actu- 
ally cut  its  work  forces.  .  .  .  GM  esti- 
mates that  the  equivalent  of  24,000 
full-time  employees  spent  last  year 
meeting  regulatory  requirements 
placed  on  the  company  by  govern- 
ment. It  calculates  it  has  spent  $12.5 
billion  over  the  last  eight  years  meet- 
ing these  requirements. 

— Wall  Street  Journal  editorial 

Chase  on  Drysdale 

I  don't  see  evidence  of  lack  of  con- 
trols; I  do  see  errors  of  judgment.  Am  I 
embarrassed?  Yes,  I  am.  Am  I  angry? 
Yes,  I  am.  We  were  like  a  champion 
boxer  who  dropped  his  guard  and  got 
slugged.  It  certainly  wasn't  a  fatal  ac- 
cident, but  it  did  deck  him  and  he 
clearly  has  a  black  eye. 

— Willard  Butcher,  CEO, 
Chase  Manhattan  Corp. 

Badgered  Opera  Buff 

At  9  o'clock  (the  opera  began  at  8),  a 
lady  came  in  and  sat  down  very  con- 
spicuously in  my  line  of  sight.  I  do  not 
complain  of  her  coming  late  and  going 
early;  on  the  contrary,  I  wish  she  had 
come  later  and  gone  earlier.  For  this 
lady,  who  had  very  black  hair,  had 
stuck  over  her  right  car  the  pitiable 
corpse  of  a  large  white  bird,  which 
looked  exactly  as  if  someone  had 


killed  it  by  stamping  on  its  breast,  and 
then  nailed  it  to  the  lady's  temple, 
which  was  presumably  of  sufficient 
solidity  to  bear  the  operation.  ...  I 
suggest  to  the  Covent  Garden  au- 
thorities that,  if  they  feel  bound  to 
protect  their  subscribers  against  the 
danger  of  my  shocking  them  with  a 
blue  tie,  they  are  at  least  equally 
bound  to  protect  me  against  the  dan- 
ger of  a  woman  shocking  me  with  a 
dead  bird. 

— Dear  Sir,  Drop  Dead: 
Hate  Mail  Through  the  Ages, 
edited  by  Donald  Carroll 

Stomachs  Beware 

If  the  pepper  mill  is  huge  and  the 
wine  glasses  are  tiny. 

If  a  restaurant  boasts  of  anything 
"Wellington"  or  "Oscar." 

— restaurateur  George  Lang 
in  Food  &)  Wine 


Scott's  Web 

Under  a  world  sugar  glut,  prices 
have  sagged,  and  the  Administration 
must  now  either  impose  quotas  on 
sugar  imports,  pushing  up  the  price  to 
U.S.  consumers,  or  buy  close  to  $300 
million  worth  of  surplus  sugar  that  it 
will  not  be  able  to  sell  any  time 
soon.  .  .  .  The  basic  problem  is  a  price- 
support  system  that  protects  so  many 
agricultural  commodities  from  the 


free  market.  With  apologies  to  Sir 
Walter  Scott:  Oh  what  a  tangled  web 
we  devise,  when  first  we  practice  to 
subsidize. 

— Business  Week  editorial 


/  am  a  great  believer,  if  you 
have  a  meeting,  in  knowing 
where  you  want  to  come  out 
before  you  start  the  meeting. 
Excuse  me  if  that  doesn't 
sound  very  democratic. 

— Nelson  Rockefeller, 
in  The  Imperial  Rockefeller, 
by  Joseph  E.  Persico 


"My  client's  reputation  for  innocence 
is  a  matter  of  record:  1975,  innocent; 
1976,  innocent;  1977,  innocent;  1978, 
innocent.  ..." 


Money  Killing 

I  think  of  all  the  English  actors  who 
will  die  in  the  Polo  Lounge  of  the 
Beverly  Hills  Hotel.  They'll  die  from 
making  too  much  money.  I'm  talking 
about  Michael  Caine  and  Richard 
Burton  and  that  awful  little  Dudley 
Moore.  They  always  say  they  would 
love  to  come  to  England  to  do  a  play 
but  they  just  can't  afford  it — they 
have  to  stay  in  Hollywood  and  make 
another  $5  million. 

— John  Osborne, 
English  playwright,  in  W 

Surprise!  Surprise! 

This  recession  is  a  big  surprise  to 
President  Reagan,  even  though  when 
he  took  office  he  described  the  econo- 
my as  "the  worst  mess  since  the 
Great  Depression."  Prosperity  was 
supposed  to  be  the  result  of  Reagan's 
economic  plan,  but  apparently  it  is 
also  a  precondition  of  it.  Once  things 
get  better,  his  plan  will  start  to  work, 
and  things  will  get  better. 

— editor  Michael  Kinsley,  Harper's 

Canby  Barbs  "Conan" 

One  is  never  unaware  that  one  is 
watching  a  lot  of  extras  trot  around 
Spain  wearing  goat-hair  jogging  shorts 
and  horns  on  their  hats.  .  .  .  Conan 
the  Barbarian  could  be  a  film  to 
run  backward.  ...  As  Conan,  Arnold 
Schwarzenegger  looks  overdressed 
even  when  he  is  undressed,  but  then 
there  is  no  way  he  can  unzip  that 
overdeveloped  physique  and  slip  into 
something  more  comfortable.  In  mo- 
ments of  stress,  as  when  he  beheads 
Thulsa  Doom,  he  looks  petulant,  as  if 
someone  had  left  chewing  gum  on  his 
favorite  barbell. 

— movie  critic  Vincent  Canby, 
New  York  Times 
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4inety-nine  out  of  a  hundred  "economic  experts" 
nil  tell  you  things  are  going  to  get  worse  before 
ley  get  better. 
Maybe  they're  right. 

But  maybe  not.  At  Drexel  Burnham  Lambert, 
/e're  optimistic,  even  while  many  are  pessimistic. 

HE  GOOD  NEWS  WE'RE  FORGETTING.  A 

ear  and  a  half  ago  inflation  was  public  enemy  #1. 

Today  inflation  has  been  replaced  with  disinfla- 
ion,  the  lessening  of  inflationary  pressures. 

And  for  the  first  time  in  years,  your  savings  can 
arn  more,  after  taxes,  than  inflation  takes  away. 

AOSJ  ISSUES  ARE  STILL  UNDERVALUED.  And 

versold. 

That's  because  most  investors  move 
vith  the  herd.  Cold,  clammy  fear 
irives  most  investors  to  avoid  stocks 
ind  bonds. 

For  those  who  follow  their  heads, 
hat's  a  major  opportunity. 


HOW  LONG  WILL  THIS  RECES- 
SION LAST?  Most  observers  under- 
estimate the  severity  and  duration  of 
recessions  when  they  begin.  But,  once 
underway,  the  length  and  severity  of 
recessions  are  often  overestimated. 

At  Drexel  Burnham  Lambert,  we 
think  that's  the  case  today.  Those  who 
were  too  optimistic  are  now  too 
pessimistic. 


CALLING  THE  TURN.  The  first  sign 


FOLLOW 
YOUR 
HEAD, 

NOT 
THE 
HERD. 


of  a  possible  upturn  is  a  halt  in  the  downturn.  We 
think  that's  happening  now. 

Exactly  how  vigorous  the  recovery  will  be  is 
uncertain.  Most  analysts  expect  it  to  be  anemic. 
But  we  think  the  recovery  could  prove  to  be 
surprisingly  strong. 

The  big  variable?  Interest  rates.  And  we  think 
there's  a  good  chance  they'll  drop  sooner  — and 
faster  — than  most  believe. 

WE  HAVE  SEEN  THE  ENEMY  AND  IT  IS  US.  In 

1933  Franklin  Delano  Roosevelt  told  a  worried 
nation,  "All  we  have  to  fear  is  fear  itself!' 
True  then.  True  now. 

If  we  believe  the  prophets  of  doom,  our  belief  might 
just  make  their  prophecies  come  true. 

At  Drexel  Burnham  Lambert,  we 
have  no  fear  this  will  happen. 

We  are  a  nation  of  individuals. 
Endowed  with  common  sense.  And 
blessed  with  a  healthy  skepticism  of 
experts. 

That's  why  we  believe  Americans 
won't  follow  the  herd,  but  their  heads. 
Which  is  the  best  of  all  reasons  to  be 
optimistic. 

For  a  more  complete  summary  of 
our  view,  including  specific  recommen- 
dations, send  for  your  complimentary 
copy  of  Investing  in  a  Time  of  Disin- 
flation: Reasons  for  Optimism.  Just 
write  Drexel  Burnham  Lambert,  GPO 
Box  1356-F,  New  York,  New  York  10116. 


Drexel  Burnham  Lambert 


Copyright,  Drexel  Burnham  Lambert  Incorporated,  1982.  60  Broad  Street, .New  York,  NY  10004.  Offices  in  principal  financial  centers  worldwide.  Member  S1PC. 


Shand,  Morahan 
&  Company,  Inc. 


One  Amen 
Evanston 


ican  Plaza, 
IL  60201 


Beware  of 
false  profits, 


BUSINESS  INSURANCE  BARGAINS 
MAY  NOT  BE  WHAT  THEY  SEEM. 


Unfortunately,  it  is  increasingly  true  in  today's 
highly  competitive  insurance  climate:  selecting 
liability  insurance,  based  on  price,  starts  out  being 
all  smiles,  handshakes  and  assurances. 

Until  it's  time  to  collect  on  a  claim.  That's 
when  false  assumptions  and  a  misplaced  sense  of 
security  can  transform  an  insured's  confidence  to 
disappointment.  And  those  smiles  and  assurances 
to  complex  explanations  and  esoteric  exceptions. 
It  can  even  happen  with  the  biggest  of  insurers. 
An  insurance  policy,  after  all,  is  simply  a  piece 
of  paper.  What  you  are  really  buying  is  the 
(^j^j    experience  and  commitment  that  goes  be- 
hind it.  For  instance,  the  price  may  be  right, 
but  the  company  issuing  the  policy  may  be 
new  at  writing  this  particular  insurance 
and  the  coverage  itself  may  be  defec- 
tive. Or,  the  company  may  be  offer- 
ing this  coverage  on  an  "opportu- 
nity" (i.e.  short-term)  basis  due  to 
present  market  conditions,  and 
may  not  be  concerned  with  its 
ong-term  continuity. 

So  in  addition  to  price,  today's 
wise  insurance  buyer  should  look  for 
(1)  experience  in  the  particular 
coverage,  plus  (2)  commitment  to 
ong-term  service  and  continuity  in  any  new 
insurance  source.  And  he  should  look  at  the 
performance  record  of  the  underwriter:  the 
company  that  determines  the  exposures  and 
designs  the  coverage  to  meet  them. 
Shand,  Morahan  &  Company  is  a  respected 
underwriting  manager  specializing  in  professional 
and  business  liability  insurance.  We  have  been 
dedicated  to  this  category  of  business  for  a  long 
time.  And  we  plan  to  be  writing  it  long  after  today's 
competitive  climate  changes. 

That's  why  we  not  only  want  you  to  feel  confi- 
dent about  your  liability  insurance,  we  want 
you  to  be  satisfied  with  it. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


If  the  Fed  were  to  cave 
in,  the  result  would  be 
the  opposite  of  what 
its  critics  want 


Why  higher  profits 
will  translate  into 
lower  short-term 
interest  rates 


Worrying  about 
apparent  bad  news, 
many  are  ignoring 
unmistakably 
good  news 


THE  FED  HAS  LITTLE  LEEWAY 

Brace  yourself  for  some  alarming  news  on  the  inflation  front. 
Gasoline  prices  have  already  gone  up  7  cents  a  gallon  from  April.  The 
end  of  rebates  means  that  the  new-car  component  in  the  CPI  will  rise. 
Reports  are  beginning  to  come  in  of  a  firming  of  house  prices  in  certain 
areas.  But  relax:  Inflation's  underlying  direction  remains  downward. 

In  a  curious  way  bad  news  may  strengthen  the  hands  of  the  anti- 
inflation  forces  in  Washington.  Pressure  has  been  mounting  on  the 
Federal  Reserve  Board  to  ease  the  money  supply.  The  upward  squiggle 
on  the  inflation  chart  will  give  the  Fed  an  added  argument  against 
excessive  easing  of  the  inflation  fight.  Any  evidence  that  the  Fed  was 
bending  to  such  pressure  would  spook  the  bond  market  and  send  rates 
soaring  again.  So  the  old  panacea  of  printing  money  will  no  longer 
work  for  getting  interest  rates  down.  The  real  problem  is  that  too  much 
depends  upon  the  political  longevity  of  Ronald  Reagan  and  Paul 
Volcker.  The  market  is  not  convinced  that  the  old  cycle  of  inflate-and- 
elect  has  been  broken.  It  has  good  reason  for  skepticism. 

Here's  another  odd  twist  in  the  situation:  "What's  Ahead"  thinks  a 
recovery  this  summer  won't  push  short-term  interest  rates  up.  Quite 
the  opposite.  It  may  nudge  them  downward.  Here's  why:  As  profits 
improve,  corporations  will  use  the  extra  cash  flow  to  clean  up  their 
balance  sheets  by  paying  down  short-term  debt.  This  will  reduce  the 
demand  for  short-term  funds  and  push  yield-hungry  investors  further 
out  on  the  yield  curve.  Badly  frightened,  most  businesses  are  more 
interested  in  liquidity  right  now  than  they  are  in  expansion. 

"What's  Ahead"  thinks  the  interest-rate  pessimists  will  end  up  with  a 
lot  of  egg  on  their  faces.  The  pessimists  think  the  recovery  will  send 
interest  rates  up  again  and  thus  cut  off  the  recovery.  Unlikely — unless 
a  major  business  failure,  a  la  Penn  Central,  occurs. 

Unfortunately,  the  new  passion  for  liquidity  bodes  ill  for  capital 
spending.  Nor  will  long-term  interest  rates  come  down  enough  to 
revive  housing;  the  modest  recovery  will  begin  thanks  to  consumers' 
willingness  to  spend  all  or  part  of  the  tax  cut  that  is  coming  their  way. 
That's  going  to  be  rough  on  several  major  industries. 

So,  don't  worry  too  much  about  the  apparent  forthcoming  reversal  in 
the  inflation  rate.  The  overall  inflation  picture  looks  encouraging. 
Commodity  prices  remain  soft.  For  the  12  months  through  April,  the 
CPI  rose  only  6.6%,  the  lowest  inflation  rate  since  1976.  The  recent 
figure  is  well  below  the  rate  of  10%  in  the  previous  12  months  and 
down  from  13.5%  in  1979.  Too  many  people  are  concentrating  on 
worrisome  short-term  phenomena  and  ignoring  what  may  be  the  most 
significant  economic  development  of  the  decade.  It's  going  to  take  a  bit 
longer  for  the  fact  to  sink  in  that  inflation  can  be  beaten  and  is  being 
beaten. 
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The  Forbes  Index 


torbes  Index 


12-month  close-up 


Steady  as  she  goes.  The  Forbes  Index  is  holding  steady, 
indicating  that  the  recovery  is  still  a  long  way  off.  The  good 
news  is  that  the  recession  is  grinding  away  at  inflation.  The 
Consumer  Price  Index  rose  a  mere  0.4%  in  April,  following 
an  actual  decline  in  March.  The  April  figure  translates  into 
a  relatively  low  annual  inflation  rate  of  4.8%. 

On  the  positive  side,  new  housing  starts  increased  again, 


rising  some  6.9%.  But  that  news  is  less  upbeat  than  it 
seems.  Current  starts  are  some  31.5%  below  the  year- 
earlier  levels.  Personal  income,  meanwhile,  fell  0.2%  in 
April.  That's  further  proof  that  consumers  will  not  be  able 
to  lead  the  way  to  recovery  until  after  July  1 .  Then  workers 
will  receive  a  10%  tax  cut  and  Social  Security  recipients 
will  see  benefits  rise  10%. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U  S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  lor  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 


Unemployment  claims  (thousands! 
seasonally  adjusted  (Dept.  of  Laborl 


Retail  store  sales  |$billions| 
seasonally  adiusted  (Dept.  of  Commerce] 


Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve! 
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Now  you  can  shrink  a  $600  car  repair  down  to  $25. 


Everywhere  you  look  these  days,  it's 
$600  for  a  transmission  job  here,  $400 
for  engine  repairs  there. 

It's  gotten  to  the  point  where  even 
the  remote  possibility  of  major  repairs 
is  enough  to  worry  anyone. 

Until  now. 

Because  now  you  can  cut  those 
worries  down  to  a  more  manageable 
$25.  And  keep  them  that  way  for  up  to 
five  full  years. 

Introducing  the  Ford  Extended 
Service  Plan — for  purchasers  of  Ford 
or  Lincoln-Mercury  cars  or  light  trucks. 

Here's  how  it  protects  you. 

The  Extended  Service  Plan  covers 
thousands  of  parts,  including  major 
repairs.  And  promises  no  parts  or  labor 


charges,  except  a  small  $25  deductible 
each  time  you  bring  your  car  in.  No 
matter  how  many  different  covered 
parts  need  to  be  fixed. 

Which  means  you  can  go  to  any  one 
of  6, 500  Ford  or  Lincoln-Mercury 
Dealers  across  the  U.S.  and  Canada, 
and  the  most  you'll  pay  is  $25  for  any 
covered  repairs. 

Plus  there's  much  more.  With  plans 
ranging  up  to  5  years/50,000  miles  of 
maximum  protection.  See  your  Dealer 
for  all  the  details  on  how  to  shrink  car 
repair  worries  down  to  size. 

Ask  for  the  Extended  Service  Plan  by 
name.  It's  the  only  one  backed  by  the 
Ford  Motor  Company. 
Seat  belts  save  lives — buckle  up. 


Ford  Extended  Service  Plan 


"Bell  put  reduced 
operating  costs 

at  our  fingertips!' 

If  you've  got  a  business,  the  Bell  System  has  a  way  for  you  to 
reduce  operating  costs.  By  installing  a  Dimension  PBX  from  Bell,  you  gain 
control  over  many  features  of  your  communications  system. 

You  will  be  able  to  assign  your  own  extension  numbers,  which 
means  that  an  employee  can  change  offices  and  keep  the  same  number.  Any 
member  of  your  staff  can  transfer  a  call  without  involving  your  operator.  Any 
call  can  be  turned  into  a  three-way  conference  call,  with  callers  speaking  from 
three  different  telephone  numbers.  Any  employee  can  instruct  the  system  to 
direct  his  or  her  calls  to  another  telephone.  Special  rings  distinguish  outside 
calls  from  inside  calls. 

You  can  assign  special  features  to  specific  phones.  You  can  limit 
which  phones  have  access  to  long  distance  calling.  You  can  print  out  your  own 
record  of  calls  for  individual  phones. 

But  you  wont  be  entirely  alone.  Bell  will  continue  to  check  your 
system  to  identify  problems  before  they  develop.  In  many  cases,  repairs  will 
be  made  remotely. 

Turn  your  telephone  system  into  a  productivity  resource.  Call 
your  Bell  System  Account  Executive. 

The  knowledge  business 


We  don't  stop  at  being  first— o 
best.  Our  international  specialists 
are  constantly  advancing  the 
quality  of  our  worldwide  services. 
Look  into  the  matchless  perfor- 
mance of  our  Energy  and  Mineral: 
Group,  Foreign  Exchange  Advisor) 
Service,  Chemco  International 
Leasing,  or  any  of  our  internationa 
capabilities.  Our  new  ideas  mean 
new  opportunities  for  you. 

What  Chemical  has  done 
yesterday,  what  we're  doing  toda^ 
and  what  we're  working  toward  j 
for  tomorrow  are  all  part  of  the 
tradition  of  giving  you  the  very  be? 
banking  service.  It's  a  tradition  thai 
improves  with  innovation. 

CkemicalBaim* 


CHEMICAL  TAKES  YOU  BEYOND  TRADITION. 


Chemical  on 
International  Banking: 

Emerging  markets.  Expanding 
technologies.  Development  on  a 
global  scale.  Today,  the  rhythms  of 
commerce  are  worldwide.  And 
Chemical  sets  a  rapid  new  tempo. 

We're  proud  of  the  traditions 
that  have  put  Chemical  at  the 
forefront  of  international  business. 
And  prouder  still  of  the  innovations 
that  have  kept  us  there.  Our  unique 
ChemLink®/BankLink®  network  is 
the  largest  balance  reporting  and 
cash  management  system  in  the 
world.  And  we've  just  added  a  new 
ChemLink/Cedel  module  for  Euro- 
bond information  and  transactions. 


Forbes 


Housing  starts  may  be  badly  flattened  by 
recession,  but  everyone  still  wants  to  jump 
into  the  swimming  pool. 


The  American  way 
recession 


of 


By  Jeff  Blyskal 


T|  here  is  turmoil  in  the  Falk- 
land^, corporate  earnings  are 
collapsing  and  over  9%  of  the 
work  force  is  unemployed.  Amid  the 
storm,  however,  there  are  safe  havens. 
One  of  them  is  the  swimming  pool 
business,  where  the  desire  for  sun- 
tanned, water-slicked  skins  is  keeping 
the  $3.5  billion-a-year  industry 
splashingly  strong. 

Over  the  past  three  years  housing 
starts  took  a  half  gainer  off  the  high 
dive,  but  pool  installations  rose  9%. 
Only  last  year  did  pool  "starts"  drop 
slightly— off  2%,  to  some  208,000, 
and  so  far  1982  demand  seems  to  be 
holding  firm.  That  strength  is  unusu- 
al because  pool  starts  are  normally 
more  closely  tied  to  the  direction  of 
new  housing  activity. 

"We're  enjoying  another  record 
year,"  says  Arnold  Greenberg,  chief 
executive  of  $178  million  Coleco  In- 
dustries, the  nation's  largest  above- 
ground  pool  manufacturer.  Hartford- 
based  Coleco,  which  makes  every- 
thing from  $25  Dukes  of  Hazzard 
wading  pools  to  $3,000,  41 -footers 
with  enough  decking  for  an  aircraft 
carrier,  expects  1982  pool  sales  to 
reach  $75  million,  a  15%  gain.  Cali- 
fornia-based Doughboy  Recreational, 
meanwhile,  is  going  ahead  with  a  $4.5 


million  expansion,  despite  a  slight 
sales  decline.  And  manufacturers  of 
pool-related  products,  like  $2  billion 
Olin  Corp.,  which  makes  HTH  and 
Pace  pool  chemicals,  are  probably  do- 
ing best  of  all:  With  4.3  million  U.S. 
swimming  pools,  there's  a  lot  of  algae 
and  water  acidity  to  control,  and  it 
costs  about  $150  a  season  to  maintain 
a  typical  pool. 

Not  everyone,  of  course,  is  entirely 
isolated  from  broader  economic  con- 
ditions. Demand  for  in-ground  in- 
stallations is  off  by  at  least  5%. 
Bad,  but  compare  this  decline  with 
the  13%  backflip  in  built-in  pool 
construction  that  accompanied  the 
1974  recession.  When  times  are 
bad,  the  less  expensive  merchan- 
dise sells. 

Built-in  pools  cost  at  least 
$7,000,  while  most  families  can 
get  in  the  swim  with  a  respectable- 
size  above-ground  Shangri-la  for 
$800 — less  than  the  cost  of  a  per- 
sonal computer. 

Why  are  pool  sales  so  buoyant  in 
this  recession?  For  one  thing,  gaso- 
line prices  have  made  vacations 
more  expensive.  "The  family  that 
can't  afford  to  go  to  Cape  Cod," 
says  Greenberg,  "can  afford  a  pool 
that  provides  a  lot  of  recreation  for 
years."  Fewer  house  sales  also  are 
an  incentive  for  homeowners  to  fix 


up  what  they  are  stuck  with  by  adding 
a  pool.  Then,  too,  some  folks  still 
have  money.  "Those  who  can  afford 
the  expensive  pools  are  still  buying 
them,"  explains  Julian  Price,  who  is 
running  15%  ahead  of  last  year  in 
building  top-of-the-line  in-ground  in- 
stallations in  North  and  South  Caroli- 
na communities. 

If  anything  has — or  will — hurt  the 
pool  business  this  year,  it  is  the  cold, 
wet  spring  weather.  "We  were  going 
great  guns  last  week  until  the  weather 
went  cool  again,"  says  Bob  Ellentuck, 
president  of  the  seven-store  Harrow's 
pool  center  chain  in  New  York.  "We 
haven't  seen  a  summer  day  yet,  but 
when  that  happens,  business  will  be 
sensational." 

Is  a  strong  pool  business  amid  eco- 
nomic confusion  simply  recession 
American  style?  Some  people  think 
so.  At  $54  million  Heldor  Industries, 
for  example,  sales  have  more  than 
quadrupled  since  1977  and  return  on 
equity  is  nearly  23% .  The  New  Jersey- 
based  company  makes  built-in  pools 
with  vinyl  liners,  which  cost  signif- 
icantly less  than  concrete  installa- 
tions. "Swimming  is  like  sex  and 
drinking  and  gambling,"  says  H.J. 
(Duke)  Ellington,  Heldor's  chairman. 
"When  people  are  unemployed 
they're  going  to  do  more  of  it."  ■ 


Splash! 


Swimming  pool  construction  usu- 
ally parallels  housing  starts — but 
not  in  recent  years. 
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Housing  starts 


Actual  1981  starts: 

.10  million  housing — 
0.21  million  pool 


■ens:  National  Spa  o'  Pool  Institute, 
eit  Hoffman,  consultant. 
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Congress  will  probably  pass  a  trade  law  to 
please  the  folks  back  home. 


Send  them 
a  message 


By  Allan  Dodds  Frank 

NOTWITHSTANDING  THAT  the 
most  recent  monthly  figures 
showed  the  U.S.  trade  deficit  at 
a  six-year  low,  the  outlook  remains 
bleak.  The  merchandise  trade  deficit 
this  year  will  be  around  $30  billion, 
with  Japan  selling  us  $18  billion  to 
$20  billion  more  than  it  buys. 

The  American  people  are  worried 
about  those  trade  figures  and  about 
U.S.  jobs.  They  are  asking  their  con- 
gressmen to  do  something  about  oth- 
er countries  that  seem  to  be  taking 
advantage  of  our  free  trade  policies. 
And  so  there  is  a  strong  possibility 
that  some  kind  of  trade  law  will  be 
passed  late  this  session. 

What  kind?  No  Smoot-Hawley 
kind  of  stiff  trade  barriers.  Merely  one 
that  attempts  to  legislate  reciprocity: 
You  let  in  our  goods  if  we  let  in  yours. 

The  emphasis  would  be  on  opening 
opportunities  for  exports,  not  putting 
up  barriers  to  imports.  What  particu- 
larly irks  Congress  is  not  all  the  Japa- 
nese cars  over  here,  but  the  Japanese 
penchant  for  restricting  U.S.  items — 
be  they  credit  cards  or  melons.  Feeling 
pressure,  the  Japanese  have  an- 
nounced an  easing  of  restrictions  on 
215  product  categories,  but  U.S.  trad- 
ers are  skeptical  of  pronouncements 
until  they  see  the  results. 

A  reciprocity  bill  has  been  proposed 
by  Senator  John  Danforth  (R-Mo.).  It 
would  force  the  Reagan  Administra- 
tion to  identify  foreign  barriers  on 
U.S.  exports  of  goods  and  services  and 
restrictions  on  trade-related  invest- 
ment. After  publishing  a  list  of  bar- 
riers erected  by  suspected  offenders, 
the  President  would  be  encouraged  to 
look  for  areas  of  equal  trading  value, 
where  sanctions  could  be  implement- 


ed to  force  fair  treatment.  "The  feel- 
ing is  that  we  should  get  as  good  as  we 
give,"  says  one  Senate  Commerce 
Committee  aide. 

The  steel  industry,  now  invoking 
actions  under  the  General  Agreement 
on  Tariffs  and  Trade  against  alleged 
dumping  by  European  steelmakers, 
takes  a  hard  line.  The  service  and  in- 


By  Beth  Brophy 

Congress  had  what  seemed 
like  a  good  idea  in  1974:  Why 
not  insure  private  pension 
plans?  If  a  business  went  broke,  why 
should  the  pension  suffer?  A  few  pen- 
nies per  worker  could  cover  that  risk. 

Thus  the  Pension  Benefit  Guaranty 
Corp.  was  born  to  insure  basic  bene- 
fits of  retired  workers.  Today  it  covers 
35  million  workers  in  92,000  private 
pension  plans.  The  premiums,  set  at 
$1  per  worker  in  1974,  are  now  $2.60. 


surance  industries  are  making  a  legis- 
lative push  this  year,  too  (Forbes,  Feb. 
75).  Their  champion,  Senator  William 
Roth  (R-Del.),  is  pushing  for  interna- 
tional rules  to  maintain  open  markets 
for  trade  and  service.  "People  have  to 
realize  that  if  they  enjoy  access  to  our 
markets,  we  expect  reciprocation," 
says  Roth.  But  bankers  and  high-tech- 
nology manufacturers  are  also  con- 
cerned, lest  the  legislation  be  too  harsh 
and  invite  retaliation  from  countries 
where  they  now  do  business. 

The  upshot?  Most  likely  the  kind  of 
trade  bill  that  won't  be  harshly  pro- 
tectionist but  will  be  tough-sounding 
enough  to  give  congressmen  "some- 
thing to  take  home  this  year,"  in  the 
words  of  a  Senate  Finance  Committee 
staffer.  A  waste  of  time?  Not  really. 
Pushing  for  America's  businessmen 
to  have  a  chance  to  do  their  stuff  in 
foreign  markets,  like  saluting  the  flag, 
keeps  the  spirits  up.  And  warnings  to 
foreign  countries  seem  to  help.  Mean- 
while, such  legislation  vents  the  na- 
tional frustration  less  harmfully  than 
barriers  to  the  very  foreign  competi- 
tion that  is  forcing  U.S.  management 
and  labor  to  shape  up.  ■ 


PBGC  is  asking  Congress  to  raise  the 
premiums  to  $6  per  worker  because  of 
fear  that  a  flood  of  serious  bankrupt- 
cies could  push  up  costs. 

Last  year  the  PBGC's  payout  of 
worker  benefit  claims  was  $61  mil- 
lion, compared  with  $25  million  in 
1975.  At  the  moment,  the  PBGC  has 
plenty  of  cash.  In  1981  it  collected  $26 
million  more  in  premiums  than  it 
paid  out  in  benefits.  The  insurance 
fund's  built-up  reserves  are  only  $189 
million  short  of  the  total  amount 
pledged  to  cover  pension  commit- 


If  you  are  not  worried  about  your  private 
pension,  you  may  be  soon. 


Scaring  the 
pensioners 
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PBGC  Executive  Director  Edwin  Jones 
Raise  the  premiums  to  $6. 


ments  it  already  has  picked  up — 
about  what  the  federal  government 
normally  spends  every  two  hours. 
Nevertheless,  Edwin  Jones,  PBGC  ex- 
ecutive director,  wants  to  use  some  of 


the  funds  from  the  proposed  premium 
increase  to  build  a  $1  billion  reserve 
just  in  case.  "Nobody  can  predict  the 
number  of  bankruptcies,  but  the  odds 
are  we'll  get  more,"  he  says. 

But  Congress  is  not  the  soft  touch  it 
used  to  be.  Senator  Don  Nickles 
(R-Okla.),  chairman  of  a  Senate  labor 
subcommittee,  is  sponsoring  a  bill  to 
toughen  the  pension  insurance  sys- 
tem. Under  the  current  system,  an 
employer  who  voluntarily  shuts 
down  his  pension  plan  may  transfer 
his  unfunded  pension  liability  to  the 
PBGC.  All  the  PBGC  can  seize  in  re- 
turn is  30%  of  the  company's  net 
worth.  In  many  cases  it  is  more  profit- 
able for  companies  to  give  up  the  30% 
than  to  pay  off  the  unfunded  pension 


debt.  Nickles  would  require  a  100% 
payoff  by  the  company  over  1 5  years. 

In  the  end,  then,  insuring  private 
pensions  isn't  a  big  problem — nothing 
like  the  potential  headache  Social  Se- 
curity is.  But  look  for  Congress  to 
make  a  fuss.  Representative  Claude 
Pepper  (D-Fla.),  81,  chairman  of  the 
House  Select  Committee  on  Aging, 
has  scheduled  hearings  on  "potential 
disasters"  in  the  funding  of  private 
pensions.  This  may  be  the  start  of  a 
push  to  involve  the  government  more 
deeply  in  the  private  pension  system, 
to  make  cost-of-living  adjustments 
obligatory  or  even  to  legislate  a  new 
private  pension  system,  a  second  so- 
cial security.  And  you  know  who  will 
pay  for  that.  ■ 


While  men  died  in  the  Falklands  war,  the 
world's  bankers  talked  nervously  of  "roll- 
ing over"  Argentina's  huge  debts.  They  are 
whistling  past  the  graveyard. 


Enough 
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Buenos  Aires  crowds  celebrate  Argentine  Independence  Day 
But  much  of  the  good  life  on  credit  will  end  after  the  war. 


By  Norman  Gall 
with  Isabel  de  Souza 


Iong  after  the  guns  are  silenced, 
_  the  Falkland  Islands  war  may 
I  be  remembered  as  the  begin- 
ning of  the  end  of  the  wildest  interna- 
tional credit  binge  the  world  has  seen. 

Argentina  had  the  time  of  its  life. 
It  ran  up  a  tab  that  quadrupled  since 
1976,  to  $36  billion — well  over  a 
third  of  its  GDP.  It  has  $14  billion 
in  loans  due  this  year — 150%  of  ex- 
port earnings.  Whatever  hope  it  had 
of  repayment  ended  on  Apr.  13, 
when  the  European  Common  Mar- 
ket embargoed  Argentine  exports. 
European  and  U.S.  bankers  made  a 
virtue  of  necessity  by  agreeing  to 
roll  over  Argentina's  short-term  debt 
until  the  crisis  was  over.  Argentina 
simply  cannot  pay,  but  nobody  dares 
say  so.  The  bankers'  real  fear  was 
that  the  Argentines  would  declare 
themselves  in  default  to  confound, 
said  an  Argentine  general,  "the  en- 
emy and  those  who  support  him" 
(meaning  Britain  and  the  U.S.). 

Argentina  is  only  the  worst  case.  It 
owes  U.S.  banks  $9.2  billion;  the  nine 
largest  U.S.  banks  have  $24  billion  in 
loans  to  Argentina,  Brazil  and  Mexi- 
co, more  than  the  banks'  combined 
average  total  equity.  Over  three  years 
the  foreign  debt  of  these  countries 
rose  from  $86  billion  to  $167  billion. 

In  Argentina,  the  foreign  banks 
were  riding  what  Argentines  call  the 
"bicycle,"  arbitraging  between  rela- 
tively low  international  interest  rates 
and  high  local  interest  rates  (8%  to 
10%  monthly).  Dollar  investors  could 
make  a  killing  by  changing  their  mon- 
ey into  pesos,  investing  the  proceeds 
at  more  than  100%  annually  and  mul- 
tiplying those  pesos  faster  th*n  they 
devalued  against  the  dollar. 
"We  foreign  bankers  are  greatly  re- 
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sponsible  for  what  happened  here," 
says  a  veteran  Buenos  Aires  bank  rep- 
resentative. "We  lent  money  to  Ar- 
gentina like  idiots.  Every  bank  is 
crazy  to  grow." 

What  did  they  lend  on?  On  guaran- 
tees by  the  Argentine  government. 
And  what  did  Argentina  do  with  the 
money?  In  the  words  of  Roberto  Ale- 
mann,  its  new  economic  minister 
[Forges,  Mar.  /),  who  now  is  laboring 
to  clean  up  the  mess:  "This  money 
enabled  us  to  live  very  well." 

While  $26  billion  in  credit  has 
poured  into  Argentina  since  the  1976 
takeover  of  power  by  the  military, 
the  country's  productive  capacity 
has  not  increased  at  all.  The  money 
was  spent  or  sent  back  abroad,  not 
invested  at  home.  Argentine  citi- 
zens, according  to  a  study  by  govern- 
ment economist  Miguel  Broda,  sent 
$12  billion  abroad  in  the  two-year 
period  1979-81.  What  for?  For  elec- 
trical appliances,  tourism,  condo- 
miniums and  land  in  Brazil  and  Flor- 
ida and  to  build  dollar  nest  eggs  in 
foreign  banks.  In  a  world  crying  out 
for  productive  use  of  capital,  this  is 
tin.  society  that  qualified  for  some  of 
international  banking's  most  favor- 
able rates.  It  was  all,  of  course, 
"guaranteed  by  the  government." 

Nor  was  Argentina  by  any  means 
alone  in  living  well  on  credit. 

Costa  Rica,  a  Central  American  na- 
tion of  2.2  million  people,  is  in  a  state 
of  suspended  animation  with  respect 
to  its  $4  billion  foreign  debt.  The  in- 
ternational banks  continue  rolling 
over  the  debt  while  capitalizing  inter- 
est in  arrears  and  interest  coming  due. 
Bolivia  (pop.,  5.2  million)  went  fur- 
ther than  any  other  country  in  its 
government  guarantees  to  banks.  The 
Bolivian  regime  even  guaranteed 
loans  to  local  banks  so  that  people 
could  buy  television  sets.  Now  Boliv- 
ia has,  temporarily  at  least,  dropped 
out  of  the  world  economy.  It  has  no 
cash  and  no  credit.  With  a  foreign  debt 
one-third  greater  than  the  national 
product  and  scheduled  payments  in  ' 
1982  equal  to  75%  of  exports,  Bolivia 
is  so  broke  that  it  cannot  conduct 
diplomatic  relations  because  it  can- 
not pay  its  diplomats.  In  March  mid- 
dle-class mothers  of  Bolivian  students 
abroad  staged  a  hunger  strike  in  the 
cathedrals  of  the  three  largest  cities  to 
get  dollars  from  the  central  bank  to 
send  to  their  children. 

There  have  been  waves  of  interna- 
tional credit  and  waves  of  defaults 
before.  But  this  is  different.  One  of  the 
ironies  of  the  Falklands  war  is  that 
British  capital  built  Argentina  into  a 
modern  natiqn  in  the  19th  century. 
The  £1  million  invested  in  Argentine 


railways  helped  bring  salable  com- 
modities like  grain  and  livestock  to 
market.  This  was  productive  borrow- 
ing. The  world  economy  benefited 
from  increased  productivity,  cheap- 
ened transportation  and  the  opening 
of  new  lands. 

Is  the  situation  beyond  redemp- 
tion? In  the  short  term,  after  the  Falk- 
lands war,  the  central  banks  could 
cooperate  in  a  gradual  paying  down  of 
these  excessive  commitments  and 
some  concessions  by  banks  on  inter- 
est rates.  This  would  involve  some 
losses  by  the  international  banks,  but 


that  may  be  salutary  for  the  future. 

There  are  two  conclusions  from  all 
this,  neither  of  them  very  pleasant:  1 ) 
The  rulers  of  Argentina  and  countries 
like  it  can  no  longer  pay  off  their 
citizens  with  consumption  financed 
with  borrowed  money  and  each  of 
these  countries  faces  painful  belt 
tightening;  2)  the  international  banks, 
American  included,  are  sitting  with 
billions  of  dollars'  worth  of  paper  that 
isn't  worth  anything  like  face  value. 
For  them,  the  appearance  of  losses 
may  be  avoidable,  but  the  reality  is 
not  avoidable.  ■ 


No  "new  lessons'  are  being  learned  by 
military  strategists  and  tacticians  in  the 
Falklands  war.  But  some  old  lessons  are 
being  validated . . .  with  a  vengeance. 


New  weapons, 
old  truths 


By  James  F.  Dunnigan 


Some  or  the  weapons  used  in  the 
Falklands  campaign  are  new 
and  exotic,  but  not  the  "lessons 
learned"  from  them.  In  the  Falklands 
it's  some  old  lessons,  learned  from  old 
and  bitter  experience,  that  are  being 
validated  once  more.  Here  are  ten 
such  lessons: 

Old  lesson  #1  Never  bring  a  fleet 
within  the  range  of  land-based  air 
power.  The  British  could  not  avoid  it 
and  they  are  now  paying  the  price  in 
lost  ships. 

Old  lesson  #2  For  every  new  offen- 
sive weapon  in  the  arsenal,  there  is  a 
new  defense.  The  Exocet  missile  can 
be  stopped  (either  by  electronic  or 
physical  means).  One  of  those  that 
attacked  the  Sheffield  apparently  was 
stopped.  Eventually,  the  British  suc- 
ceeded in  shooting  Exocets  down 
with  their  own  missiles.  New  offen- 
sive weapons  are  usually  installed 
faster  than  their  antidotes.  This  gives 
a  substantial  advantage  to  wealthy 
nations  with  well-trained  troops  who 
can  make  use  of  the  new  gadgets. 


Old  lesson  #3  The  most  effective 
antiaircraft  weapon  is  still  another 
aircraft.  Ground-based  radar  has  a 
hard  time  detecting  aircraft  coming  in 
at  under  100  feet  altitude.  This  type  of 
flying  requires  skilled  pilots  but 
brings  them  to  their  targets  in  less 
than  a  minute's  flying  time  after  be- 
ing spotted.  To  defend  against  such 
attacks  requires  radar  aircraft  (land 
based  or  from  large  carriers)  backed  by 
long-range  interceptors.  The  Argen- 
tine jets  come  in  over  the  mountains, 
thus  evading  British  radar  and  defen- 
sive fire  until  the  last  minute.  Al- 
though radar  has  been  positioned  to 
spot  them  coming  in,  the  Harriers  do 
not  make  the  most  efficient  intercep- 
tors. The  ships  are  sitting  ducks,  even 
for  lets  carrying  only  conventional 
bombs.  An  aircraft  beginning  its 
bombing  run  three  miles  away  takes 
less  than  30  seconds  to  reach  its  tar- 
get. Determined  pilots  always  have  a 
chance  of  getting  a  few  of  their  num- 
ber through.  Each  surviving  aircraft 
can  mean  one  less  ship. 

Old  lesson  #4  You  can't  get  enough 
information.  Knowledge  of  where  the 
enemy  is,  what  condition  he  is  in  and 
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Flight  deck  and  hangar  deck,  with  Harriers,  of  HMS  Hermes 
A  superb  ability  to  defend  itself,  but  not  the  fleet. 


what  he  plans  to  do  are  invaluable. 
Superior  electronic  and  visual  obser- 
vation by  British  aircraft  and  ships  and 
observers  on  the  Argentine  mainland, 
plus  U.S.  satellites,  offset  the  Argen- 
tine advantage  in  knowing  exactly 
where  the  Falklands  (and  the  British 
forces)  are  likely  to  be.  Without  superi- 
or reconnaissance,  the  British  would 
be  subject  to  far  more  damaging  at- 
tacks. Three  of  the  four  combat  ships 
lost  were  in  exposed  positions  as  "ra- 
dar pickets"  to  warn  of  air  raids.  This  is 
the  price  of  information. 

Old  lesson  #5  Nuclear  subs  do 
what  they  do  very  well.  By  moving 
slowly,  to  reduce  their  own  noise,  and 
using  their  listening  devices,  nuclear 
subs  can  see  without  being  seen,  and 
attack  without  being  attacked  in  turn. 
This  is  the  primary  reason  that  the 
Argentine  fleet  has  stayed  out  of  the 
fighting. 

Old  lesson  #6  Most  surface  ships 
built  since  1960  cannot  take  much 
punishment.  There  is  no  armor  pro- 
tection, and  the  superstructure  is  usu- 
ally built  of  light  metals  that  melt 
quickly,  or  burn  themselves.  Almost 
any  hit  by  a  large  shell  (rarely  used 
anymore)  or  missile  (more  common) 
will  result  in  catastrophic  damage  to 
the  vessel.  Only  carriers  and  other 
large  surface  ships  can  still  absorb  hits 


and  also  continue  fighting. 

Old  lesson  #7  Most  surface  ships 
will  probably  remain  unprotected. 
These  ships  are  expensive,  currently 
costing  over  $100,000  per  ton.  The 
one  cost  element  you  can  talk  your- 
self out  of  in  peacetime  is  armor.  Un- 
tested electronic  devices  and  defen- 
sive weapons  are  supposed  to  be  more 
cost-effective  than  armor.  These 
changes  in  ship  design  occurred  in  the 
1960s  and  1970s,  when  there  were  no 
major  naval  battles  to  contradict  this 
belief.  During  that  period,  there  were 
some  20  incidents  where  surface- 
ships  were  hit  by  missiles.  In  nearly 
every  case  the  damage  was  cata- 
strophic. The  more  perceptive  naval 
planners  began  to  agitate  for  increased 
protection  of  surface  ships.  These 
plans  are  beginning  to  be  implement- 
ed. But  historical  experience  shows 
that,  because  of  the  enormous  cost, 
many  hundreds  of  ships  will  not  re- 
ceive any  retrofitted  protection. 

Old  lesson  #8  Until  they  have  per- 
formed under  fire,  no  one  believes 
that  any  of  the  wonderful  military 
gadgets  really  work.  Once  an  Exocet 
sank  the  Sheffield,  the  missile's  price 
on  the  black  market  more  than  tri- 
pled. This  demonstrates  the  lack  of 
convincing  testing  given  to  these 
weapons  during  peacetime. 


Old  lesson  #9  The  Harrier,  which 
combines  the  best  qualities  of  a  heli- 
copter and  a  subsonic  attack  aircraft, 
does  exactly  what  it  was  designed  to 
do — support  ground  forces.  It  has  a 
superb  ability  to  defend  itself  but  only 
a  marginal  ability  to  defend  the  fleet, 
primarily  because  it  lacks  both  the 
range  to  meet  attacking  aircraft  far 
enough  away  and  the  speed  to  catch 
fast  attackers. 

Old  lesson  #10  Good  infantry  is 
worth  three  or  more  times  as  much  as 
inferior  infantry.  Courage  and  fanati- 
cism are  not  enough.  British  troops 
attacked  larger  Argentine  forces  and 
won  because  they  had  the  initiative, 
planned  carefully,  trained  hard  and 
were  well  led.  Superior  morale  and 
reputation,  moreover,  can  be  decisive 
weapons.  The  British  have  a  long 
reputation  for  winning.  The  Argen- 
tines have  not  fought  a  war  in  this 
century.  All  things  being  equal,  the 
side  with  the  superior  reputation  will 
inevitably  win. 

Thus,  in  the  Falklands,  there  have 
been  no  real  surprises.  Time  and  time 
again,  though,  old  lessons  in  strategy 
and  tactics  are  ignored,  or  lose  out  to 
political  expediency.  That  is  another 
lesson  that  keeps  getting  validated. 


Military  historian  James  F,  Bunnigan  is  author  of  the 
recently  published  How  to  Make  War. 
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The  influence  of  one  senator,  the  Braniff 
collapse  and  Congress'  thirst  for  economy 
have  led  to  a  strange  military  decision.  * 


What's  good 
for  Boeing 


By  Jerry  Flint 


Senator  Dole  of  Kansas  was 
amusingly  straightforward  in 
explaining  why  he  wanted  to  or- 
der the  Air  Force  to  buy  used  Boeing 
747s  instead  of  new  Loekheed  C-5s.  "I 
lean  very  heavily  in  the  direction  of 
the  747,  because  if  there  were  modifi- 
cations, those  modifications  would  be 
done  in  Wichita,"  he  told  his  fellow 
senators  in  debate. 

Senator  Stevens  of  Alaska  docs  not 
like  either  plane,  but  he  voted  for 
Boeing's  747  and  to  kill  Lockheed's 
C-5  because  that  might  open  the  door 
to  the  proposed  plane  he  likes,  an  all- 
new  transport  called  the  C-17,  which 
would  mean  $10  billion-plus  in  con- 
tracts for  McDonnell  Douglas. 

Senator  Goldwatcr  of  Arizona  was 
having  a  problem  with  telling  the  Air 
Force  to  buy  a  cargo  hauler — used 
747s — that  "you  cannot  get  anything 
into."  Senator  Nunn  of  Georgia— the 
C-5  would  be  built  in  Marietta  and 
add  4,000  to  5,000  jobs— reminded  his 
colleagues  that  they  wouldn't  substi 
tute  International  Harvester  com- 
bines for  M  l  tanks  just  because  Har- 
vester was  in  trouble. 

No  matter:  Senator  Henry  Jackson 
of  Washington,  home  base  for  the 
Boeing  Co.,  which  hasn't  had  any  new 
domestic  orders  for  747s  in  recent 
years  and  is  seeing  cancellation  for  its 
newer  757s  and  767s,  had  the  votes. 

The  Senate — disregarding  its  own 
Armed  Services  Committee,  Presi- 
dent Reagan,  the  Department  of  De- 
fense, the  Air  Force,  the  Army  and  the 
Marines — voted,  in  effect,  to  buy  50  or 
so  used  Boeing  747s  for  the  military. 
But  that  vote  a  couple  of  weeks  ago  is 
only  the  beginning  of  what  will  be  the 
year's  most  hotly  disputed  military 
decision,  bigger  than  the  debate  over 


the  MX  missile  or  the  B-l  bomber  or 
the  big-versus-small  carrier  fight.  It 
will  be  fought  again  in  the  House  of 
Representatives,  in  House-Senate 
conference  committee,  again  in  votes 
for  appropriating  money. 

The  problem  seemed  simple.  With 
the  possible  need  to  fight  in  the  Mid- 
dle East  to  protect  the  oil  flow,  and  for 
fast  reinforcement  for  the  Army  in 
Europe,  the  military  wanted  more  gi- 
ant transports  that  could  carry  tanks, 
artillery  and  helicopters,  and  come  in 
on  less  than  perfect  runways.  McDon- 
nell Douglas  won  the  competition  for 
a  new  transport  with  a  design  for  a 
plane  to  be  called  the  C-17.  But  Con- 
gress didn't  see  that  much  improve- 
ment over  the  C-5  and  balked  at  the 
projected  $10  billion-plus  price  tag. 
Early  this  year  the  Defense  Depart- 
ment switched  plans  and  proposed  in- 
stead that  Lockheed's  old  C-5  produc- 
tion line  be  activated  and  that  50 


more  of  the  giants  be  built  to  augment 
77  on  hand.  Those  50  transports 
would  cost  $8.1  billion,  or  $100  mil- 
lion each  in  1980  dollars. 

But  the  cost  overruns  on  the  original 
C-5  order  were  a  major  scandal.  The 
original  price  estimate  was  $28  mil- 
lion each;  they  came  in  at  $62  million. 
Worse,  the  wings  aren't  lasting  as  long 
as  expected;  the  planes  are  being 
rewingcd  at  $20  million  each,  or  $1.6 
billion.  The  refitted  C-5s  will  work, 
but  the  idea  of  buying  more  from  Lock- 
heed isn't  popular  in  Congress. 

In  March,  Boeing  proposed  that  new 
(at  $58  million  each)  or  used  747s  be 
bought  instead.  Figuring  $35  million 
for  a  used  plane  (although  prices  are 
down  as  low  as  $18  million  now)  and 
$12  million  for  rebuilding,  Senator 
Jackson  claimed  a  saving  of  $6  billion. 

The  747  can  fly  farther  and  faster 
than  the  C-5,  but  needs  better  run- 
ways and  cannot  carry  the  biggest  bat- 
tle equipment  like  the  M-60  or  new 
M-l  tanks,  the  155mm  self-propelled 
howitzer,  the  new  infantry  fighting 
vehicle,  helicopters  or  the  division  air 
defense  gun.  There  is  no  easy  unload- 
ing for  roll-off  delivery;  in  fact,  special 
unloading  equipment  is  needed  for 
the  side  doors  high  off  the  ground. 
Deputy  Defense  Secretary  Frank  Car- 
lucci  says  you  might  have  to  fly  in  a 
C-5  with  unloading  equipment  for  the 
747  before  you  could  land  the  747s. 
"It's  very  difficult  to  see  that  we  could 
buy  them  [the  747s]  and  use  them," 
says  Carlucci. 

So  why  did  the  Boeing  plane  win 
the  Senate  vote?  Credit  Senator  Jack- 
son's prestige,  the  fact  that  he  is  up  for 
reelection,  the  fact  that  Braniff  col- 
lapsed (buying  used  747s  would  pump 
cash  to  surviving  airlines,  it  was  ar- 
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AIRLIFT  COMMAND 


Order-book  enemies:  Boeing's  747  (left)  at 
Buying  up  used  747s  helps  industry. 


id  Lockheed's  C-5 

but  then  they  can't  carry  tanks. 
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Senator  Henry  Jackson  of  Washington,  borne  of  (he  Hoeing  Co. 

The  Army,  Air  Force,  Marines  and  even  the  President  lost  to  him. 


gucd)  and  the  fact  that  Boeing  rounded 
up  a  formidable  phalanx  of  lobbying 
interests.  Bankers  holding  paper  on 
747s  joined  up.  Boeing  subcontractors 
with  a  stake  in  the  new  757  and  767 
jets  were  on  the  job,  because  the  sale 
of  old  747s  would  create  cash  to  buy 
new  planes.  They  were  joined  by  sup- 
porters of  McDonnell  Douglas'  C-17, 
which  the  Air  Force  still  would  like  to 
buy.  Lockheed  and  Georgia's  Senator 
Nunn  and  the  Air  Fora  realized  too 
late  how  well  (ackson  had  been 
rounding  up  supporters.  The  result 
was  an  order  to  buy  used  civilian 
planes  for  the  next  war. 

But  stay  tuned:  The  continuing  bat- 
tle over  giant  transports  is  likely  to  be 
so  fierce  that  the  real  decision  may  be 
postponed  for  another  year.  The  Rus- 
sians may  not  wait,  Middle  East  com- 
batants may  not  wait,  but  the  pa- 
tience of  American  voters  with  such 
goings  on  seems  infinite. 


The  Golden  States  tax  gusher  finally  has 
run  dry),  hut  is  the  party  over? 


Don't  cry 
for  California 


By  John  Merwin 

erhaps  it's  a  little  like  saying 
™  Ft.  Knox  is  nearly  out  of  gold, 
but  the  state  of  California  is  al- 
most out  of  money.  While  only  two 
years  ago  the  state  had  billions  in  sur- 
plus, today  California's  Controller 
Ken  Cory  says  California  may  be  late 
paying  its  bills  in  a  few  weeks,  unless 
tax  collections  take  a  dramatic  up- 
swing. Through  the  first  ten  months 
of  its  fiscal  year,  which  will  end  June 
30,  the  state  has  spent  $18.4  billion, 
while  taking  in  only  $15.9  billion. 
During  the  last  three  years  California 
spent  its  way  through  a  $4  billion 
surplus,  raided  various  reserve  funds, 
accelerated  tax  collections  and  em- 
ployed an  array  of  other  devices  to 
postpone  the  inevitable.  Neverthe- 
less, the  day  of  reckoning  is  at  hand. 


Why  is  California — a  state  whose 
gross  product  of  $348.6  billion  is  big- 
ger than  that  of  many  countries — 
nearly  broke?  Generosity,  or  extrava- 
gance? Consider:  The  state  of  Texas' 
welfare  department  greets  employ- 
ment-seeking migrants  with  a  pam- 
phlet informing  them  that  a  family  of 
three  can  draw  only  $  1 1 8  a  month.  In 
California  the  same  family  can  draw 
$506  a  month.  For  years  California's 
politicians  have  handed  out  the 
state's  billions  as  if  the  manna  would 
never  cease  to  fall. 

•  California  has  13%  of  the  nation's 
welfare  recipients,  but  they  receive 
20%  of  the  nation's  welfare  pay- 
ments. Cost  to  the  state:  $1.4  billion. 

•  California  supplements  federal 
Social  Security  payments  for  the  aged 
and  disabled  far  beyond  what  other 
states  do.  A  couple  can  draw  $815  a 


month  in  California,  but  only  $476  a 
month  in  New  York.  In  Texas,  which 
has  no  supplement,  the  basic  federal 
payment  is  $397  a  month. 

•  California's  health  insurance  pro- 
gram, Mcdi-Cal,  goes  well  beyond 
nearly  any  other  state's.  It  even  pays 
for  dental  work  down  to  teeth  clean- 
ing. Its  cost:  $2.7  billion. 

The  laudable  initial  impulse  un- 
doubtedly was  compassion,  but  teeth 
cleaning  at  taxpayers'  expense  is  bu- 
reaucratic mindlessness,  not  compas- 
sion. Among  the  non-needy,  the  sys- 
tem bankrolls  indolence.  The  state's 
107-campus  junior  college  system 
charges  no  tuition.  The  result?  At 
some  campuses  40%  of  the  students 
drop  out  before  the  end  of  the  semes- 
ter, wasting  millions  of  tax  dollars. 
College  administrators  know  how  to 
blow  money,  too.  In  search  of  more 
students,  which  means  more  state 
money,  administrators  started  classes 
in  nursing  homes  and  even  in  state 
mental  institutions,  where  today 
3,400  persons  are  taught  such  things 
as  Grooming  I  &  II  by  certified  junior 
college  instructors.  Finally  the  state 
put  a  limit  on  funding  new  student 
recruits,  and  miraculously  much  of 
the  growth  stopped.  Cost  of  the  junior 
college  system:  $1.1  billion. 

California's  boom  spurred  an  enor- 
mous growth  in  bureaucracy.  The 
state's  population  increased  128%  be- 
tween 1950  and  1982,  the  number  of 
state  employees  279%. 

The  revenues  to  support  it  came 
largely  from  sales  tax,  personal  in- 
come tax  and  corporate  income  tax, 
which  swell  rapidly  in  a  booming 
economy. 
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How  California  got  in  trouble 


•67    '68     '69     '70     '71     '72  '73 
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Today  California  is  spending  far  more  than  it  takes  in, 
which  means  many  generous  programs  created  in  the 
1960s  and  1970s  must  be  slashed.  Under  Governor  Ronald 
Reagan,  sales  and  income  tax  rates  were  raised  substantial- 
ly in  1973-74.  These  increases,  coupled  with  a  booming 
state  economy  and  surging  tax  revenues  under  Governor 
Jerry  Brown,  enabled  the  state  to  pile  up  a  $4  billion 
surplus  by  1978.  California  taxpayers  revolted.  State  per- 
sonal income  taxes  were  indexed  and  local  property  taxes 
cut  in  half.  Big  spending  continued  and  the  surplus  evapo- 
rated. Recent  recession  has  slowed  tax  revenue  growth 
ren  further.  Result:  Today  the  state  is  nearly  broke. 


Source  Slate  of  California,  Department  of  Finance 


But  in  1978  the  taxpayers  revolted, 
slashing  local  property  taxes  in  half 
with  Proposition  13  and  indexing 
state  income  taxes  to  halt  bracket 
creep.  These  tax  reforms,  coupled 
with  the  recession,  have  gnawed  away 
at  the  seemingly  limitless  growth  of 
California's  tax  revenues. 

Even  if  no  services  are  added  to  the 
state's  budget  for  the  1982-83  fiscal 
year,  beginning  July  1,  California's  an- 
ticipated tax  revenues  will  fall  $2  bil- 
lion short  of  the  $24.6  billion  needed 
to  maintain  the  status  quo.  If  Wash- 
ington cuts  back  on  the  $1 1  billion  of 
federal  money,  then  the  state's  woes 
will  be  compounded. 

But  how  bad  are  things,  really? 
Read  on. 

The  most  severe  casualties  of 
1978's  Proposition  13  were  Califor- 
nia's cities  and  school  districts,  which 
lost  half  their  property  tax  income. 
State  money  helped  to  make  up 
losses,  and  the  municipalities  hiked 
all  sorts  of  fees  to  close  the  gap.  But 
the  response  was  mostly  on  the  side  of 
revenue  raising,  not  budget  cutting. 

In  Los  Angeles,  for  example,  school 
enrollment  is  dropping,  leaving  doz- 
ens of  half-empty  schools.  Why  not 
close  some?  Says  a  school  spokesman, 
"Every  time  we  announce  we're  going 
to  close  a  school,  the  local  congress- 
man calls  to  complain." 

Los  Angeles,  like  other  large  cities, 
pays  a  generous  pension  to  police  and 
firemen — 40%  of  their  maximum  pay 
if  they  retire  after  20  years'  service.  But 
Los  Angeles  also  indexed  the  pension 
to  the  Consumer  Price  Index,  which 
overstates  inflation.  The  result:  The 
police  and  fire  pension  tab  is  slated  to 
gobble  up  $228  million  this  year — 
15%  of  the  $1.5  billion  city  budget— to 
pay  about  9,000  retired  police  and  fire- 
men, almost  equal  to  the  active  force 
of  9,500.  Los  Angeles  voters,  however, 
are  likely  to  stop  that  by  approving  a 
June  ballot  measure  that  would  limit 
cost-of-living  adjustments  to  3%,  sav- 
ing $30  million  this  year  alone. 

Chances  are  the  voters  will  have  to 
guard  against  future  bureaucratic  ex- 
cess. Property  taxes,  which  brought 
on  Proposition  13,  are  rising  again. 
How?  Every  time  a  home  sells  in  Cal- 
ifornia its  tax  value  rises  to  the  new 
sales  price.  In  a  decent  real  estate  mar- 
ket, property  tax  receipts  should  rise 
20%  a  year.  Within  a  couple  of  years, 
they  will  be  $11  billion,  back  up  to 
pre-Proposition  13  levels. 

Clearly,  it  is  a  fortunate,  bountiful 
state.  But  just  as  clearly,  what  its  gov- 
ernment officials  need  is  not  more 
money  to  spend,  but  more  discipline 
in  spending  it.  ■ 
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never  know  when  a  takeover  attempt  will  strike  your  compan 

An  unfriendly  takeover 
can  come  out  of  the  blue. 

The  shocking  reality  is 
that  standard  defensive  mea- 
sures (staggered  directorships 
and  by-law  ploys)  won't 
deter  today's  aggressors. 

The  most  effective 
defenses  are  built  upon  a 
thorough  understanding  of 
your  true  assets.  Then  devis- 
ing specific  ways  to  make  sure 
plunderers  can't  get  to  them. 

Ways  that  protect  your 
shareholders'  interests. 

Ways  that  fully  utilize 
your  assets. 

An  acquisition  of  your 
own  may  be  a  good  defensive 
move.  Or  a  divestiture. 

And  there  are  elements 
of  your  business  you  may  not 
even  have  thought  of  as  defen- 
sive weapons.  Patent  owner- 
ship. Distribution  subsidiaries. 
Key-employee  contracts.  All 
have  the  potential  to  thwart 
a  takeover. 

You'll  find  the  best 
defense  is  a  plan  that's  well- 
grounded. 
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Wall  Street  throws  out  babes  with  bath- 
water. How  else  explain  the  beating  these 
great  oil  service  stocks  have  taken? 


Class  will  tell 


By  William  Baldwin 
and  Toni  Mack 


Wall  Street  has  been  as  un- 
balanced in  the  oil  glut  as  it 
was  in  the  oil  boom.  The 
icks  of  oil  service  companies  have 
half  to  two-thirds  of  their  value  in 
little  more  than  a  year.  Such  is  the 
passion  of  crowds.  Where  the  price  of 
oil  that  fuels  the  business  was  once 
extrapolated  to  the  sky,  now  it  is  ex- 
trapolated straight  to  hell. 

Forgotten  in  the  rout  is  that  the  oil 
service  industry,  like  any  other,  has 
its  better  operators  who  manage  well 
through  fat  years  and  lean. 

Giants  like  Schlumberger  and  Hal- 
liburton are  in  this  category.  So  are 
some  smaller  outfits  with  strong  mar- 
ket positions.  Parker  Drilling  Co.  can 
drill  as  far  off  the  beaten  track  as  an 
oil  company  wants  it  to  go.  Cameron 
Iron  Works'  name  is  synonymous 
with  a  basic  variety  of  blowout  pre- 
venter. Smith  International  makes 
more  below-the-surface  tools  than 
anyone.  Rowan  Cos.  is  to  offshore 
drilling  what  Parker  is  to  land  drilling. 

All  four  of  these  small  to  medium- 
size  companies  are  a  half-century  old 
or  more — no  newcomers  lured  by  lat- 
ter-day oilfield  profits.  Most,  in  fact, 
were  pioneering  technology  for  the 
adolescent  industry  when  H.L.  Hunt 
was  trading  oil  leases  in  east  Texas. 

Men  like  Bobby  Parker  of  Parker 
Drilling  don't  get  dizzy  in  the  good 
times;  they  survived  excruciating 
years  like  1958,  when  rigs  went  for  10 
cents  on  the  dollar.  His  son  Robert 
Parker  Jr.,  president  of  the  company, 
puts  it  this  way:  "You  just  can't  get 
scared  and  run  away." 

"I'm  working  for  the  elite" 

In  the  last  decade  Tulsa's  Parker  Drill- 
ing has  risen  smoothly  from  $3.3  mil- 


lion in  earnings  to  $79  million  on 
$582  million  revenues  in  fiscal  1981. 
Parker's  earnings  this  year  seem  sure 
to  rise  again;  through  the  first  half 
earnings  were  up  24%.  Today,  when  a 
third  of  U.S.  rigs  are  out  of  work,  90% 
of  Parker's  138  rigs  are  running. 

Why?  Management.  Last  year, 
when  fledgling  contractors  leased  rigs 
on  short  contracts — in  the  belief  that 
rates  would  go  higher — Parker  let 
only  20%  of  his  fleet  go  short  term.  In 
August  he  began  signing  one-year 
contracts,  and  around  New  Year's  the 
rig  count  started  to  fall. 

It's  a  family  affair,  still  21%  owned 
by  Parkers.  Robert  Parker,  chairman, 
bought  his  father's  22  rigs  in  1954, 
and  now  his  33-year-old  son  runs  day- 
to-day  operations  as  president.  Back 
in  1954,  though,  Parker's  father,  glum 
about  drilling's  future,  wanted  to  get 
the  family  out  of  the  business.  "He 
was  right  for  about  15  years,"  says 
Parker,  a  slight,  lively  man  of  58.  "I 
was  just  young  enough  to  where  I 
didn't  know  I  couldn't  do  it." 

He  survived  by  drilling  where  no 
one  else  wanted  to.  In  1959  Parker 
decided  to  go  deep — two  to  six  miles 
down.  The  market  was  less  crowded 
and  still  is.  Likewise,  he  looked 
abroad  in  1965.  Now  his  lightweight 
helicopter-lifted  and  TBA  (Transport- 
able By  Anything)  rigs  bore  holes  from 
the  Arctic  to  the  Sudan,  and  some 
40%  of  revenues  come  from  overseas. 

Parker's  magic  is  in  his  people. 
Even  though  Parker's  fleet  grew  30% 
over  the  last  two  years,  the  company 
has  kept  most  of  its  well-paid  men  in 
a  trade  in  which  roughnecks  are  as 
fickle  as  pretty  girls  at  a  dance.  Par- 
ker's accident  rate,  a  measure  of  inex- 
perience, runs  about  20%  below  the 
industry  average. 

There's  a  lot  of  talk  about  "the 
spiritual  realm"  at  Parker  headquar- 


ters, and  the  Methodist  Parkers  send  a 
company  preacher  to  visit  the  rigs. 
Drinking,  even  off  the  rig,  is  nominal- 
ly (and  unenforceably)  forbidden;  drug 
users  are  outlawed. 

Naivete?  Buster  Trout,  a  thick- 
muscled  30-year  veteran  who  runs  a 
Parker  rig  half  an  hour  outside  Chick- 
asha,  Okla.,  doesn't  see  it  that  way. 
During  the  boom  others  tempted  him 
with  $300  to  $500  a  day.  Ask  him  why 
he  didn't  go,  and  he's  flummoxed  for  a 
minute.  "Parker  Drilling,"  he  finally 
offers.  "They're  honest  people."  His 
brother,  a  son  and  a  nephew  are  also 
Parker  hands.  Says  his  son,  "I'm 
working  for  the  elite." 

It's  a  family  business,  but  it's  no  club. 
In  the  mid-1970s,  seeing  a  few  strong 
years  ahead,  Bobby  Parker  retired  "the 
people  of  my  era"  and  hired  men  now  in 
their  30s.  "If  you  didn't  do  that,  you'd 
be  a  little  bit  too  smug,  and  say,  'We'll 
just  sweat  this  one  out  till  the  good 
work  comes  back,'  "  he  explains. 
"These  young  men  hustle  like  mad  to 
show  me  they  can  run  these  rigs  in  the 
worst  of  times.  "He  laughs  and  slaps  his 
desk.  "I  love  it!"  Trust  an  old  hand  to 
see  the  hazard  in  experience. 

The  blacksmith  shop 

"Hostile  environment"  is  a  term  that 
crops  up  often  in  the  conversation  of 
M.A.  (Mike)  Wright,  71,  chairman  of 
Cameron  Iron  Works,  and  his  38-year- 
old  president,  Philip  Burguieres.  Their 
business  is  certainly  hostile  these 
days:  The  $929  million  (fiscal  1981 
sales)  Cameron  is  watching  a  $1  bil- 
lion backlog  in  oil  tools  evaporate, 
and  recently  imposed  a  hiring  freeze. 
The  executives,  though,  are  talking 
about  the  harsh  drilling  conditions 
their  products  are  designed  for.  By  fo- 
cusing on  this  nasty  end  of  the  energy 
market,  Cameron  has  so  far  main- 
tained operating  margins  of  25%  on 
its  drilling  and  production  wares  and  a 
compound  earnings-per-share  growth 
rate  of  30%  over  the  past  decade. 

Houston-based  Cameron  got  its  start 
60  years  ago  with  the  invention  of  the 
ram  blowout  preventer,  a  device  that 
chokes  off  the  space  around  a  drilling 
pipe  when  an  oil  rig  hits  a  dangerous 
pocket-  of  pressure.  Competitors — 
chiefly  privately  held  Hydril  Co.  and 
NL  Industries'  Shaffer  division — have 
horned  in  on  the  market  but  taken  only 
half  of  it  away.  Cameron  has  steeled 
itself  for  the  fight  by  investing  in  tech- 
nology. It  employs,  for  example,  32 
metallurgists. 

In  a  business  that  enables  drillers  of 
the  deepest  wells  to  deal  with  pressure 
surges  of  20,000  pounds  per  square 
inch,  metallurgy  is  key.  Cameron  can 
brag  about  a  forging  press  that,  with  its 
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(  35,000  tons  of  force,  is  the  third  largest 
|  in  the  U.S.  and  it's  a  nice  toy  competi- 
tors don't  have.  Out  of  it  come  2,000- 
degree-hot  billets  that  will  be  shaped 
:     into  oil  tools.  It's  just  a  modern  version 
1  of  a  blacksmith  hammering  red  hot 
metal  to  eliminate  bad  spots. 

"We  melt  our  own  metal  and  forge 
our  own  oil  tools,"  says  Wright.  The 
competition,  says  Burguieres  con- 
temptuously, has  to  make  do  with 
castings.  Competitors,  of  course,  are 
prepared  to  argue  that  the  best  casting 
is  as  good  as  any  forging,  but  the  per- 
ceived superiority  of  the  latter  is 
enough  to  give  Cameron  a  slight  edge 
in  pricing  its  products. 

And  these  gadgets  do  not  come 
cheap.  Cameron's  smallest  blowout 
preventer  lists  for  $38,965,  and  a  typi- 
cal drilling  rig  has  several  stacked  one 
on  top  of  the  other.  Cameron  also 


Robert  Parker  of  Parker  Drilling 
Rigs  from  the  Arctic  to  the  Sudan. 


makes  "Christmas  trees" — the  tangle 
of  valves  that  control  flow  from  a  pro- 
ducing well — and  other  wellhead 
equipment.  It  offers  an  offshore 
Christmas  tree  that  is  buried  beneath 
the  ocean  floor,  so  it  can't  be  toppled 
by  an  iceberg  or  fishnet.  Cost,  about 
$1.5  million.  Burguieres  shrugs.  "You 
could  lose  that  in  a  couple  of  hours" 
of  a  catastrophic  spill,  he  says. 

The  immediate  future  for  Cameron 
portends,  if  not  a  decline  in  earnings, 
at  least  a  slowing  of  its  heady  growth. 
Non-oil-tool  lines — a  third  of  the 
company's  business — are  also  faring 
poorly  these  days:  seamless  pipe  for 
power  plants  and  forged  parts  for  jet 
engines.  But  the  longer  trends,  the 
world's  going  deeper  and  offshore — to 


It's  crystal'dear. 
It's  a  bit  more  expensive,  but  for  a  crisp  Gin  &Tbnic, 
the  world  comes  to  Gordon's! 
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Tarred  with  the  same  oil 


Such  was  the  stock  market's  emotional  overreaction 
to  prospects  of  an  oil  glut — a  glut  that  seems  to  be 


vanishing  even  now — that  some  excellent  oil  service 
companies  are  selling  at  distress  prices. 


-Latest  12-month- 


-Latest  fiscal  year- 


Recent 

— Price  range — 

earnings 
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sales 
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price 

1980  to  present 

per  share 

ratio 

yield 

(millions) 

equity 

D<i|//tr  Intprnitmnt 
DdKlT  IllHrilclllUIIcIl 

287k 

53  Vi-253A 

$4.10 

7.0 

14.3% 

$2,140 

26.7% 

Cameron  Iron  Works 

29 

67   -24  Vb 

5.20 

5.6 

17.9 

929 

23.7 

Dresser  Industries 

19% 

57  -19% 

4.23 

4.6 

21.8 

4,615 

17.7 

( '  ji'irh'irt  Infill  ctri  t»c 

16 

6074-1578 

2.05 

7.8 

12.8 

345 

19.8 

GEO  International 

157s 

46%- 15%* 

4.24 

3.7 

26.7 

436 

37.2 

Halliburton 

32l/4 

867,-32 

5.72 

5.6 

17.7 

8,508 

23.2 

I-I<>lmprir*h  &  Pavnp 

1  lt.llllLlll.il   O-    I  u  y  '  1  '- 

18% 

54 '/K- 187s 

3.26 

5.8 

17.3 

288 

27.7 

Hughes  Tool 

24% 

487s-23% 

4.84 

5.1 

19.6 

1,759 

24.6 

NL  Industries 

22% 

4878-15% 

5.22 

4.4 

23.0 

2,464 

33.6 

Orpan  Orillinp  Xi_  Fvn 

197* 

5478-17% 

3.45 

5.8 

17.4 

924 

27.8 

Parker  Drilling 

13  Vi 

367.-1278 

3.05 

4.4 

22.6 

582 

28.4 

Reading  &  Bates 

1578 

3978-1 17. 

3.14 

5.0 

20.1 

537 

22.9 

Rowan  Cos 

1074 

23%-  9V» 

2.74 

3.9 

25.5 

369 

27.5 

Schlumberger 

447. 

87V8-40 

4.64 

9.7 

10.3 

5,783 

33.8 

Sedco 

32  Vi 

49  -17% 

3.34 

9.7 

10.4 

385 

15.1 

Smith  Intl 

307, 

70%-28% 

6.29 

4.9 

20.5 

1,194 

24.0 

Tidewater 

22  Vk 

547s-l  9  % 

3.96 

5.6 

17.9 

354 

21.1 

Western  Co  of  North  Am 

11 

3278-  9 

2.30 

4.8 

20.9 

726 

29.2 

'Price  range  for  less  than  entire  period. 

Sources: 

Wilshire  Associates;  Standard  &  Poor  's,  Forbes 

hostile  environments — to  find  energy, 
run  in  Cameron's  favor.  Says  Bur- 
guieres:  "Wells  with  pressures  over 
3,000  pounds  or  corrosive  environ- 
ments where  normal  steel  would  dis- 
integrate, or  offshore — that's  about 
25%  of  the  94,000  wells  drilled  last 
year.  But  it  represents  more  dollar  val- 
ue than  all  the  rest  of  the  wells." 

The  invader 

Jerry  Neely,  chairman  of  $1.2  billion 
(revenues)  Smith  International,  is  a 
pugnacious  man.  Four  years  ago  he 
could  not  find  a  good-size  well  stimula- 
tion company  (one  that  fractures  rock 
around  a  well  so  hydrocarbons  flow 
more  easily)  to  buy  at  a  less  than 
rapacious  price.  So  he  simply  started 
from  scratch. 

It  was  a  gutsy  move.  Big  Hallibur- 
ton is  the  granddaddy  of  the  business, 
and  Neely's  other  competitors  range 
up  to  ten  times  Smith's  size  in  rev- 
enues. Stimulation,  too,  is  "highly 
complex,  hard  to  get  into,"  says  one 
competitor  grudgingly.  "But  Smith 
has  made  some  real  inroads." 

Necly  knows  something  about  chip- 
ping away  market  share — much  to 
Hughes  Tool's  chagrin.  In  1971  Hughes 
had  over  twice  as  much  of  the  drill  bit 
market  as  Smith.  Last  year  Hughes' 
worldwide  share  had  slipped  to  36%, 
while  Smith's  climbed  to  31%,  by  a 
Paine  Webber  estimate.  What  hap- 
pened? Neelysaw  that  Hughes  depend- 
ed more  on  technical  than  marketing 


prowess.  He  pushed  salesmen  into  the 
field,  aimed  especially  at  deep  and 
difficult  wells  that  eat  bits  faster.  Now 
he's  pushing  the  salesmen  abroad. 

Neely,  now  45,  married  the 
founder's  daughter,  but  it  didn't  make 
him  lazy.  A  University  of  Southern 
California  graduate  in  industrial  man- 
agement, he  took  ten  years  to  work 
from  plant  manager  to  chief  executive 
in  1976.  "He's  done  a  superb  job," 
says  John  Wellemeyer,  oil  tools  ana- 
lyst at  Morgan  Stanley.  Since  1976 


Cameron's  35,000-ton  press  at  work 
A  nice  toy  competitors  don't  have. 


earnings  have  nearly  quadrupled  to 
last  year's  $133  million,  for  an  11% 
net  margin. 

Not  all  is  rosy,  of  course:  Neely 
may  face  damages  from  a  patent  suit 
Hughes  just  won,  and  his  stimulation 
company  probably  won't  break  even, 
as  he  expected  this  year. 

Why  has  he  gone  after  such  tough 
markets?  Because  Smith's  mainstays 
used  to  be  oilfield  commodities,  like 
drill  pipe  and  shock  absorbers  (called 
"subs"),  that  almost  anyone  with  a 
dream  and  a  bank  loan  can  make.  As 
orders  grew  during  the  latest  boom, 
Neely  subcontracted  some  of  the 
work.  As  orders  wane,  the  subcon- 
tractors go.  Commodities  have 
dropped  from  43%  to  31%  of  revenues 
in  the  last  five  years. 

Instead,  Neely  is  busy — too  busy  for 
an  interview — creeping  up  on  markets 
not  so  tied  to  drilling  budgets.  He  has 
spent  around  $65  million  so  far  on 
stimulation,  easing  the  company  into 
the  Roeky  Mountains.  Two  years  ago 
he  paid  $83  million  for  McEvoy  Cos., 
which  makes  devices  that  control  a 
well's  flow.  There  Smith  competes 
with  the  likes  of  Cameron  Iron  Works. 

Analysts  are  keen  on  Smith's 
chances.  They  predict  earnings 
growth  about  twice  that  of  its  cus- 
tomers. And  with  long-term  debt  just 
20%  of  capitalization,  Neely — who 
owns  $12  million  of  Smith's  com- 
mon— can  probably  mount  whatever 
slow  invasions  he  wants. 
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It's  a  big  ocean 

"One  of  the  majors  that  has  14  rigs 
working  in  the  Gulf  of  Mexico  told  us 
they  were  going  to  cut  back  to  4,"  says 
Charles  Yeargain,  the  gruff  56-year- 
old  head  of  Rowan  Cos.'  drilling  divi- 
sion. "Maybe  they're  overreacting." 

Maybe  they  are.  In  Ycargain's  35 
years  at  Rowan,  the  Houston-based 
contract  driller  and  operator  of  off- 
shore oil  service  helicopters,  he  has 
seen  many  an  overreaction.  Currently 
he's  witnessing  what  appears  to  be  a 
classic  overreaction  on  Wall  Street, 
which  has  run  Rowan  stock  down  to 
half  its  former  high  and  about  4.5 
times  likely  1982  earnings. 

Sure,  the  official  rig  count  is  off 
32%  from  its  December  peak.  But 
Yeargain  isn't  very  worried.  Here's 
why:  Most  of  the  1,450  idle  rigs  are 
shallow  land  units,  a  market  Rowan 
has  shunned  in  favor  of  deep  and  off- 
shore work.  And  that  famous  rig 
count  measures  only  U.S.  activity. 
Rowan  does  more  than  half  its  drilling 
abroad.  Last  month  it  towed  a  rig  from 
the  Gulf  of  Mexico  to  Trinidad;  an- 
other rig  is  headed  for  the  North  Sea. 
The  company  already  is  drilling  off 
the  shores  of  Venezuela,  Brazil  and 
Indonesia,  far  from  the  wave  of  tax- 
shelter  competition  that  is  making 
life  miserable  in  the  Gulf. 

Within  the  U.S.,  Rowan's  heaviest 
concentration  is  on  Alaska's  North 
Slope,  where  the  severe  environment 
thins  out  the  competition.  "We've  got 
five  [deep  land]  rigs  there  that  are  all 
working  and  will  be  working  for  the 
rest  of  the  year,"  says  Yeargain. 

Rowan's  rigs,  accounting  for  all  but 
a  tenth  of  revenues,  enjoyed  an  in- 
credible 49%  operating  margin  last 
year.  Net  income  was  $112  million, 
on  $369  million  revenues.  Earnings 
per  share  have  climbed  at  a  42%  an- 
nual rate  over  the  past  decade. 

It's  a  risky  business.  A  new  jack-up 
rig — one  that  sits  on  legs  extendable 
to  the  ocean  floor — costs  $40  million. 
In  good  times  the  operator  can  rent  it 
with  crew  for  $30,000  to  $65,000  a 
day.  But  an  idle  rig  is  like  an  empty 
airplane  seat:  The  huge  fixed  costs 
impel  the  owner  to  take  any  price  he 
can  get.  Domestic  rental  rates  for 
jack-ups  could  fall  30%  over  the  year, 
says  James  Crandell,  a  Salomon  Broth- 
ers analyst.  Five  of  Rowan's  34  rigs  are 
now  idle.  If  not  for  its  geographic  dis- 
persion and  outlandish  profit  margins, 
Rowan  would  be  suffering. 

With  its  well-ballasted  balance 
sheet — $437  million  equity,  $84  mil- 
lion debt — and  a  long  list  of  Third 
World  coastal  nations  just  catching 
up  to  $20  oil,  Rowan,  it  seems,  isn't 
about  to  sink  in  the  glut.  ■ 


How 
to  change 
a  forecast 


To  help  weather  the  storm 
of  economic  variables,  a  person 
could  use  the  IBM  Personal 
Computer. 
With  software  like  VisiCalc* 
(really  an  "electronic  worksheet")  you 
can  calculate  up  to  63  columns  and 
254  rows  of  numbers  —  implementing 
formulas  and  changing  labels 
as  you  go. 

You  can  also  plan  on  the  IBM 
Personal  Computer  to  help  create  a 
sales  forecast.  Spot  a  trend.  Test  a 
budget.  And  aid  you  on  the  quest  for 
the  right  answer  to  "what  if?" 

Now,  don't  wait  for  a  rainy  day 
to  visit  an  authorized  IBM  Personal 
Computer  dealer. 

\bu'll  learn  that  the  quality, 
power  and  performance  of  this  tool  are 
what  you'd  expect  from  IBM. 
The  price  isn't.  — — — =  =* 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  a  store  near  you  (or  information  from  IBM  about  quantity  purchases)  call  (800)447-4700.  In  Illinois,  (800)  322-4400. 
In  Alaska  or  Hawaii,  (800)  447-0890.  *  VisiCalc  is  a  trademark  of  VisiCorp 
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"Some  Du  Pont  directors  are  more  equal 
than  others, "  says  Edgar  Bronfman,  whose 
company  now  holds  20.5%  of  Du  Pont.  He 
has  a  few  plans  for  his  nest  egg. 


Hello,  Wilmington? 
This  is  Montreal 


chairman  of  the  Seagram  Co.  Ltd. 

He  doesn't,  of  course,  have  that  op- 
tion, but  his  remark  might  surprise  an 
army  of  Wall  Street  critics,  who  have 
been  saying  that  Seagram  is  stuck 
with  Du  Pont  holdings  it  can't  resell, 
that  Seagram  would  have  done  better 
if  it  had  plunked  its  $2.6  billion  down 
in  a  money  market  fund  and  that,  in 
any  case,  Seagram  overpaid  for  Du 


By  Priscilla  S.  Meyer 
with  Aaron  Bernstein 


Edgar  Bronfman  settles  back 
into  a  soft  couch  on  one  of  Sea- 
gram's wood-paneled  Gulf- 
stream-3s  and  is  handed  his  usual  VO 
and  soda.  "If  I  could  do  anything  dif- 
ferently, I'd  buy  30%  of  Du  Pont  in- 
stead of  20%,"  says  the  52-year-old 


Edgar  Bn  mfman  of  Seagram 
"Sitting  in  ths  catbird  seat. 


Pont  at  $54  a  share,  since  the  stock 
later  dropped  to  $35. 

Seagram  retorts  that  extensive  ad- 
vance studies  led  Seagram  into  the  Du 
Pont  purchase,  which  suited  its  pur- 
poses very  well;  that  it  plans  to  in- 
crease its  Du  Pont  holding  toward  the 
agreed  upon  25%  limit  rather  than 
unload  or  swap  out;  that  critics  are 
ignoring  Du  Pont's  retained  earnings, 
which  are  being  reinvested  in  Du  Pont 
for  future  growth;  and  that  no  one 
could  expect  to  buy  a  20%  chunk  of 
the  $32  billion  Du  Pont  at  market 
prices. 

Will  Edgar  Bronfman  have  the  last 
laugh?  At  $50  each,  Seagram's  shares 
are  selling  at  5  times  earnings,  and 
some  securities  analysts  are  starting 
to  take  a  second  look. 

Go  back  to  1980,  when  Seagram 
sold  off  its  Texas  Pacific  Oil  Co.  sub- 
sidiary to  Sun  Co.  for  $2.3  billion  in 
cash  and  notes,  plus  a  share  in  future 
profits.  Seagram  had  been  carrying 
Texas  Pacific  on  its  books  for  about 
$500  million.  A  sudden  windfall. 

Seagram  borrowed  against  the  Sun 
notes  and  went  shopping  with  about 
$2.6  billion,  ultimately  making  an  of- 
fer for  51%  of  Conoco.  It  acquired 
32%,  and  then  traded  those  shares  to 
Du  Pont,  which  bought  all  of  Conoco 
for  cash  and  shares.  Seagram  took 
shares  and  ended  up  with  20%  of  Du 
Pont/Conoco  in  exchange  for  its  Tex- 
as Pacific  holdings. 

For  Seagram  this  meant  not  only 
that  fiscal  1981  assets  jumped,  from 
$2.8  billion  to  $6  billion  and  net  in- 
come from  $145  million  to  $1.6  bil- 
lion, but  that  suddenly  it  had  two  big 
streams  of  cash. 

Before  the  transactions  began,  in 
fiscal  1980,  Texas  Pacific  contributed 
$68  million  to  net;  but  the  oil  explora- 
tion concern,  in  fact,  was  a  net  drain 
on  cash.  Money  from  the  company's 
big  liquor  business  had  to  cover  oil 
drilling  costs,  dividends,  debt  service 
and  the  like. 

By  selling  Texas  Pacific  and  buying 
20%  of  Du  Pont,  not  only  are  some  of 
Du  Pont's  earnings  consolidated  on 
Seagram's  books,  but  the  Du  Pont 
dividends  have  set  up  a  second  $120 
million  stream  of  cash  into  Seagram's 
coffers  that  can  be  used  for  acquisi- 
tions, to  pay  off  debt  and  other  things. 

"If  the  economy  turns  up,  Bronf- 
man could  come  out  of  this  looking 
like  a  genius,"  says  Martin  Romm, 
analyst  for  First  Boston.  Currently, 
Romm  is  recommending  Seagram 
only  as  a  long-term  investment,  since 
Du  Pont's  returns  (which  move  in 
tandem  with  the  economy)  are  de- 
pressed for  the  first  fiscal  half. 

Other  analysts,  like  Arthur  Kirsch 
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Canadalr  announces  yet  another 
breakthrough  In  the  fight  against  the 
high  cost  of  jet  fuel 


Apri/ 10, 1982;  First  flight  of  the  new  GE  powered  Challenger  601. 


With  the  introduction  of  the 
Lycoming-powered  Challenger  600  in 
1976,  we  began  an  unabashed  cam- 
paign to  wean  executive  travelers 
from  the  cramped,  fuel-guzzling  air- 
craft which,  until  then,  had  passed  for 
corporate  jets. 

We  were  met  with  an  enthusiasm 
that  stunned  even  us. 

Executives  whose  responsibilities 
demanded  multi-hour  jet  travel  thirty 
or  forty  times  a  year  or  more  were 
apparently  possessed  of  a  desperate 
inner  longing  for  an  alternative  to 
claustrophobia.  And  here  we  were, 
offering  an  aircraft  both  wider  and 
more  economical  than  any  other  inter- 
continental corporate  jet  in  the  world. 

With  the  result  that  back  orders 
for  the  Challenger  600  sprouted  like 
the  proverbial  beanstalk. 

At  this  writing,  more  than  ten 
600s  are  already  in  service,  and  over 
25  more  are  in  completion  centers. 
More  than  6,000  fleet  hours  have 
already  been  accumulated  by  these 


aircraft.  And  more  than  30  Atlantic 
crossings  were  made  during  those 
hours. 

And  all  this,  as  of  the  first  flight  of 
a  new  Challenger  on  April  10, 1982,  is 
only  half  the  story. 

Introducing  a  second 
Challenger  to  choose  from. 

Like  the  Lycoming-powered 
Challenger  600,  there  were  those 
who  said  the  new  Challenger  601 
would  never  fly. 

It  was  said,  no  corporate  jet  in 
history  had  ever  combined  so  much 
performance  with  so  much  fuel 
economy.  It  was  said,  no  corporate  jet 
in  history  had  ever  combined  such 
performance  and  economy  with  such 
a  wide  cabin  configuration. 

All  we  said  was,  it  will  fly  in  April, 
1982,  which  it  has. 

All  we're  saying  now  is,  the 
General  Electric  engine  will  be 
certified  on  schedule  in  mid-1982. 
The  aircraft  will  begin  serving  our  cus- 
tomers and  causing  discomfort  to  our 


competitors  by  late  1983,  and,  like 
the  Challenger  600,  fly  you  more 
economically  and  in  greater  comfort 
than  any  other  intercontinental 
corporate  jet  in  the  world. 

(The  fact  is.  even  far  smaller  jets 
like  the  Falcon  50  and  the  Falcon  20F 
fail  to  achieve  any  meaningful  advan- 
tage over  either  Challenger  in  fuel  effi- 
ciency. While  a  Gulfstream  III  can 
consume  as  much  as  40%  to  60% 
more  than  a  600  or  601*  depending 
on  trip  length.) 

Actually,  there  is  one  other  thing 
we'd  like  to  say.  If  you  want  to  find  out 
more  about  the  Challenger  family  of 
business  jets,  the  man  to  speak  to  is 
Mr.  James  B.  Taylor,  President  of 
Canadair  Inc.  You  can  call  him  at 
(203)  226-1581,  or  write  him  at 
Canadair  Inc.,  274  Riverside  Avenue, 
Westport,  CT  06880. 

And  you  might  as  well  know  now. 
The  back  orders  have  already  started. 

canadair 
chalienqer 


•Challenger  601  data  are  based  on  wind  tunnel  tests  and  continuing  flight  tests.  For  performance  guarantees,  see  technical  specifications. 


How  The  Hartford  pre 


With  Spectrur 
Kt  packag 


John  Donahue,  Vice  President, 
Commercial  Lines  Underwriting, 
talks  to  retailers  about  The  Hartfoi 
comprehensive  approach  to  busin 
owner's  coverage.  

Q.  What  is  Spectrum?  And  why  have  over 
60,000  businesses  chosen  it  since  it  was  introd 
in  1980? 

A.  Spectrum  isThe  Hartford's  revolutionary  busi 
owner's  policy.  It  combines-in  one  convenient,  c 
effective  package-all  the  insurance  coverages  mi 
small-  to  medium-sized  businesses  need. 

Spectrum  is  perfect  for  all  kinds  of  retailers  witP 
sales  up  to  one  million  dollars.  We're  talking  aboi 
drugstores,  shoe  stores,  auto  parts  outlets,  hardwa 


ing  retail  businesses. 


e'ye  covered  the  gaps 
licies  leave  open/ 


-you  name  it.  Special  coverages  are  also  avail- 
}r  service  operations  such  as  laundries  and  dry 
?rs,  funeral  directors,  printers,  and  radio  and  TV 
shops. 

Joes  the  basic  Spectrum  package  offer 
iction  that  other  package  policies  don't? 

bsolutely.  I  don't  know  of  a  single  package 
omes  close  to  the  comprehensive  coverage 
jrum  offers.  For  example,  Spectrum  gives  you 
000  of  Fire  Legal  Liability,  or  three  to  six  times 
imost  other  packages  give  you -if  they  give  you 
tall.  The  policy  also  includes  Personal  Injury, 
brehensive  General  Liability  and  other  coverages 
fome  insurance  companies  offer  only  as  options. 
?ctrum  has  broader  eligibility,  too.  It  can  provide 
:tion  for  buildings  up  to  $2,500,000  and  con- 
Up  to  $500,000.  That's  a  lot  more  than  similar 
■ige  policies  will  cover-in  some  cases,  twice  as 
, .  And  eligibility  is  not  limited  by  square-foot 
'  :tions. 

l)oes  Spectrum's  comprehensive  coverage 
.  i  I'll  be  paying  for  insurance  I  don't  want 
jied? 

Often  it's  quite  the  opposite.  Most  package  poli- 
jhclude  coverages  you  may  not  need,  but  have  to 
fbr  anyway.  With  Spectrum,  many  of  those  cover- 
are  optional.  They  include  Loss  of  Income, 
pyee  Dishonesty,  and  Non-Owned  Auto/Hired 
|  you  don't  need  those  coverages,  you  don't  pay 
fern. 

fectrum  gives  you  other  options,  too.  It's  available 
named-peril  or  all-risks  basis.  And  it  offers  prop- 
leductibles  of  $500  or  $1,000,  and  three  liability 
:  $300,000,  $500,000,  or  $1,000,000. 


Q.  What  is  Spectrum's  Full  Value  Building 
Replacement  Option? 

A.  Spectrum  has  an  Inflation  Guard  feature  that  auto- 
matically adjusts  coverage  amounts  each  month  in 
line  with  construction  costs  in  different  parts  of  the 
country.  The  Full  Value  Building  Replacement  Option 
provides  extraordinary  additional  protection.  The 
Hartford  will  pay  you  what  it  actually  costs  to  replace 
your  building,  regardless  of  inflation  or  policy  limits. 
This  valuable  protection  gives  you  true  peace  of  mind 
for  just  a  token  additional  charge. 

Q.  Do  you  reduce  premiums  for  businesses  with 
loss-free  operations? 

A.  Definitely.  Under  our  current  Loss-Free  Credit 
Plan,  we'll  reduce  your  second-year  premium  by  five 
percent  if  your  first  year  is  loss  free.  After  that,  as  long 
as  our  present  plan  is  in  effect,  we'll  reduce  your  nor- 
mal renewal  premium  by  ten  percent  for  succeeding 
years  you  remain  loss  free. 

We  also  have  a  payment  plan  that  lets  you  pay 
premiums  in  three  installments  over  180  days-without 
interest  or  installment  charges. 

Q.  How  can  I  find  out  more? 

A.  By  calling  an  independent  agent  who  represents 
The  Hartford. 

Don't  make  a  decision  on  business  owner's 
insurance  without  a  quote  from  an  independent 
agent  who  represents  The  Hartford. 

Spectrum  is  available  in  most  states. 


BUSINESS 
HOME 
AUTO 
LIFE 


Let  us  protect  your  world.  THE  HARTFORD 


The  Hartford  Insurance  Croup,  Hartford,  Connecticut  061 1 5 


of  Drexel  Burnham  Lambert,  are  rec- 
ommending the  stock  for  different 
reasons.  By  paying  $50  a  share  for 
Seagram  you  can,  in  effect,  acquire 
nearly  an  equal  value  in  Du  Pont 
stock,  with  the  rest  of  Seagram 
thrown  in  like  free  trading  stamps.  Du 
Pont  is  currently  selling  around  $35  a 
share,  and  each  Seagram  share  repre- 
sents about  1 .6  shares  of  Du  Pont. 

Still  unexplored  is  the  new  leverage 
and  potential  for  acquisitions.  Harold 
Fieldsteel,  chief  financial  officer  of 
Seagram,  notes  that  with  some  $120 
million  a  year  in  cash  dividends  flow- 
ing from  Du  Pont,  Seagram  could  bor- 
row upwards  of  $1  billion  for  an  ac- 
quisition against  ten  years'  cash  flow. 

"I'd  like  to  buy  a  drug  company," 
says  Bronfman,  "I'm  excited  about 
pharmaceuticals  and  I  expect  the 
multiples  to  go  higher."  Fieldsteel 
quickly  cautions  that  the  "prudent 
path"  for  Seagram  would  be  first  to 
pay  off  its  $300  million  in  debt,  bor- 
rowed late  last  year  to  buy  back  5 
million  Seagram  shares,  thereby 
boosting  the  Bronfman  family  hold- 
ings to  40% . 

"We  are  in  a  phase  of  digestion  rath- 
er than  ingestion  right  now,"  con- 
cedes Bronfman,  who  is  not  ruling  out 
such  a  purchase  but  raising  an  alterna- 
tive: Du  Pont. 

Seagram,  with  its  20%  holding  in 
Du  Pont,  now  holds  more  shares  than 
the  scattered  du  Pont  family,  and 
wields  more  than  a  little  influence  in 
Wilmington,  even  though  only  three 
of  Du  Pont's  29  directors  are  from 
Seagram.  "Some  Du  Pont  directors 
are  more  equal  than  others,"  says 
Bronfman,  who  is  an  active  voice  in 
the  restructuring  of  Conoco  and  in 
discussing  potential  Du  Pont  acquisi- 
tions. "Du  Pont  is  doing  what  we 
would  want  but  it's  much  slower  than 
Seagram  would  be,"  says  Bronfman. 

Look  at  it  from  Seagram's  vantage 
point.  Suppose  Du  Pont  acquired  a 
major  international  drug  company  for 
a  package  of  cash  and  Du  Pont  equity 
securities  similar  to  the  package  of- 
fered for  Conoco.  Seagram  would 
benefit  indirectly  from  its  20%  plus 
position,  in  a  drug  company  much 
larger  than  it  could  have  swallowed 
on  its  own.  Besides,  Seagram  on  its 
own  wouldn't  have  issued  equity  se- 
curities to  do  the  deal  because  the 
Bronfman  family  doesn't  want  to  di- 
lute its  holdings.  Furthermore,  the 
drug  company  would  be  managed  by 
Du  Pont,  which  Bronfman  concedes 
would  be  far  better  able  to  understand 
the  drug  business  from  an  operating 
standpoint  than  Seagram. 

Indeed,  that  has  always  been  Bronf- 
man's style.  He  is  a  delegator.  When 


Seagram  owned  Texas  Pacific  it  left 
operating  decisions  involving  the  oil 
business  to  that  subsidiary.  He  is  also 
pleased  to  leave  operations  of  Du  Pont 
to  its  managers  with  whom,  he  says, 
he  is  generally  in  accord. 

"In  the  Conoco  deal  we  figured 
shareholders  would  prefer  Seagram's 
cash  to  Du  Pont's  securities.  We  were 
wrong,"  says  Bronfman.  Still,  he  is 
convinced  Seagram  came  out  on  top 
because  through  Du  Pont,  his  options 
multiply. 

That  is  why  he  now  says  he  wishes 
Seagram  had  bought  30%  of  Du  Pont, 
since  any  Du  Pont  acquisition  for 
stock  will  dilute  Seagram's  holdings, 
and  a  huge  one  could  put  Seagram  in 
danger  of  crossing  under  the  20% 
mark  that  permits  equity  accounting 
of  its  holdings.  That  could  make  Sea- 
gram scramble  for  more  shares  in  or- 
der to  keep  Du  Pont  on  its  books  at  a 
time  when  such  shares  are  scarce  and 
expensive. 

In  the  past  few  months  Seagram  has 
bought  700,000  additional  Du  Pont 
shares,  bringing  its  holdings  to  20.5%, 
or  48.1  million  Du  Pont  shares.  And 
Seagram  intends  to  continue  buying 
whenever  Du  Pont  is  selling  at  a  price 


where  the  dividend  ($2.75  a  year)  can 
cover  the  aftertax  interest  costs. 

"I  think  in  terms  of  the  future  they 
have  as  many  options  open  to  them  as 
they  could  ask  for,"  says  Felix  Roha- 
tyn  of  Lazard  Freres  &  Co.,  who  repre- 
sented Seagram  in  the  Conoco  take- 
over attempt.  "Seagram  is  much  bet- 
ter off  owning  20%  of  Du  Pont  than 
51%  of  Conoco,"  he  says.  After  all, 
Conoco,  like  Texas  Pacific,  would 
have  to  look  to  Seagram  for  huge  cap- 
ital requirements,  which  can  be  better 
handled  by  Du  Pont. 

But  even  Bronfman  will  not  claim 
that  Du  Pont/Conoco  was  his  most 
satisfying  deal  to  date.  "Du  Pont  pales 
by  comparison,"  he  says,  to  a  coup  he 
pulled  off  as  a  young  golf  caddy  in 
Montreal  who  could  write  his  own 
ticket  because  he  could  speak  En- 
glish. He  earned  $1  a  golf  bag,  refused 
women  golfers  (they  don't  tip)  and 
afternoon  work.  Then  he  headed  off  to 
tell  his  somewhat  protective  mother 
he  was  about  to  become  a  caddy.  "Ab- 
solutely no  afternoons,"  she  com- 
manded, telling  him  she  would  match 
his  morning  salary. 

"I  was  sitting  in  the  catbird  seat," 
he  says  with  a  smile.  ■ 


Howard  Curler  is  betting  $140  million  that 
he  can  boost  profitability  at  an  old-line 
Minneapolis-based  packaging  company. 


Wake-up  time 
at  Bemis 


By  Pamela  Sherrid 


Investors  expect  a  lot  from  some 
companies,  from  others  not  much 
at  all.  Each  year  Bemis  Co.,  an  old- 
line  packaging  manufacturer,  fell  with 
a  thud  into  the  latter  category. 

Bemis,  which  got  its  start  making 
cotton  flour  sacks  over  100  years  ago, 
had  low  everything:  low  growth,  low 
margins,  low  return  on  equity.  In  the 
"arly  Seventies,  fudson  Bemis,  grand- 
son of  the  founder,  let  the  company 
meander  in  a  multitude  of  nowhere 
diversifications.  To  some,  in  fact,  the 


most  compelling  Bemis  product  was  a 
modestly  increasing  dividend.  That 
kept  the  Bemis  family  happy,  and 
they  own  about  30%  of  the  company's 
stock.  "I  used  to  check  that  Bemis 
was  still  in  business  every  six 
months,"  recalls  one  Minneapolis 
money  manager. 

Today,  quietly,  Bemis  is  changing — 
although  the  results  aren't  yet  appar- 
ent in  earnings  reports.  Last  year  it 
eked  out  a  bare  $18  million  in  profits 
on  sales  of  $719  million.  Aftertax  re- 
turn on  equity:  10.3%.  The  recession 
is    clobbering    1982,    but  Howard 
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How  we  paid  for  a  'first-class'  flight. 


-The  New  York  Times 


The  New  York  Times  never 
knows  where  its  foreign 
correspondents  may  end  up.  So 
The  New  York  Times  gives 
them  Citicorp®  Travelers  Checks 
to  take  along  to  use  at  hotels, 
restaurants  and  for  other  ex- 
penses. Which  may  sometimes 
be  quite  unusual. 

But  you  don't  have  to  work  for 
The  New  York  Times  to  find 
that  Citicorp  Travelers  Checks 

•  1982  CITICORP 


Because  you  never  know 
where  you  might  end  up. 


are  accepted  everywhere  you 
go,  even  in  remote,  out  of  the  way 
places.  And  that  they  are  re- 
fundable in  thousands  of  locations 
around  the  world. 

So  whether  you're  just  going 
away  for  a  leisurely  vacation 
in  the  country,  or  to  the  charm  of 
a  little-traveled  European  coun- 
tryside, carry  Citicorp  Travelers 
Checks.  And  be  prepared  u»r 
anything. 


"What  do  you  do  with  a  superintendent  wl 
thinks  every  sausage  is  a  Rembrandt?" 


Wallace  L.  Tunnell,  President 

Armour  Food  Company 


Take  a  tour  through  Armour's  sausage  plant  in  Mason 
City,  Iowa,  and  chances  are  you'll  meet  Dick  Choate.  head  of 
dry  sausage  operations.  He'll  pull  out  his  knife,  lop  off  a  slice 
of  salami  or  peperoni,  and  then  treat  you  to  a  rapturous  lecture 
on  why  its  the  finest  tasting  sausage  in  the  world. 

'Look  at  the  dispersion  of  peppercorns  and  spices. . .  look 
at  that  color  and  texture ...  did  you  ever  see  a  better  sausage7'1 


You  don't  have  to  answer  Dick  Choate  will  do  it  for  you. 
"A  Rembrandt!''  he  concludes 

What  do  you  do  with  a  Dick  Choate7  You  hold  on  to 
Because  along  with  hundreds  of  other  Armour  employee 
gives  his  best  every  day.  It's  called  pride,  and  it  shows  uj 
the  product.  That's  why  the  Armour  line  of  meat  product: 
stands  for  excellence  with  consumers  across  the  countr 


Pride.  It's  a  quality  that  distinguishes  all  the  companies 
er  the  Greyhound  banner.  We  feel  lucky  to  have  more  than 
share  of  talented,  dedicated  people. .  driving  our  buses  and 
ding  them;  blending  our  soaps;  formulating  complex 
mg  deals. . .  and  making  sausages. 
Actually.  Dick  Choate  doesn't  think  every  sausage  is  a 
ibrandt.  There  are  some  he  claims  are  "Michelangelos!" 


The  Greyhound  Corporation 

A  company  for  the  Eighties. 


Curler  and  Asp  I  in  of  Bemis 

Selling  off  the  last  remnants  of  the  gunnysack  days. 


Curler,  the  first  nonfamily  man  to  take 
firm  control  of  Bemis,  is  undaunted. 

A  rotund,  down-to-earth  chemical 
engineer  who  sold  his  company  to 
Bemis  in  1965,  Curler  became  chief 
executive  in  1978,  when  Judson  Bemis 
retired  as  head  of  the  executive  com- 
mittee. Curler  boasts  that  he  "never 
got  close  to  a  business  school."  None- 
theless, he  has  taken  a  textbook  ap- 
proach to  revitalizing  Bemis.  "We 
went  through  every  piece  of  the  com- 
pany," he  explains,  culling  out  losers 
and  cash  traps.  The  biggest  chunk  to  go 
was  Brown  Printing,  purchased  by  the 
German  giant  Gruner  &  Jahr  in  1979. 
The  next  year  Bemis  sold  the  final 
portion  of  its  textile  operation,  a  rem- 
nant of  its  gunnysack  days.  Total  as- 
sets disposed  of  since  1978:  over  $100 
million. 

Curler  and  Edward  Asplin,  chief  ad- 
ministrative officer,  then  used  some 
of  that  cash  to  buy  in  almost  a  quarter 
of  Bemis'  shares.  What  was  left  of  the 
company?  Much  of  its  revenues  come 
from  a  paper-bag  manufacturing  oper- 
ation that  has  mediocre  margins  and 
is  impossible  to  sell.  That's  why 
Curler's  strategy  is  to  move  into  high- 
er-growth, higher-margin  products.  In 
1980  Bemis  launched  a  $140  million 
capital  expenditure  program.  "Let  me 
put  that  in  perspective,"  says  Asplin, 
leaning  forward  in  his  chair.  "Total 
assets  of  the  company  are  $300  mil- 
lion. Total  equity  is  $180  million." 


Not  surprisingly,  Bemis'  biggest  bet 
is  on  Curwood,  Curler's  old  company. 
It  specializes  in  packaging  for  cheese, 
processed  meats  and  other  perishable 
foods.  Curler  is  spending  heavily  on 
biaxially  oriented  polypropylene,  a 
specialty  film  that  is  transparent  and 
is  an  excellent  moisture  barrier.  Poly- 
propylene is  rapidly  replacing  cello- 
phane and  is  moving  in  on  other  wrap- 
pings as  well. 

Startup  costs  at  Bemis'  new  plants, 
however,  are  running  $1  million  a 
month.  "If  you're  making  bad  stuff,  it's 
like  a  big  hole  in  the  vault  at  the  bank, " 
Curler  admits.  Last  year  a  handsome 
investment  tax  credit  helped  offset 
these  costs,  but  in  1982  they're  mov- 
ing straight  to  the  bottom  line. 

There  are  also  substantial  longer- 
term  risks.  Today,  Curwood  is  mainly 
a  converter  of  film,  so  becoming  a 
pioducer  is  integrating  backward. 
Curwood  can  use  much  of  its  own 
new  production,  but  it  also  will  have 
to  sell  raw  film  to  its  competitors  in 
the  converting  business.  That  may 
not  come  easily  considering  the  stiff 
competition  from  Mobil  and  Hercu- 
les. In  fact,  so  many  new  polypropy- 
lene plants  have  come  on  line  in  this 
recession  that  there  is  now  an  over- 
supply  of  film. 

Bemis,  of  course,  is  hoping  that  over- 
capacity will  evaporate  in  a  year  or  two. 
As  an  added  hedge,  Curwood's  plant 
can  switch  to  other  films  if  necessary. 


In  the  past,  the  company  has  been  i 
innovative  at  filling  small  niches  in 
the  food-packaging  market,  for  in- 
stance by  developing  an  institutional- 
size  vacuum  pack  for  coffee  that  ex- 
tends shelf  life. 

Curler  and  Asplin  want  their  new 
investments  to  pull  Bemis  up  to  the 
industry  averages  of  4.5%  aftertax  re- 
turn on  sales  and  15%  return  on  equi- 
ty. Investors,  meanwhile,  may  discov- 
er that  mediocrity  has  its  own  re- 
wards. Because  Bemis'  sales  are  so  big 
and  its  profitability  so  low,  even  a 
modest  improvement  in  margins 
could  mean  a  big  percentage  jump  in 
earnings.  That's  bottom-line  leverage. 
For  instance,  Richard  Pyle,  an  analyst 
with  Piper  Jaffray  &  Hopwood,  esti- 
mates optimistically  that  Bemis' 
earnings  per  share  could  explode  from 
$3.50  in  1981  to  $9  in  1985.  Pyle's 
numbers  assume  just  an  8.5%  annual 
increase  in  sales  and  a  1.3%  increase 
in  pretax  margins. 

All  this  has  not  been  lost  on  Curler, 
who  owns  3%  of  the  company  in 
stock  and  options.  It's  also  piquing 
the  interest  of  local  institutional  in- 
vestors, such  as  IDS,  which  are  fol- 
lowing Bemis  more  closely  now  than 
in  the  past.  Still,  Curler's  own  finan- 
cial security  doesn't  rest  entirely  with 
Wall  Street.  Before  accepting  the  top 
job  at  Bemis,  he  made  the  board  of 
directors  give  him  a  $1.5  million  bo- 
nus payable  over  five  years. 

Finally,  don't  think  that  Bemis  has 
completely  shed  the  close-knit  ways 
of  a  family  company.  "We  don't  have 
to  worry  about  those  who  might  buy 
stock,  we  have  to  worry  about  those 
who  already  have  it,"  Asplin  says. 
Curler  emphatically  agrees.  "If  the  di- 
rectors aren't  happy,  they'll  throw  us 
out  on  our  heads,"  he  says.  The  two 
recently  flew  to  Seattle  for  a  meeting 
with  the  West  Coast  branch  of  the 
Bemis  family — 4  grandchildren  of  the 
founder  and  1 1  great-grandchildren. 
Last  fall  they  met  with  the  Boston 
Bemises.  The  family  message,  espe- 
cially from  the  older  generation,  is 
clear:  Make  sure  the  big  investment 
program  doesn't  cause  dividend  cuts. 
"If  it  were  up  to  Howard  and  myself, 
we'd  pay  no  dividend  at  all,"  says  As- 
plin. "But  we  told  them  not  to  worry." 

A  Bemis,  in  fact,  may  one  day  again 
run  the  company — if  sons-in-law 
count.  John  Roe,  who  is  married  to 
Judson  Bemis'  eldest  daughter,  be- 
came Bemis'  sole  executive  vice  presi- 
dent last  month.  Curler,  meanwhile, 
hasn't  worked  at  Bemis  all  these  years 
without  taking  a  leaf  from  the  fam- 
ily's book.  His  dynasty  is  in  place  at 
Curwood,  where  older  brother  Marvin 
and  son  Jeffrey  are  top  managers.  ■ 
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RIDING  THE  NEW  WAVE  OF  TECHNOLOGY  IN  THE  1980s 


By  Harvey  L.  Poppel, 

Booz'Allen  &  Hamilton  Inc. 

Harvey  L.  Poppel  is  a  senior  vice  pres- 
ident and  the  director  of  Booz'Allen 
&  Hamilton's  information  industry 
practice. 

Personal  computers.  Videodiscs. 
Robotics.  "Smart"  telephones.  Elec- 
tronic mail.  It's  the  argot  of  a  new 
industry  whose  technology,  products, 
and  services  are  changing  faster  than 
most  observers  can  comprehend.  It's 
the  information  industry,  of  course— or 
I2  for  short. 

The  information  industry  encom- 
passes all  businesses  that  produce 
information,  offer  it  as  a  service,  or  pro- 
vide means  of  handling  it.  The  industry 
includes  such  long-standing  and  seem- 
ingly dissimilar  businesses  as  publish- 
ing, entertainment,  office  equipment 
manufacturing,  and  telephone  ser- 
vices. The  glue  that  binds  these  and 
other  disparate  businesses  together  to 
form  a  new  I2  agglomerate  is  "embed- 
ded processing." 

Embedded  processing  is  the  new 
way  in  which  information  technology  is 
being  packaged  and  provided  to  the 
marketplace.  As  the  most  recent  wave 
of  technology,  it  will  give  most  people 
—whether  at  home,  in  their  offices, 
or  on  the  move— access  to  computer 
power  and  electronically  stored 
information. 

As  this  new  wave  gains  momentum, 
the  information  industry  will  undergo 
considerable  change.  The  survival  of 
industry  participants  will  depend  on 
how  well  the  output  of  the  industry,  the 
markets  for  that  output,  the  suppliers 
and  the  evolution  of  the  industry  are 
understood  and  exploited. 

S2  OUTPUT 

The  output  of  the  information  industry 
can  be  viewed  in  two  ways.  The  first  is 
in  terms  of  content  versus  facility.  Out- 
put can  be  information  itself—  such  as 
books,  news,  data  banks,  and  televi- 
sion programs— or  the  devices,  equip- 
ment, or  facilities  for  handling  or  proc- 
essing the  information— for  example, 


computers,  telephone  circuits,  and 
copy  machines.  But  it's  not  just  "either/ 
or."  Some  output  combines  information 
and  means  of  delivery,  as  with  turnkey 
computer  systems  and  value-added 
networks.  Aggressive  suppliers  who 
have  traditionally  focused  solely  on 
information  content  or  on  information 
facilities  have  perceived  the  potential 
synergy  of  collaborating  with  others  to 
wed  the  message  to  the  medium. 
Some  of  these  new  marriages  are 
between  publishers  and  communica- 
tions network  operators,  educators  and 
personal  computer  manufacturers, 
video-game  creators  and  cable  televi- 
sion operators,  and  retailers  and  busi- 
ness software  producers. 

The  second  way  of  viewing  I2  output 
is  as  products  or  services.  Typical 
products  are  typewriters  and  books; 
typical  information  services  are  telex 
and  broadcasting.  But  as  with  the  con- 
tent/faciiity  classification  scheme,  this 
product/service  approach  to  classify- 
ing output  is  a  continuum.  Conse- 
quently, somewhere  between  products 
at  one  end  and  services  at  the  other  is 
output  that  combines  the  two.  Tradi- 
tional "packages"  are  television  sets 
and  broadcasting,  and  telex  machines 
and  telex.  Embedded  processing 
examples  include  brokerage  quota- 
tions, automated  bank  tellers,  and 
security  surveillance  systems.  In  each 
case,  the  product  depends  on  the  ser- 
vice for  its  value. 

I2  MARKETS 

Intrigued  by  the  new  technologies  and 
their  creative  applications,  two  enor- 
mous markets— home  and  business- 
are  clamoring  for  attention.  These  two 
Goliaths  have  made  I2  a  vigorously 
growing,  $500-billion-plus  segment  of 
the  world's  economy. 

The  home  is  already  a  huge  I2 
market.  The  average  U.S.  household 
spends  nearly  $1 ,000  a  year  for  tele- 
phone, broadcast  and  music  systems, 
printed  publications,  and  other  I2  prod- 
ucts and  services.  Another  $700  per 
household  is  handled  by  I2  from  the 
consumer-directed  advertising  of  other 


businesses. 

Electronic  home  information  sys- 
tems (HIS)  are  the  most  exciting  ne* 
product— service  packages  for  the 
home.  New  forms  of  HIS  will  enable 
users  to  shop  more  conveniently, 
invest  more  knowledgeably,  and  obt 
news  more  rapidly. 

By  the  1990s,  I2  could  realize  ann 
revenues  of  up  to  $25  billion  from  Hi 
But  if  HIS  simply  siphon  their  revem 
from  traditional  I2  output  such  as  ne\i 
papers,  the  industry  as  a  whole  will  i 
grow.  Consequently,  the  best  bet  for 
HIS  suppliers  is  to  develop  a  strateg 
for  integrating  home  information  sys 
terns  in  the  value-added  structures  c 
other  industries,  such  as  banking, 
retailing,  education,  and  travel.  This 
would  allow  I2  to  accrue  incremental 
revenue. 

Business  is  another  gigantic  I2  m< 
ket.  In  fact,  it  is  really  two  markets- 
business  operations  and  knowledge 
work. 

Business  operations— that  series 
value-added  activities  from  develop 
ment  and  procurement  through  pro- 
duction to  marketing  and  distributior 
are  being  revolutionized  by  embedd 
processing  systems.  HIS  are  alread 
changing  traditional  approaches  to 
marketing  and  physical  distribution. 
And,  in  the  production  stage,  electro 
point-of-sales  systems  have  beconrn 
familiar  tools  in  retailing;  computeriz 
energy  management  systems,  in  uti 
ties;  and  computer-assisted  diagnos 
in  the  health  care  field— to  name  bul 
three.  Information  products  and  ser- 
vices used  in  business  operations 
of  developed  countries  are  already 
generating  $350  billion  in  revenues 
annually. 

But  that  may  be  just  the  first  rippk 
the  new  embedded-processing  wav 
Information  technology  has  maturec 
beyond  simple  recordkeeping  applic 
tions  into  a  potent  strategic  weapon 
achieving  competitive  superiority.  Aj 
result,  top  executives,  eager  to  seiz( 
that  advantage,  are  beginning  to  rid< 
the  wave  in,  making  investments  in  1 
technology  that  will  differentiate  thei 
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QANTEL  HAS  A  SOFTWARE 
PACKAGE  FOR  YOU. 


Your  company  has  a  unique  set  of  problems. 
And  you  require  a  unique  set  of  solutions.  So 
QANTEL®  offers  software  packages  designed  for 
specific  types  of  businesses. 

There's  a  package  for  electrical  wholesalers. 
Manufacturers.  Hotels.  Paper  distributors.  Shoe 
stores.  Food  brokers.  Retailers.  Even  profes- 
sional sports  teams,  to  name  a  few.  Fact  is,  hun- 
dreds of  firms  have  already  discovered  these 
packages  are  the  key  to  well-managed  growth 
and  profits.  And  we're  adding 
new  packages  all  the  time. 

Point  is,  no  matter  which  busi- 
ness you're  in,  our  systems  will 
solve  your  problems.  Without 
extensive  modifications.  And 
for  a  lot  less  money  than  it 
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QANTEL 
BUSINESS 
COMPUTERS 


a  Mohawk  Data  Sciences  Company 


would  cost  you  to  develop  similar  software  from 
scratch. 

Equally  important,  you  won't  outgrow  your 
QANTEL  system  a  few  months  after  you  install  it. 
The  hardware  and  software  are  modular,  to 
expand  as  your  needs  expand.  And  every  soft- 
ware application  you  acquire  in  the  future  will 
be  fully  compatible  with  your  initial  program- 
ming. 

To  learn  more  about  the  software  package 
with  your  name  on  it,  return  the  coupon  or  call 
your  local  QANTEL  Distributor. 
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Send  me  more  information  about  your  soft- 
ware package  for_ 


(Type  of  business) 


Name  

Company. 
Address  


City. 
Zip- 


_Stale. 
.Phone. 


Send  to: 

QANTEL  4142  Point  Eden  Way.  Box  3517.  Hayward.  California  94545 
TWX  910-383-0249  Toll  Free:  (800)  227-1894  In  California  call  (415)  887-7777 


"At  Signal,  successful  management  means 
gathering  accurate  information  and  putting  it 
to  imaginative,  profitable  use'.' 

Forrest  N.  Shumway  / 
Chairman  and  Chief  Executive  Officer 
The  Signal  Companies,  Inc. 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


Here  are  just  some  of  the 
many  ways  that  Dun  & 
Bradstreet  helps  The  Signal 
Companies,  a  multi-industry 
enterprise  with  strong,  strategic 
positions  in  transportation, 
aerospace,  communications 
and  energy  services. 

Dun  &  Bradstreet  Credit 
Services  give  the  Garrett  Cor- 
poration, a  Signal  subsidiary, 
instant  access  to  credit  and 
financial  information  on 
more  than  4.9  million  U.S. 
businesses. 

Another  Signal  company, 
Mack  Trucks,  pinpoints  pros- 
pects with  D&B's  Trine  Truck 
Fleet  Marketing  Service,  infor- 
mation on  all  commercial  fleet 
users  of  heavy  and  extra  duty 
trucks. 

Technical  Publishing  helps 
Signal  target  advertising  to  its 
best  prospects  through  several 
of  Technical's  20  business  and 


professional  publications.  UOP, 
a  Signal  division  specializing  in 
energy  and  environmental 
technology  and  engineered 
products,  reaches  90,000  plant 
engineers  through  Plant  Engi- 
neering. Garrett  reaches  53,000 
power  engineers  through 
Power  Engineering  and  42,000 
electric  utility  managers  via 
Electric  Light  &  Power.  Mack 
Trucks  talks  to  33,000  fire-fight- 
ing professionals  in  the  pages 
of  Fire  Engineering. 

Official  Airline  Guides  com- 
piles and  maintains  the  most 
complete  computerized  data 
bank  of  airline  schedule  and 
fare  information  in  the  world. 
Signal  taps  OAG  publications 
to  arrange  efficient  schedules 
when  any  of  its  50,000  employ- 
ees travels  by  plane. 

D&B  International  provides 
business  information  and  mar- 
keting services  in  27  countries 


and  reports  on  companies 
around  the  world.  Mack 
Trucks,  with  104  international 
distributor  locations  in  80  coun- 
tries, finds  D&B's  Exporters' 
Encyclopedia  of  particular 
value.  It  contains  information 
on  more  than  220  markets 
world-wide. 

The  Fantus  Company, 
another  of  the  D&B  companies, 
has  served  both  UOP  and 
Mack  Trucks  with  location 
studies  which  help  pinpoint  the 
best,  most  profitable  plant 
locations. 

These  are  just  some  of  the 
ways  the  companies  of  The 
Dun  &  Bradstreet  Corporation 
help  The  Signal  Companies. 

If  you  would  like  more 
information  about  Dun  & 
Bradstreet's  capabilities  for 
service  to  business,  write  us  at 
299  Park  Avenue,  New  York, 
N.Y.  10171. 


The  Dun  &  Bradstreet 
Corporation 


Business  Information  Services:  Dun  &  Bradstreet  Credit  Services;  Dun  &  Bradstreet  International;  National  CSS;  Dun  &  Bradstreet 
Plan  Services;  Dun  &  Bradstreet  Commercial  Collection  Services;  Zytron;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley; 
Moody's  Investors  Service;  Official  Airline  Guides;  Technical  Publishing;  Funk  &  Wagnalls;  Dun  &  Bradstreet  Business  Education 
Services;  Marketing  Services:  Donnelley  Marketing;  Donnelley  Marketing  Information  Services;  Dun's  Marketing  Services; 
Broadcasting:  Corinthian  Television  Stations;  TVS  Television  Network;  Peters,  Griffin,  Woodward. 


products,  boost  their  production  pro- 
ductivity, and  position  them  strongly  in 
existing  and  new  markets. 

Knowledge  work,  which  involves  the 
roughly  25  million  U.S.  managers  and 
other  professionals  who  direct  busi- 
nesses or  provide  supporting  analytical 
and  marketing  skills,  generates  $30  bil- 
lion in  revenues  annually  for  the  U.S. 
information  industry.  However,  the 
results  of  a  recent  Booz-Allen  study* 
indicate  most  businesses  could  justify 
tripling  their  I2  outlays  for  knowledge 
work,  investing  in  automated  office 
applications  such  as  document  proc- 
essing, electronic  mail,  and  information 
retrieval.  Extrapolating  these  results 
produces  a  worldwide  annual  incre- 
mental revenue  potential  of  well  over 
$100  billion. 

To  what  extent  I2  realizes  that  poten- 
tial depends  on  how  quickly  resistance 
to  automated  office  systems  can  be 
overcome— and  there  is  some  recent 
evidence  it  is  waning— and  how  credi- 
ble are  the  claims  of  improved  user 
productivity.  The  Booz'Allen  study* 
found  that  the  use  of  currently  avail- 
able information  technology  could 
boost  knowledge-worker  productivity 
by  15  percent,  equivalent  to  an  incre- 
mental annual  ROI  of  roughly  50  per- 
cent! But  when  that  level  can  be 
reached  in  various  segments  of  busi- 
ness and  industry  remains  to  be  seen. 

Although  each  of  these  markets 
poses  a  different  challenge  to  I2  sup- 
pliers, information-output  producers 
can  gain  competitive  leverage  from  the 
fact  the  three  markets  overlap.  First, 
suppliers  can  assemble  the  same 
technology  building  blocks  in  different 
ways  to  serve  the  various  markets. 
Second,  many  of  the  physical  and 
electronic  distribution  channels— retail 
stores  and  value-added  networks,  for 
example— can  be  used  to  reach  sev- 
eral different  markets.  Third,  electronic 
channels  can  transport  billions  of 
transactions  daily  among  and  within 
the  several  markets.  And  in  the  case  of 
those  products  that  appeal  to  more 
than  one  market— videotex,  electronic 
mail,  and  financial  and  travel  data 

"Multi-Client  Study  of  Managerial/ Professional 
Productivity,  Booz-Allen  &  Hamilton  Inc.,  1981. 


bases,  for  example— the  initial  invest- 
ments for  software  and  data  base  can 
be  amortized  over  several  markets. 

Furthermore,  the  relationships 
among  the  markets  have  a  synergistic 
effect.  On  the  demand  side,  knowledge 
and  business-operations  workers  are 
themselves  home  consumers;  indeed, 
knowledge  workers  have  been  the  pio- 
neers in  home  use  of  I2  output.  Con- 
comitantly, suppliers  gain  a  competitive 
edge  by  having  access  to  and  partici- 
pating in  multiple  markets. 

I2-THE  SUPPLY  SIDE 

Who  holds— and  will  hold— the  lion's 
share  of  these  markets? 

Because  of  its  size  and  diversity  of 
customers,  applications,  and  physical 
locations,  the  industry  is  not  highly 
concentrated.  The  top  10  private-sector 
competitors*  account  for  only  25  per- 
cent of  the  world  market,  and  the  bal- 
ance of  the  top  100,  for  only  another 
quarter.**  Nevertheless,  the  top  100 
comprise  a  somewhat  exclusive  club; 
annual  I2  revenues  of  $560  million  are 
the  current  "entry  fee." 

The  industry,  exemplified  by  the  top 
100  firms,  grew  at  a  rate  of  15  percent 
in  1980,  or  about  five  points  above  the 
economic  growth  of  the  developed 
countries  it  serves.  Not  surprisingly,  the 
growth  of  the  18  Japanese  firms  in  the 
top  100  was  22  percent  versus  less 
than  14  percent  for  the  59  North  Ameri- 
can and  23  European  firms.  The  Japa- 
nese companies'  combined  revenues 
of  $44  billion  now  exceed  those  of  the 
European  group. 

In  terms  of  individual  performance, 
Wang,  Casio,  Hewlett-Packard,  Mat- 
sushita, and  DEC  led  the  pack,  with 
35  percent  or  greater  annual  growth  in 
revenue.  However,  companies  special- 
izing in  computer  services,  photogra- 
phy, or  telecommunications  equipment 
grew  50  percent  faster  on  average 
than  others  in  the  top  100.  At  the  slow- 
growth  end  of  the  spectrum,  six  U.S. 
and  six  European  companies  grew  at  a 
rate  of  7  percent  or  less. 

'Based  on  I2  revenues,  they  are  AT&T,  IBM, 
GTE.  ITT,  Eastman  Kodak,  Philips,  Matsushita 
Electric,  Xerox,  RCA,  and  Bell  Canada. 
**A  copy  of  Booz-Allen's  Top  100  Information 
Industry  Firms  is  available  upon  request. 


More  than  100  other  firms  have 
reported  I2  annual  revenues  in  exce 
of  $100  million.  Some  of  these  sup- 
pliers are  growing  faster  than  any  ofi 
the  top  100;  more  than  a  dozen  of  thi 
"second-100"  group  reported  a  50-pej 
cent  growth  rate  in  their  most  recent 
reported  year.  These  "comers"  offer 
such  diversified  I2  output  as  video- 
games (Bally),  CAD/CAM  (Compute 
vision),  office  equipment  (CPT),  and 
small  computers  (Apple). 

These  "comers"  and  other  world- 
scale competitors  fall  into  one  of  six 
categories,  based  on  size,  rate  of 
growth,  extent  of  concentration  in  th< 
information  industry  (i.e.,  I2  revenues 
as  a  percent  of  total  revenues),  and 
sociocultural  heritage. 

•  Largest  companies,  focused  c 
the  information  industry.  This 
group  includes  the  top  12  North 
American-based  companies 
whose  I2  revenues  exceed  $3  bil 
lion  each  and  comprise  at  least  £ 
percent  of  their  total  revenues.  L 
by  AT&Tand  IBM,  each  of  these 
businesses  is  heavily  integrated 
vertically,  although  some  (e.g., 
DEC,  Kodak)  are  not  relatively 
broad  in  their  product  lines. 

Despite  their  size  and  pres 
tige,  many  of  these  firms  have 
fallen  out  of  favor  with  investors, 
their  declining  market/book  valu 
ratios  over  the  last  several  years 
demonstrate.  Nevertheless,  nea 
all  are  expanding  the  markets  thi 
serve,  trying  to  achieve  a  better 
content/facility  mix  and  improvei 
balance  between  their  product  a 
service  revenues. 

•  Large  companies,  less  focuse 
on  the  information  industry.  Tr 
group  includes  some  15  multibil- 
lion-dollar  multinationals  in  whicf 
accounts  for  15-60  percent  of  to 
corporate  revenues.  In  this  grouf 
are  such  giants  as  GE,  ITT,  Philir. 
Siemens,  RCA,  and  3M  as  well  a 
several  slightly  smaller  but  highly 
resourceful  companies  like  Thon 
EMI,  Motorola,  Texas  Instrument 
and  TRW. 

Some  of  these  diversified 
companies  regard  their  I2  holding 


THE  LANIER  EZ-r  TRIAL  OFFER 


Your  chance  to  give  the  EZ-1 
a  workout  on  your  own  work. 


A  TRIAL  OFFER* 
WITH  EVERYTHING. 

To  make  sure  you  get  a 
good  idea  of  all  the  EZ-1 
can  do,  we'll  supply 
everything  you  need. 
We'll  set  up  the  equip- 
ment. We'll  personally 
tram  any  one  person  you 
choose.  And  we'll  let 
you  try  the  software  you 
think  is  best  for  you. 

EZ-1  LIVES  UP  TO 
ITS  NAME. 

Tb  help  you  get  office 
work  done  faster  and 
more  efficiently,  we  de- 
signed the  EZ-1  to  be 
easy  in  all  aspects.  Easy 
to  learn.  Easy  to  oper- 
ate. Easy  to  afford.  Easy 
to  expand  with  new 
capabilities. 

WHY  WE  CALL  EZ-1 
A  WORK  PROCESSOR. 

Our  EZ-1  work  proces- 
sor is  more  than  a  dis- 
play word  processor.  It 
types  letters,  files  doc- 
uments, keeps  accurate 
records,  stores  35  to  800 
pages  (depending  on 
the  model)  and  prints 

*Tnal  charges  may  be  partially 
applied  to  your  EZ-1  work  pro- 
cessor purchase. 


letter-perfect  pages 
m  less  than  30  seconds. 
In  addition,  we  have  op- 
tional software  that  can 
do  all  sorts  of  things. 
Like  check  your  work 
for  spelling  errors. 

Or  let  you  write  your 
own  programs  in  Lanier 
Business  BASIC.™ 

AFTER  THE  WORKOUT. 

After  a  few  weeks  with 
the  EZ-1,  you'll  know 
how  easy  it  makes  all 
your  office  work.  You'll 
see  how  responsive  we 
are  in  framing,  service 
and  support.  And  with  a 
price  that  starts  at  only 
$5995,  you'll  see  that  the 
EZ-1  outperforms  word 
processors  that  cost 
considerably  more. 

See  for  yourself. 
Give  the  EZ-1  a  workout 
in  your  office. 

Send  us  this  coupon 
to  set  up  an  immediate 
appointment.  Or  call 
(800)  241-1706.  Except 
in  Alaska  and  Hawaii. 
In  Georgia,  call  collect 
(404)  321-1244. 

"Prices  start  at  $5995.  System 
includes  single  disc  drive  and 
letter-quality  printer.  Software 
not  included. 


The  best  place  to  test  our  EZ-1 
word  processor  is  in  your  own 
office.  With  your  own  people. 
On  your  toughest  work. 

And  now,  that's  exactly  what 
you  can  do.  You'll  see  why, 
starting  at  only  $5995,**  it's  the 
best  value  around. 


©  1982  Lanier  Business  Products,  Inc. 
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Lanier  Business  Products,  Inc. 

1700  Chanhlly  Drive  N.E.,  Atlanta 

GA  30324 
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Zip 

Makers  of  the  EZ-1™  Work  Processor, 
No  Problem®  Typewriter.  No  Problem  Shared  System!"  and  TypeMaster." 
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Use  Your  Time-Sharing  Terminal,  m 
Word  Processor  Or  Personal  Computer  To  Connect 
To  The  World's  Best  Business  Information  Resource 


Wang  VS  Computer. 


You  know  what  happens  when  your  processing  needs  grow  faster  than 
your  mainframe  capabilities:  You  suddenly  begin  to  lose  control. 

But  with  the  Wang  VS  (Virtual  Storage)  computer,  that  won't  happen. 
The  VS  is     Jt    the  perfect  match  for  your  IBM  mainframe.  It's  pro- 
grammed in  the  same  language.  It's  interactive,  so 
you  can  easily  distribute  information  to  people 
who  need  it  most.  It  can  off-load  dedicated  trans- 
action-driven programs. 

And  it  can  grow  as  fast  as  your  company. 
From  1  to  128  workstations  depending  upon  appli- 
cation. 256K  to  8  megabytes  of  memory.  And  30 
megabytes  to  4.6  gigabytes  disk  storage. 
A  programmer  s  dream. 
The  Wang  VS  is  one  of  the  best  programming  tools  you  can  buy.  Several 
programmers  work  interactively  with  the  computer  from  their  own  terminals  in  in- 
struction sets  and  languages  that  aren't  foreign  to  them  n^d^S^^^^.^p!i"1 
(like  Cobol,  RPG II,  Basic,  and  others).  So  development 
time  is  virtually  cut  in  half. 

And  only  the  Wang  VS  computer  can  offer 
you  Wang  word  processing— #1  in  the  world.  Plus 
the  proven  Wang  Mailway™  electronic  mail  and 
message  system. 

As  you  can  see,  the  Wang  VS  lets  you  distri- 
bute the  power  of  the  computer  to  the  people 
who  need  it  most  without  taking  away  your  control. 
Because  it's  made  to  work  hand  in  hand  with  your 
mainframe. 


Ci" 1-800-225-0643 

(in  Massachusetts  call  1-617-459-5000. 
extension  5711).  Or  send  this  coupon  to: 
Wang  Laboratories,  Inc.,  Business  Executive 
Center.  One  Industrial  Ave.,  Lowell,  MA  01851 

Name  


Title. 


Company . 
Address  


City. 


State. 


Zip. 


L 


Telephone. 


A334_] 


WANG 


The  Office  Automation  Computer  Company 


981  Wang  Laboratories,  Inc. 
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as  their  strategic  "stars."  Others 
see  them  as  "problem  children." 
Some  are  only  now  perceiving  the 
interrelationships  among  their 
information  industry  interests  and 
hence  have  not  yet  developed  a 
cohesive,  corporate  I2  strategy. 
Until  they  do,  each  of  these  hold- 
ings could  be  squeezed  between 
those  competitors  who  are  more 
focused  on  the  information  industry 
and  can  leverage  their  multiple 
positions,  and  the  information-out- 
put specialists  (see  below)  who 
snap  at  the  most  lucrative  opportu- 
nities. 

•  Rapidly  growing  information- 
output  specialists.  These  include 
the  several  dozen  relatively  young 
high-flyers  (growth  rates  of  25  per- 
cent and  up)  with  comparatively 
narrow  I2  product  and  service  lines. 
Current  examples  include  Com- 
munications Industries,  Computer- 
vision.  Cox  Communications,  Cul- 
linane,  Gandalf,  MA/Com,  MCI, 
Mitel,  National  Data  Corporation, 
Tandem,  and  Tandon. 

The  limits  to  growth  for  com- 
panies in  this  category  are  set  by 
the  gross  market  potential  of  the 
specialty  and  theirdominance  in  the 
specialty.  Very  few  exceed  $500 
million  in  revenues  without  being 
forced  into  new  segments  they  do 
not— and  often  cannot— dominate. 
Companies  operating  in  very  nar- 
row market  niches  are  forced  into 
new  segments  at  much  lower  reve- 
nue levels.  Often  the  resulting  dis- 
locations lead  to  a  severe  erosion 
of  market/book  premiums. 

•  Leading  Japanese  companies. 
These  include  six  companies  that 
are  among  the  top  25  I2  competi- 
tors. Fujitsu  and  NEC  concentrate 
almost  entirely  on  I2,  while  Hitachi, 
Toshiba,  Matsushita,  and  Sony  are 
more  diversified. 

Although  these  companies 
are  becoming  more  important  in 
world  markets,  partly  because 
of  their  growing  technological 
prowess,  they  share  some  liabili- 
ties. One  is  the'intensifying  compe- 
tition they  face  from  each  other  and 


from  high-powered  Japanese  infor- 
mation-output specialists  such  as 
Sharp,  Canon,  Ricoh,  and  Victor. 
Handheld  computers,  videotape 
equipment  and  supplies,  electronic 
photography,  and  copiers  are  pro- 
ducts for  which  intra-Japanese 
competition  is  keenest.  In  addition, 
lack  of  control  of  physical  and  elec- 
tronic distribution  outside  Japan  is 
a  growing  liability  as  structural 
shifts  in  distribution  increasingly 
jeopardize  strategic  success. 

•  Very  large,  diversified,  newer 
entrants.  Joining  the  ranks  of 
the  multinationals  that  are  less 
focused  on  I2  are  a  number  of  new- 
er players— American  Express, 
Citicorp,  Exxon,  Schlumberger, 
Sears,  Signal,  United  Technolo- 
gies, and  Volkswagen— with  strong 
positions  in  other  industries  and 
often  with  "deep  pockets."  Although 
their  I2  holdings  account  for  10  per- 
cent or  less  of  their  corporate  port- 
folios to  date  and  their  long-term 
success  in  the  information  industry 
is  not  guaranteed,  many  other 
large,  resourceful  businesses  are 
enviously  and  self-confidently 
scrutinizing  the  I2  scene  for  rapid 
entry  possibilities. 

•  More  mature,  medium-sized 
companies  focused  on  the  infor- 
mation industry.  This  group 
includes  such  long-time  players 

as  Knight-Ridder,  Pitney  Bowes, 
Western  Union,  and  Olivetti,  as 
well  as  such  recently  "graduated" 
specialists  as  Nixdorf,  Savin, 
Casio,  and  Storage  Technology. 
Most  companies  in  this  category 
face  major  market  exit  or  entry 
decisions.  Others,  such  as  Dun  & 
Bradstreet,  Continental  Telephone, 
Warner  Communications,  Bell  & 
Howell,  and  Zenith,  however,  have 
forged  into  new  high-growth  areas. 
But  not  even  all  these  and  other 
hard-chargers  in  this  category  will 
succeed. 

I2  TRENDS  AND  ISSUES 

As  the  potential  I2  market— and  its 
attendant  revenues— swells,  the  com- 
petitive climate  heats  up. 


Overall,  competition  is  intensifyini 
perhaps  becoming  cutthroat  at  times 
Some  value-added  linkages  histori- 
cally sheltered  from  competition  by 
various  forms  of  vertical  integration 
are  especially  exposed.  Examples  ir 
elude  electronics  retailing,  software 
development,  and  mass  storage 
manufacturing. 

Also,  systems  integration  is  tighte 
ing.  That  is,  the  present  trend  toward 
packaging  content-facility  systems  is 
gaining  momentum,  and  the  comple> 
ity  of  the  integration  is  deepening  cor 
comitantly.  In  the  future,  software,  da 
base,  input/output,  processing,  stor- 
age, and  telecommunications  compc 
nents  will  be  assembled,  operated, 
and/or  marketed,  in  some  cases,  enc 
to  end.  Early  examples  include  Time 
Inc.'s  Home  Box  Office  (HBO),  Elec- 
tronic Data  Systems'  industry-focuse 
processing  services,  and  IBM's  Per- 
sonal Computer  line. 

Even  the  largest  competitors  in  I2 
are  leaning  toward  collaboration  with 
one  another  and  with  newer  member 
of  the  I2  club.  Recent  "understanding 
include  AT&T-CBS  (videotex),  Data- 
point-Tandy  (personal  computers), 
Xerox-DEC  (local  area  networking), 
and  Mitsubishi-IPL  (larger  computers 

Beyond  these  shifts,  every  alert  I2 
company  will  continue  to  grapple  witf 
four  critically  important  and  interrelat 
issues: 

•  Technology  management— gai 

ing  competitive  leverage  through 
product  and  process  differentiatk 

•  Market  management— selecting 
and  pursuing  market  segments 
and  distribution  channels 
effectively 

•  Productivity  management- 
becoming  or  remaining  the  low- 
cost  producer,  distributor,  and/or 
operator 

•  Strategic  management— settinc 
the  scope,  positioning,  and  thrus' 
of  the  entire  enterprise,  and  exe- 
cuting the  strategy 

Although  each  is  highly  important,  str 
tegic  management  is  the  hub. 

One  of  the  most  fundamental  strat 
gic  management  decisions  is  whethe 
to  grow  through  acquisitions  or  throuc 


The  Canon  NP-400F  delivers 
40  crisp,  letter-size  copies  a  minute. 
Making  it  the  fastest  desktop  copier 
in  its  class.  And  with  a  first  copy 
speed  of  just  5.5  seconds,  even  your 
first  copy  comes  out  fast! 


REDUCE 
ENLARGE 


Need  a  large  drawing  brought 
down  to  a  more  convenient  filing  size? 
Or  a  computer  printout  reduced 
to  letter  size?  The  Canon  NP-400F 
has  full  reduction  capabilities. 
Two  reduction  modes,  75%  and  64%, 
make  it  extremely  convenient. 


.  In  addition  to  general  office  use, 
it's  a  boon  to  architects,  law  firms, 
even  schools.  Now  you  can  enlarge 
map  sections,  detailed  drawings  or 
make  fine  print  more  readable. 
The  Canon  NP-400F  makes  it  as  simple 
as  copying  an  ordinary  original. 


Canon  makes  it  very  simple  for 
you  with  its  Document  Feeder. 
No  more  raising  the  cover  or  positioning 
the  original.  Just  slip  in  the  original  and 
the  Canon  NP-400F  does  the  rest. 
Speeds  up  the  work  flow. 


COLLATE 


Forget  about  tedious  hand  collating. 
The  NP-400F's  optional  15-bin  sorter 
collates  up  to  30  pages  per  bin  at  the  end 
of  the  copy  run.  Handles  any  size  paper. 
From  statement  up  to  ledger  size. 
A  real  efficiency  booster  for  high  volume 
performance. 


Canon 

>ER  COPIER 

I400F 


A  new  standard  of  performance. 
The  fastest  compact  system  copier. 

PLAIN  RAPER  COPIER 


Idj&xjxi  Frees 
Information. 


Again. 

We  first  freed  information  when 
we  invented  electronic  printing.  It 
let  you  put  digital  information  into  a 
form  people  could  use. 

Our  Xerox  9700  Electronic  Print- 
ing System  took  computer  information 
and,  instead  of  giving  you  unwieldy 
computer  printouts,  printed  up  perfect 
documents  in  an  easy-to-handle 
8V^"x  11" size.  At  120  pages  per  minute. 

But  now,  still  using  laser  tech- 
nology, we've  freed  information  even 
more 

By  adding  a 
computer  with  graph 
m  ics  capability,  or  the 


NOBODY'S  A  FAN 
OF  FANFOLDS. 


Xerox  1050  scanner,  our 
i  tkm  A  9700  can  even  print 
m  M  <'      schematics  and  line  draw- 
In  mr       ings  and  let  you  enter  in 
and  capture  graphics  so 
you  can  merge  them 
with  your  text. 

Which  means  you 
won't  have  to  keep 
going  back  to  the  lay- 
out department  or  outside  printing  sources 
to  turn  out  great  looking  price  lists,  manuals  or 
even  catalogs. 

If  your  output  needs  aren't  as  fast  as  120  pages 
per  minute,  you  can  save  yourself  some  money 
with  the  new  8700  Electronic  Printing  System. 
Among  its  other  features,  it  allows  you  to  create 
forms,  store  them  electronically,  and  then  print  out 
the  form  and  the  information  that  goes  on  it  all  at 
the  same  time-. 

All  in  all,  Xerox  Electronic  Printing  Systems 
can  free  information  better  than  ever  before. 


ELECTRONIC  PRINTING.  AT  LAST  OUTPUT  CAN  MATCH  INPUT. 

To  find  out  how  much  better,  write  to: 
Keith  Davidson,  Xerox  Printing  Systems  Division, 
880  Apollo  St.,  Pl-60,  El  Segundo,  California  90245 


NO  MORE  BACK  TO  THE  DRAWING  BOARD. 

He'll  help  you  get  your  information  where 
it  belongs. 

Into  the  hands  of  your  people. 


XEROX 


XEROX?  the  9700.  8700  and  1050  arc  trademarks  of  XEROX  CORPORATION. 
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jrnal  development.  But  beware!  I2 
qursitions  are  a  high-stakes,  perilous 
ne. 

Consider  the  stakes.  Major  I2  seg- 
_  snts  command  share  prices  (mea- 

»ed  in  terms  of  average  P/E  multi- 
s)  far  above  the  average  price  of 
blic  issues.  In  addition,  the  average 
quisition  premium  (the  amount  paid 
sr  the  trading  price  2  months  before 
;  acquisition  announcement)  has 
ceeded  the  average  for  acquired 
iP  500  companies  by  more  than  70 
rcent  over  the  past  5  years. 
Consider  the  peril.  The  high  P/E's 
liicate  investors  are  banking  on  a 
llish  performance.  Yet  I2  profit 
earns  are  subject  to  a  host  of  often 
foreseen  cross-currents.  Software 
iivelopment  delays,  sudden  changes 
Ihe  regulatory  and  economic  climate, 
d  unexpected  product  announce- 
3nts  by  industry  leaders  have  repeat- 
ly  shattered  once  optimistic  outlooks 
certain  industry  segments  and  for 
ecific  companies. 

Nonetheless,  I2  is  a  hotbed  of  acqui- 
ion  activity  because  acquisitions  can 
aet  one  or  more  of  seven  corporate 
'ategic  objectives: 

•  Synergy.  The  acquired  company 
gains  access  to  new  distribution 
channels,  production  capacity,  or 
technologies;  the  acquiror  obtains 
complementary  products  or 
markets. 

•  Internationalization.  Here  the 
goal  is  to  establish  a  position  in  a 
key  international  market  for  pur- 
poses of  entry,  synergy,  or  econo- 
mies of  scale. 

•  Leapfrogging.  A  "beachhead"  is 
established  in  an  emerging  high- 
growth  market  or  technology  to 
leapfrog  traditional  market-entry 
barriers. 

•  Hedging.  In  hedging,  the  object  is 
to  assemble  a  portfolio  of  minority 
investments  to  sell  later  at  a  profit, 
to  act  as  the  means  of  taking  con- 
trol if  components  of  the  portfolio 
prosper,  or  to  test  new  products  or 
concepts. 

•  Transfusion.  The  intent  is  to 
acquire  an  underskilled  company 
in  a  related  industry  and  inject 


needed  management  resources  to 
restore  the  acquired  company's 
luster  and  tap  its  potential.  Unfortu- 
nately, some  acquirors  underesti- 
mate the  work  and  skills  needed  to 
repair  the  internal  hemorrhaging 
and  cleanse  the  sullied  image  they 
inherited. 

•  Leveraging.  Acquiring  a  company 
with  underexploited  assets,  such 
as  knowledge  or  information 
bases,  is  a  very  common  acquisi- 
tion objective. 

•  Bargain  hunting.  Picking  up  a 
financial  bargain— i.e.,  an  under- 
valued corporate  portfolio— may 
be  the  most  difficult  objective  of  all 
to  realize.  The  key  is  identifying  a 
portfolio  of  businesses  whose 
depressed  price  camouflages  the 
potential  value  of  one  or  more  of 
the  businesses. 

Clearly,  there  are  extraordinary  oppor- 
tunities in  the  years  ahead  for  I2  com- 
panies that  play  the  acquisitions  game 
successfully.  Even  for  companies  that 
don't  succumb  to  acquisition  fever,  the 
information  industry  will  be  among  the 
most  exciting  and  golden  opportunities 
of  the  1980s  and  1990s. 

But  woe  to  those  businesses  that 
assume  extremist  positions.  Beware  to 
those  who  fail  to  redirect  their  strate- 
gies toward  newer,  potentially  more 
lucrative  arenas— e.g.,  broadcasters 
who  fail  to  broaden  their  services,  pub- 
lishers who  remain  exclusively  tied  to 
print,  word  processing  and  computer 
manufacturers  who  do  not  develop 
embedded  processing  systems,  com- 
puter/communications service  com- 
panies who  fail  to  recognize  the  impact 
of  personal  computers.  And  beware 
too  the  pioneers  who  may  be  too 
aggressive  for  their  own  good— who 
pour  good  money  after  bad  into  poorly 
researched,  highly  speculative  ven- 
tures, without  pausing  long  enough  to 
determine  whether  they  are  going  to 
survive  the  onslaught  of  the  much 
shrewder  followers  at  their  heels. 

Pertinacious  or  unprepared,  both 
types  will  be  engulfed  by  the  new  wave 
of  information  technology. 


INFORMATION  INDUSTRY 
OUTPUT:  THREE  VIEWS 


1 .  The  need  to  combine  information 
with  the  means  of  delivering  it  is 
clearly  understood  by  three  I2  com- 
panies. The  Harris  Corporation  believes 
the  industry  will  advance  in  the  '80s  by 
combining  such  functions  as  comput- 
ing, data  processing,  word  processing 
and  communications.  These  integrated 
networks  should  fall  into  three 
categories:  Local  area  networks 
connect  mainframe  computers,  mini- 
computers, terminals,  telephones,  text 
editing  and  facsimile  devices  in  a 
single  business  or  plant  facility.  Switch 
and  access  networks  connect  nearby 
local  area  networks  to  each  other  or  to 
"gateways"  for  long-distance  com- 
munication. Wide-area  networks  link 
the  first  two  kinds  of  network  into  a 
national  or  global  pattern,  often 

using  satellites. 

2.  Dun  &  Bradstreet  views  its  I2 
output  as  products  and  services. 
They  have  a  whole  new  line  in 
response  to  market  demands  for 
speed,  accuracy  and  information  of 
greater  value.  After  the  success  of 
Dunsprint,  online  computer  terminals 
that  deliver  information  instantaneously 
in  hard  copy  format,  D&B  has  added 
other  innovative  products  and  services. 
DunsVue  will  enable  executives  to 
obtain  rating  and  summary  information 
via  small  interactive  terminals  in  their 
offices.  American  Profile  is  an  online 
service  that  provides  demographic 
information  geographically  in  the  U.S. 
Two  new  products,  Duns  Financial 
Profiles  and  Payment  Analysis  Reports, 
are  designed  to  assist  credit  managers 
in  setting  credit  limits  for 

new  customers. 

3.  Over  the  last  18  months,  Canon 
has  launched  five  compact  copiers, 
ranging  from  the  low-volume  NP-120  to 
the  multi-featured  NP-400  series. 

Ail  combine  Canon's  unique  copying 
process,  the  NP  System,  with  reliable 
micronics  control.  Canon  also  intro- 
duced the  LBP-10  Laser  Beam  Printer 
which  employs  semi-conductor  laser 
scanning.  Used  in  conjunction  with 
computers  and  word  processors,  it 
produces  10  prints  per  minute  in  a 
choice  of  type  faces  and  form  layouts. 


Some  office  computers  give  you  a  nice 
selection  of  their  own  programs.  But 
what  do  you  do  when  you  want  to  use  a 
program  from  an  independent  software 
maker?  Our  T250  Personal  Office 
Computer  accepts  a  wide  variety  of 
CP/M'-  based  application  programs 
from  dozens  of  makers.  You  can  run 
programs  in  either  the  familiar  CBASIC" 
or  M BASIC'3  program  language. 
Reliable  Toshiba  hardware  linked  to  the 
best  American  software  and  support. 
Another  example  of  how  Toshiba 
applies  its  advanced  technology  to 
raise  standards  of  performance. 


TOSHIBA  RELIABILITY 

MTBF  =  1  Year 

(Mean  Time  Between  Failures) 


One  of  the  10  reasons  why 
your  personal  office  computer 
should  be  the  Toshiba  T250. 


•  CP/M®  operating  system  for  high  software  compatibility.  •  CBASIC®  and  MBASIC0  program  languages  both  available.  •  Toshiba  supported  application 
software  and  training  *  Toshiba's  own  components  used  for  ultra-high  reliability  .  MTBF  exceeds  1  year  *  Wide  variety  of  Toshiba  printers  including  letter  quality 
capability  for  business  use.  •  2  million  byte  storage  —  8"  floppy  disks.  •  Sculptured  familiar  keyboard  for  comfortable  feel  and  high-speed  entry.  •  Easy  to 
read  high-resolution  display.  80  characters  x  24  lines.  •  Fully  integrated  packaging.  No  component  sprawl  or  cable  jungle.  •  Advanced  microelectronics  tech- 
nology developed  by  Toshiba  means  that  we  manufacture  all  key  components  in  our  own  factories  under  Toshiba's  quality-control  system. 

CP/M*  is  a  registered  trademark  of  Digital  Research,  Inc.  CBASIC1"  is  a  registered  trademark  of  Digital  Research,  Inc.  MBASIC  e  Interpreter  is  a  trademark  of  Microsoft  Corporation 

In  Touch  with  Tomorrow 


TOSHIBA 


For  further  information,  contact  Phil  Vertin,  Information  Systems  Division  TOSHIBA  AMERICA,  INC.,  2441  Michelle  Drive,  Tustin,  CA  92680  Phone:  714-730-5000  Telex:  183-81 


frihoducing  the  same  old  desk 
in  a  whole  new  form. 


Waste-Basket 


In-Basket 


File  Folders 


Calendar 


"Things  To  Do' 
Lists 


Master  List 


I  Bulletin  Board 

Telephone  Directory 


Digitals  office  computers  let 
you  work  the  way  you  ve  always 
worked.  Only  better. 

Is  that  really  a  desk? 

Sort  of.  It's  a  multi-function  terminal.  It  does 
computing.  It  does  electronic  mail.  And  while  it 
doesn't  look  much  like  a  desk,  it  performs  most  of 
the  functions  of  one.  Think  of  it  as  an  electronic  desk™, 
designed  to  make  your  work  life  more  productive, 
more  interesting,  even  more  enjoyable. 

How  does  it  work? 

Basically,  the  same  way  you've  always  used 
your  desk.  But  faster,  more  efficient,  and  much  more 
satisfying.  As  an  electronic  mail  terminal,  the 
functions  of  a  desk  are  built  right  in.  There's  an  in- 
basket  to  hold  your  unread  mail.  An  out-basket  for 
your  unsent  mail.  A  waste-basket  to  hold  deleted 
memos  until  the  system  is  "emptied."  You  can  have 
a  calendar,  a  telephone  directory,  a  bulletin  board. 
The  terminal  also  holds  any  number  of  "file  folders" 
you  create  yourself,  just  the  way  you  like  to  work: 
distribution  lists,  "things  to  do"  lists,  even  a  master 


list  of  all  your  other  lists.  The  system  is  more  flexi- 
ble than  your  desk  ever  was.  And  a  lot  more  fun. 

Isn't  everybody  offering  electronic  mail? 

Many  computer  companies  are  developing  it. 
Some  have  announced  it.  But  Digital  has  it  right 
now. 

Is  that  all? 

Not  quite.  Our  systems  grow^  as  your  business 
grows.  They  work  with  other  Digital  computers, 
past  and  future.  They're  compatible  with  other  man- 
ufacturers' equipment.  They're  backed  up  by  a  serv- 
ice organization  16,000  strong.  And  they  come  with 
the  experience,  reliability,  and  superior  reputation 
of  one  of  the  world's  largest  computer  companies. 

Of  course,  if  you  feel  you  simply  can't  part 
with  the  desk  that's  served  you  so  well  in  the  past, 
don't  worry.  This  terminal  will  fit  very  nicely,  right 
on  top  of  it. 

Call  800-DIGITAL,  ext.  3000,  or  contact  your 
local  Digital  sales  office. 

©  Digital  Equipment  Corporation  1982 


EDIDQSa 


Lots  of  companies  would  like  to  be  able  to 
print  money.  International  Banknote 
does — which  is  why  it  shuns  publicity. 


Latent  image 


By  John  R.  Dorfman 


EDWARD  WEITZEN  HAS  DONE  a 
marvelous  job  of  shaping  up  In- 
ternational Banknote  Co.,  Inc. 
since  he  took  over  as  president  in 
1968.  The  only  problem  is,  he  doesn't 
like  to  talk  about  it. 

The  62-year-old  Weitzen  has  rea- 
sons to  be  shy — his  customers,  for 
one.  "Countries  want  to  feel  reason- 
ably sure  that  everybody  in  the  world 
doesn't  know  who's  printing  their 
currency,"  says  John  Ball,  an  analyst 
with  A.G.  Becker  Inc.  "It's  a  matter  of 
national  pride:  The  business  is  not 
hanging  out  on  a  line  for  everyone  to 
look  at." 

International  Banknote  wants 
things  to  stay  that  way.  It  has  over  15 
printing  facilities  worldwide  and 
prints  currency  in  Britain  and  New 
Zealand  because  the  law  prohibits 
printing  foreign  money  in  the  U.S. 
Security  costs  are  already  heavy,  and 
the  glare  of  publicity  could  only  make 
them  higher. 

When  Weitzen,  formerly  of  the 
General  Battery  Corp.,  came  on  the 
scene,  bankruptcy  wasn't  far  off.  Wall 
Streeters  saw  the  old  B.T.  Babbitt,  Inc. 
as  a  poorly  run  conglomerate  with 
some  20  mismatched  pieces.  Gradual- 
ly, Weitzen  focused  his  attention  on 
specialty  printing  and  in  1969  ac- 
quired American  Bank  Note  Co.  Bab- 
bitt became  International  Banknote 
in  1972,  with  ABN  as  its  principal 
subsidiary. 

There  were  financial  changes,  too. 
Long-term  debt,  80%  of  total  capital 
in  1973,  has  been  sliced  to  about  41%. 
"I  think  you'll  see  the  remaining  debt 
worked  off  very  quickly,"  says  Jonas 
Gerstl  at  Evans  &  Co.  Last  year  Inter- 
national Banknote  earned  $9.8  mil- 
lion on  $228  million  in  sales,  and  ana- 
lysts expect  1982  profits  to  be  up  per- 


haps 35%.  The  company's  $55 
million  capital  spending  program  is 
now  largely  completed  and  will  no 
longer  be  a  drag  on  income. 

Besides  printing  money  for  some  70 
companies,  International  Banknote 
prints  most  of  the  food  stamps  for  the 
U.S.  government.  It  also  runs  off  trav- 
eler's checks  for  American  Express 
and  Citicorp,  as  well  as  birth  certifi- 


cates, airline  tickets,  driver's  licenses, 
stock  and  bond  certificates,  and  other 
specialty  items.  Globe  Ticket  Co.,  a 
1979  acquisition,  chips  in  about  a 
fifth  of  sales.  But  Weitzen  seems  to 
have  wanted  Globe  mainly  for  its 
buildings,  many  of  which  now  do 
ABN  printing  jobs. 

All  of  this  printing  is  done,  natural- 
ly enough,  on  paper.  But  suppose  that 
there  was  something  better  to  print 
on,  something  that  wouldn't  wear  out 
as  fast  as  traditional  money?  Coun- 
tries might  save  on  currency  costs, 
even  replace  some  coins  with  "paper" 
money. 

Enter  Tyvek,  a  registered  trademark 
of  E.I.  Du  Pont  de  Nemours  &  Co.  It  is 
a  spun-bonded  olefin  fabric  that  you 
may  have  seen  in  Federal  Express  en- 


velopes, which  are  almost  impossible 
to  tear.  International  Banknote 
worked  with  Du  Pont  to  develop  a 
special  version  of  the  product  suitable 
for  use  in  currency.  The  new,  strong 
money  is  being  test  marketed  in  an 
unnamed  country. 

Elsewhere  on  the  high-tech  front, 
International  Banknote  is  known  for 
its  mastery  of  anticounterfeiting  tech- 
niques. The  company  is  experiment- 
ing with  holography  and  has  already 
made  extensive  use  of  "latent  image" 
printing  techniques.  Hold  the  paper  at 
a  certain  angle,  and  the  hidden  image 
appears.  That's  not  something  a  run- 
of-the-mill  counterfeiter  can  pull  off. 

Not  all  the  latent  images  at  Interna- 
tional Banknote,  however,  are  on  its 
products.  The  company  has  some  as- 
sets that  don't  show  up — or  show  up 
at  only  negligible  values — on  the  bal- 
ance sheet.  It  owns  an  office  building 
in  downtown  Manhattan,  several 
acres  of  land  in  Wimbledon,  England, 
and  a  tract  in  the  Bronx,  among  other 
morsels.  The  company's  archives,  fea- 
turing engravings  and  historic  postage 
stamps,  are  carried  on  the  books  at 
about  $1  but  insured  for  some  $20 
million.  That  all  adds  up  to  perhaps 
$175  million  to  $200  million  in  as- 
sets, figures  Philip  Goldsmith,  a  prin- 
cipal in  the  Goldsmith  &  Harris  Divi- 
sion of  Balis  &.  Zorn.  Count  it  as  $10  a 
share,  for  a  stock  that  has  recently 
sold  for  under  $6. 

Numbers  like  that  have  made  Inter- 
national Banknote  one  of  the  most 
active  issues  on  the  American  Stock 
Exchange  in  recent  months,  largely 
on  speculation  that  Gerald  Tsai's  As- 
sociated Madison  Co.,  a  major  stock- 
holder, was  seeking  a  takeover.  Tsai 
recently  sold  a  big  part  of  his  holding, 
but  share  prices  have  held  up  well: 
Analysts  speak  of  a  "mystery  buyer," 
probably  an  individual.  The  company 
claims  not  to  know  or  care  about  such 
matters.  And,  in  fact,  a  hostile  take- 
over is  implausible;  some  client  coun- 
tries would  be  bound  to  frown  on  it. 

Just  in  case,  Weitzen  and  his  col- 
leagues have  fitted  themselves  with 
golden  parachutes.  Weitzen,  whose 
salary  is  $350,000  a  year,  gets  a  lump 
sum  of  twice  his  salary  in  the  event  of 
a  change  in  control  and  will  be  paid 
$300,000  a  year  for  five  years  as  a 
consultant.  Mrs.  Annabelle  Model, 
executive  vice  president  and  Weit- 
zen's  sister,  would  get  twice  her  sala- 
ry (now  $200,000  a  year)  and  five  years 
of  consulting  at  $150,000  a  year.  Eu- 
gene Jonas,  vice  president  and  treasur- 
er, gets  the  same  deal  as  Mrs.  Model. 
After  all,  who  should  know  more 
about  golden  parachutes  than  people 
who  print  money?  ■ 
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Equities  trading  area. 


The  trading  block. 


Taxable  and  tax-exempt 
debt  trading  area. 


First  Bostons  spectacular  new  corporate  headquarters 
in  midtown  Manhattan  offer  clients  and  customers 
unsurpassed  trading  facilities  to  transact  business  in  todays 
increasingly  volatile  markets — a  blockwide  room  of  the 
best  trading  minds  in  action. 

The  world's  most  modern  trading  floor. 

We've  invested  over  $15  million  to  make  our  trading 
floor  the  most  modern  anywhere.  State-of-the-art  communi- 
cations and  computer  equipment  give  our  trading  and  sales 
professionals  instantaneous,  unexcelled  access  to  market 
information.  The  trading  and  sales  areas  have  a  unique, 
multitiered  design  which  encourages  close  working  relation- 
ships within  the  vast  spaces  of  the  floor. 

Strength,  integrity,  balance. 

Actively  involved  in  the  markets  of  virtually  every 
investment-grade  security,  we  are  adept  at  executing  trades 
of  all  sizes,  marketing  new  issues,  hedging  and  arbitrage. 
With  our  multibillion  dollar  stake  in  these  markets, 


First  Boston  has  to  have  a  point  of  view,  and  ours  is  based 
on  inputs  from  many  sources,  among  them  economic,  equity 
and  fixed-income  research  and  domestic  and  international 
market  specialists.  We  provide  that  same  worldwide  perspec- 
tive of  the  securities  markets  for  our  customers  and  clients. 

"The  Street  just  moved  to  ftrk  Avenue? 

That  will  be  your  reaction  to  First  Bostons  trading 
floor  and  the  other  nine  floors  we  occupy  in  the  Park  Avenue 
Plaza  building  at  52nd  and  Park  in  midtown  New  York. 

In  addition  to  our  trading  operation,  it's  the  new  home 
of  our  corporate  finance,  public  finance,  research  and 
executive  offices.  Here,  we  will  continue  our  47-year  tradition 
of  soundness  and  integrity  in  investment  banking. 

First  Boston  at  Park  Avenue  Plaza — it's  the  Street's  new 
address  for  the  innovative  financing  techniques  that 
lead  to  the  swift  mobi-  ^3§llS\  .  t»  . 

lization  and  transfer  of  M|)  FirSt  IjOStOIl 
caPltal-  Investment  Bankers 


The  First  Boston  Corporation  Park  Avenue  Plaza  New  York,  NY  10055  (212)909-2000 


We  pick  knowledge 
out  of  thin  air. 


That's  Singer  technology. 


The  skies  are  filled  with  electromagnetic  signals. 
Which  are  natural  and  which  are  man-made?  Are  they 
passive  or  threatening?  What  is  their  source  and  what  do 
they  mean?  If  anybody  can  tell  you,  it's  our  HRB-Singer 
Division.  Because  HRB-Singer  is  a  leader  in  signal  collec- 
tion, and  the  advanced  computer  technologies  and 
scientific  analysis  needed  to  translate  those  signals  into 
coherent  knowledge  about  whoitis,  where  it  is,  what  it's 
up  to.Technical  skills  like  these  are  vital  to  U.S.  interests. 


Through  expanding  research  and  development  in  el< 
tronic-based  simulation,  guidance,  communications, 
and  specialized  computer  systems,  Singer  is  writing  a 
new  chapter  in  its  corporate  history.  Together  with  our 
unique  consumer  durables  capabilities  throughout  th< 
world,  this  technological  base  positions  us  in  importai 
growth  markets  of  today  and  tomorrow. 

The  Singer  Company,  8  Stamford  Forum, 
Stamford,  CT 06904. 


The  Up  &  Comers 


Why  buy  companies  or  build  factories,  asks 
Vulcan's  Lloyd  Miller,  when  you  can  get  an 
effective  24%  on  blue  chip  prefeireds? 


"  Where  do  you 
go  from  here?" 


By  John  A.  Byrne 


After  wolfing  down  a  hamburg- 
er in  the  elegant,  male  sanctum 
k  of  the  exclusive  Queen  City 
Club  in  downtown  Cincinnati,  58- 
year-old  Lloyd  Miller  lumbers  down 
East  Fourth  Street  on  the  way  back  to 
his  office.  With  an  outstretched  arm, 
the  gangling,  balding  chairman  of  Vul- 
can Corp.  points  to  Riverfront  Stadi- 
um, a  modern,  circular  mass  of  con- 
crete that  is  home  to  the  Cincinnati 
Reds.  "Did  you  know,  "he  asks  quietly, 
"that  I'm  a  part  owner  of  the  baseball 
team  V  His  7. 1  %  stake  is  worth  about 
$1.3  million. 

A  few  footsteps  later,  eyes  squint- 
ing in  the  sunlight  behind  large  black- 
framed  glasses,  he  waves  toward  the 
gleaming  27-story   headquarters  of 


Central  Bancorporation,  the  city's 
largest  bank-holding  concern.  "I'm 
their  largest  single  shareholder,"  he 
says.  He  holds  some  4%,  valued  at 
more  than  SI  million. 

A  block  and  a  half  later  and  Miller 
is  back  in  his  cluttered,  dimly  lit  of- 
fice in  the  headquarters  of  American 
Controlled  Industries,  a  S26  million 
holding  company  in  which  he  has  a 
22%  position,  worth  S3. 6  million. 
The  jewel  of  ACI's  portfolio  is  $46 
million  (sales)  Vulcan. 

Seven  years  ago  Miller  took  control 
of  the  ailing,  debt-ridden  manufactur- 
er of  heels,  soles  and  bowling  pins  and 
shut  down  two-thirds  of  its  plants  and 
fired  half  the  staff.  It  worked  like  a 
charm.  During  the  past  five  years, 
Vulcan's  earnings  were  up  an  average 
32%  annually,  with  an  average  re- 


Vulcan  Chapman  Lloyd  Miller 

"I  wasn't  seeking  any  trouble.  I'm  not  a  raider." 


turn-on-equity  of  21%  and  virtually 
no  debt.  Vulcan  even  boasts  a  SI 5 
million  investment  portfolio,  which 
last  year  accounted  for  1 5%  of  its  S3. 9 
million  net. 

Miller,  whose  other  investments 
range  from  a  sizable  arbitrage  posi- 
tion in  Columbia  Pictures  to  a  stable 
of  12  Thoroughbred  racehorses,  began 
dabbling  in  the  stock  market  at  the 
age  of  18. 

"I  went  in  cold,"  he  says  of  his 
initial  foray  into  the  market  with  11 
shares  of  Washington  Gas  &  Light  in 
1943.  "I  didn't  know  anything  about 
stocks.  No  one  in  my  family  had  ever 
been  involved  in  the  market.  But  it 
held  a  certain  magic  for  me  and  I 
wanted  to  learn." 

While  his  buddies  in  the  Army's 
96th  "Dead-Eye"  Division  on  war- 
torn  Leyte  were  poring  over  letters 
from  sweethearts,  Private  Lloyd  Mil- 
ler was  gobbling  up  analysts'  reports 
on  Ashland  Oil  and  National  Dairies 
that  his  mother  sent  him.  Even  after 
starting  to  practice  law  in  1948,  Mil- 
ler kept  his  hand  in  the  market,  work- 
ing part  time  as  a  broker  for  a  local 
wire  house. 

Two  years  later  he  talked  his  way 
onto  the  board  of  the  Cincinnati 
Street  Railway  Co.  after  calling  the 
company's  president  "out  of  the  blue" 
for  lunch.  When  the  company  was 
faced  with  a  takeover  threat  in  1956, 
Miller  and  a  friend  bought  out  the 
15%  stake  of  the  would-be  takeover 
artist  and  Miller  became  chairman 
and  CEO  at  the  age  of  32. 

Miller  and  his  cohorts  then  began  to 
turn  their  attention  to  a  sleepy,  local 
maker  of  shoe  parts  called  Vulcan  be- 
cause it  was  cheap,  made  a  specialized 
product  and  had  good  potential  for 
productivity  gains.  Miller  also  began 
acquiring  Vulcan  shares  for  his  trans- 
portation firm's  portfolio.  One  friend, 
J.W.  Brown,  became  director  at  Vul- 
can in  1958  and  eventually  took  over 
as  chairman.  Miller  joined  the  board 
in  1960. 

Always  a  believer  in  out-of-favor 
stocks  with  reasonable  growth  pros- 
pects, Miller's  first  big  deal  came  in 
1967  when  he  bought  nearly  10%  of 
nearby  auto  parts  maker  Dayco's 
stock  for  the  transport  firm.  Fearing  a 
takeover  move,  Dayco  bought  him 
out  and  Miller  pocketed  SI  million.  "I 
wasn't  seeking  any  trouble,"  he  says 
softly.  "I'm  not  a  raider." 

But  the  Dayco  lesson  stuck.  He 
gradually  picked  up  a  sizable  stake  in 
Inmont,  a  maker  of  specialty  chemi- 
cals and  printing  ink,  before  Carrier 
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ilKodak  announces 
mass  production 
reproduction. 


r" 


Introducing  the  Kodak  Ektaprint  250  dupli- 
cator. It's  Kodak's  newest,  fastest,  most  talented, 
most  productive  duplicator. 


©Eastman  Kodak  Company,  1982 


"~I 


Do  you  need  a  Kodak  Ektaprint  250  duplicator? 
Answer  these  questions  and  see. 


How  many  copies  do  you  make  per 
month?  


What  copiers/duplicators  do  you 
have  now?  


Here  are  my  answers.  Please 

Zl  Have  a  representative  call. 
Zl  Send  information. 


Name- 
Title  


L_. 


□  1 .  New  automatic,  single-pass,  full-speed, 

2-sided  copying. 

□  2.  Collated  sets  at  full  duplicator  speed. 

□  3.  Six-position  stapling  at  full  duplicator  speed. 

□  4.  New  automatic,  in-line,  cover-sheet 

insertion. 

□  5.  New  94%  reduction,  plus  77%  and  64% 

reductions  and  true  1:1. 

□  6.  New  advanced  image-tone  control  for 

superior  results  from  a  variety  of  originals. 

□  7.  New  computer  control  for  increased  operat- 

ing ease  and  uptime. 

□  8.  New  preset  controls  for  complex  jobs.  Inter- 

rupt for  anything  you  wish.  Then  return  to  the 
basic  program. 

□  9.  New  high-volume  efficiency— all  functions 

in-line. 

Call  toll-free  or  send  the  coupon. 
1  800  828-6270.  In  New  York  State,  call  1  800  462-6843. 
Eastman  Kodak  Company,  CD2402,  Rochester,  NY  14650 


Company_ 

Address  

City  


State  

Telephone^ 


Zip_ 


.J 


took  over  the  company  in  1977.  When 
United  Technologies  in  turn  picked 
up  Carrier  the  next  year,  Miller  went 
along  for  the  ride,  swapping  his  shares 
each  time  for  stock  in  the  acquiring 
company.  Today  ACI  (formerly  Cin- 
cinnati Street  Railway,  then  Cincin- 
nati Transit)  holds  208,727  shares  of 
United  Technologies  preferred,  worth 
some  $4.5  million  at  market  but  car- 
ried on  ACI's  books  at  $1.2  million.  A 
tidy  $3.3  million  paper  gain. 

But  trouble  was  brewing  at  Vulcan. 
Only  a  year  and  a  half  after  Miller  had 
taken  his  post  as  ambassador  to  Trini- 
dad and  Tobago,  to  which  he  was  ap- 
pointed by  President  Richard  Nixon 
in  1973,  he  was  forced  to  hurry  back 
home  to  Cincinnati  in  order  to  save 
his  investment. 

"The  company  was  in  an  extremely 
bad  situation  when  Lloyd  came 
back,"  recalls  J.  Howard  Frazer,  now 
Vulcan  president.  "We  were  either  go- 
ing to  save  the  company  or  go  down." 
Things  got  so  bad  that  Vulcan's  bank- 
er was  about  to  call  a  $3  million  loan. 

"They  had  been  keyed  up  to  churn- 
ing dollars  and  making  sales  whether 
there  was  any  profit  in  it  or  not,"  says 
Miller,  who  was  installed  as  chairman 
upon  his  return.  He  blames  the  red  ink 
on  what  he  terms  "the  sales  mentality" 
of  the  previous  management  team. 

It  didn't  take  a  genius  to  realize  that 
many  of  Vulcan's  problems  were  due 
to  overeager  expansion  when  its  cus- 
tomer industry  was  shrinking.  The 
company's  obvious  overcapacity  was 
only  compounded  by  problems  with 
inventory  control  and  late  deliveries. 
"Inventories  are  the  blood  and  guts  of 
an  operation,"  says  Miller.  "If  they're 
not  current,  you're  in  trouble.  And 
here  we  had  this  plant  in  Lawrence, 
Mass.  that  had  heels  in  inventory  for  a 
couple  of  years.  It  cost  us  20%  to  25% 
to  carry  and  handle  them." 

Miller  saw  no  choice  but  to  take  the 
big-bath  approach  to  rid  Vulcan  of  its 
unprofitable  facilities.  Among  the 
first  to  go  was  the  Lawrence,  Mass. 
unit  sole  (a  one-piece  sole  and  heel) 
and  heel-molding  plant,  which  was 
still  trying  to  churn  out  large  volumes 
of  product  for  a  New  England  foot- 
wear industry  that  had  mostly  packed 
up  and  left. 

He  also  closed  two  unprofitable 
heel-covering  operations  because  the 
market  wouldn't  support  them.  He 
shut  down  an  all-purpose  plant  in 
Kenton,  Tenn.,  transferring  produc- 
tion to  other  factories  making  the 
same  product  to  gain  manufacturing 
effi  c  iency.  "They  had  been  making 
even' thing — unit  soles,  heels  and 
lasts— in  this  one  plant  because  the 
previous    management    wanted  to 
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make  everything  close  to  the  custom- 
er," Miller  explains.  "But  the  more 
important  thing  is  to  streamline  your 
production  and  get  the  lowest  unit 
cost  possible." 

Nor  did  Miller  think  much  of  a  pre- 
vious move  to  diversify  into  plastics. 
"They  lost  money  in  that,  too,"  he 
says,  shaking  his  head  in  disbelief. 
"Things  like  little  pans  and  stuff  that 
was  utterly  and  completely  ridicu- 
lous. We  closed  that  right  down." 

All  told,  since  1975  Miller  has  shut 
down  14  of  the  21  plants  that  existed 
when  he  became  chairman  and  cut 
Vulcan's  staff  in  half.  Actually,  it  was 
not  quite  so  painful  a  decision  as  it 
might  seem.  Luckily,  most  of  the 
equipment  in  the  closed  plants  al- 


"This  is  a  tough  business," 
says  Lloyd  Miller,  Vulcan's 
chairman.  "Customers  still 
browbeat  you  for  a  tenth  of 
a  cent  on  a  pair  [of  soles}. 
Imports  are  higher  than  a 
year  ago,  and  the  industry 
is  still  in  decline." 


ready  had  been  fully  depreciated,  so 
Miller  had  to  write  off  only  about 
$473,000  in  abandoned  equipment  in 
1975  and  1976,  representing  less  than 
7%  of  the  company's  fixed  assets.  He 
has  raised  more  than  twice  that 
sum — $1.1  million — by  selling  off  old 
plants  and  property. 

All  along,  Miller  was  steadily  par- 
ing long-term  debt  to  only  12%  of 
capital  from  a  dangerous  peak  of  49% 
in  1972.  Today  Vulcan's  $2.2  million 
debt  is  more  than  offset  by  the  $15 
million  portfolio.  Boasts  Miller:  "Our 
competitors  used  to  tell  our  custom- 
ers about  Vulcan's  poor  balance  sheet 
and  delivery  delays.  Well,  now  we  are 
the  company  with  the  strongest  bal- 
ance sheet." 

Vulcan  gets  much  of  its  competi- 
tion from  smaller  private  companies. 
When  it  competes  against  larger  out- 
fits, like  Goodyear  and  American  Bilt- 
rite,  it  competes  on  as  big  a  scale: 
Vulcan  owns  the  largest  heel  and  rub- 
ber-sole factory  in  the  world,  in 
Clarksville,  Tenn.,  a  272,000-square- 
foot  plant  it  bought  in  1971  from 
Goodrich  for  about  $7  million.  Vul- 
can also  claims  a  niche  in  making 
bowling  pins  for  the  replacement 
market.  The  pins,  which  account  for 
only  6%  of  sales,  compete  against 
AMF  largely  on  the  basis  of  price. 

In  the  past  decade,  many  of  Vulcan's 


shoe  competitors  have  gone  out  of 
business,  and  today  not  many  compa- 
nies would  put  up  a  new  plant  to  make 
heels  and  soles.  "Those  tough  years  in 
the  early  1970s  drove  many  competi- 
tors of  any  consequence  out  of  busi- 
ness," says  an  industry  observer  famil- 
iar with  Vulcan.  "About  20  years  ago 
there  were  15  last  companies;  now 
there  are  only  about  4  left.  There  were 
about  50  heel  companies.  Today,  there 
aren't  more  than  10  left.  He  [Miller] 
can't  help  but  make  money." 

Maybe  true,  but  it  still  doesn't  leave 
much  room  for  growth.  So  Miller  has 
been  using  Vulcan's  investment  port- 
folio to  boost  net.  In  the  past  two 
years,  pretax  income  from  this  portfo- 
lio has  risen  187%,  while  earnings 
from  Vulcan's  own  operations  have 
increased  only  16%.  Since  1977  Mil- 
ler has  plowed  about  $12  million  of 
Vulcan's  retained  earnings  into  the 
market  while  spending  only  $7.3  mil- 
lion on  new  equipment  and  property 
for  Vulcan. 

A  risky  tactic?  After  all,  Miller 
holds  nearly  7%  of  Vulcan  himself 
and  another  32%  through  American 
Controlled.  Vulcan  also  is  buying 
back  its  own  stock,  which  trades  on 
the  Amex  at  a  mere  4  times  earnings. 

Miller  is  no  man's  fool.  "Where  do 
you  go  from  here  in  Vulcan?"  he  asks. 
"This  is  a  tough  business.  Customers 
still  browbeat  you  for  a  tenth  of  a  cent 
on  a  pair.  Imports  are  higher  than  a 
year  ago,  and  the  industry  is  still  in 
decline." 

That's  where  the  portfolio  comes 
in.  There's  little  speculative  stock  in 
Vulcan's  holdings.  The  largest  single 
investment  is  a  holding  of  more  than 
300,000  shares  of  Eagle-Picher  Indus- 
tries Inc.,  with  a  current  market  value 
of  at  least  $3.6  million  and  a  paper 
loss  of  about  $600,000.  Still,  Miller  is 
doing  better  than  Henry  Singleton 
these  days:  The  portfolio's  market 
value  exceeded  its  worth  on  Vulcan's 
books  by  some  $400,000  at  the  end  of 
last  year,  despite  the  down  market. 

"Take  a  preferred  stock  like  United 
Technologies  convertible,  selling  at 
21  and  a  fraction,"  he  says.  (Miller's 
Vulcan  has  taken  more  than  100,000 
of  them,  valued  at  $2.2  million.)  "It 
has  a  12%  yield  and  a  tax-effective 
yield  for  us  of  24%  because  we  pay  tax 
on  only  15%  (corporations  get  an  85% 
tax  credit  on  dividend  income].  Where 
are  you  going  to  find  companies  in 
this  kind  of  market  that  would  give 
you  a  better  yield  than  an  A-rated 
United  Technologies  preferred?  If  we 
could  find  one,  we  would  buy  it. 
Meanwhile,  we'll  take  12% -yielding 
securities  and  put  our  money 
there."  ■ 
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CPT  shows  you  how  to  get  into 
word  processing-a  step  at  a  time 


Choosing  a  system  for  your  office  can  be  trying. 
Should  you  experiment  with  a  single  unit? 
Or  take  the  plunge  with  an  extensive 
network?  In  this  ad,  CPT 
explains  where  to  begin, 
and  how  to  expand 
with  your  needs. 


YOU  MAY  START  as  many 
companies  do,  by  replacing  severa 
electric  typewriters  with  one  or  more 
word  processors. 

CPT  offers  four  models:  from  the 
basic,  entry-level  CPT  6000  with  a  half- 
page  screen,  to  the  highly  sophisticated 
CPT  8100  (shown  on  the  right). 


A  better  way  to  type 

The  change  will  be  immediate  and 
dramatic.  Your  secretaries  will  type  on  a 
screen  instead  of  paper.  So  they  will  work 
at  full  rough-draft  speed  without 
worrying  about  typos  or  omissions. 


CPT  8100  CPT  6100 

OH  INSTALLATIONS 


TELEPHONE 
MODEM 


WORDPAK  II 


Typical 
Small 
Office 
System 


WordPak  U  works  with  up  to  eight  CPT  word 
processors  or  telecommunications  lines.  WordPak  I 
(not  shown)  operates  with  a  single  workstation. 


Word  processors  also  "remember"  what 
is  typed.  (CPT  storage  disks  hold  up  to  150 
pages  each.)  This  electronic  filing  system 
allows  you  to  recall  individual  pages 
to  the  screen  in  seconds  for  changes 
and  additions. 


More  than  words 

At  first,  it  may  be  tempting  to  use 
your  new  word  processors  as 
"fancy  typewriters','  simply  be- 
cause your  procedures  were  set 
that  way.  But  a  special  feature 
called  software  programming  lets  you 
alter  your  word  processor's  intelligence, 
to  do  jobs  impossible  with  an  ordinary 
typewriter. 

Your  CPT  dealer  offers  optional  soft- 
ware programs  that  can  turn  your  CPT 
word  processor  into  a  microcomputer, 
a  records  management  system,  and  more 


"How  do 
we  expand?" 

CPT  word  pro- 
cessing systems 
can  grow  in 
many  ways, 
beginning  with 
the  word  pro- 
cessors them- 
selves. If  you  started 
out  with  CPT  6000's  and  8000's,  they  can 
be  upgraded  right  in  your  office  to 
the  more  powerful  CPT  6100  and 
8100  word  processors. 

If  your  volume  of  paperwork  is 
high  enough,  you  may  wish  to  go  to 
the  next  step  in  the  CPT  system  — 
called  WordPak. 

WordPak  is  a  mass  storage  device 
that  can  hold  over  24,000  pages  of 
text.  Your  typists  can  find  any  page, 
almost  instantly,  with  the  touch  of  a 
few  keys. 

CPT  systems  can  also  communi- 
cate with  word  processors  in  other 
locations  through  phone  wires  and 
telecommunication  devices. 
Clean  originals  of  documents  can  be 
in  your  client's  hand  in  minutes  instead 
of  days.  Their  response  can  be  returned 
just  as  easily. 

"We've  expanded  our  CPT  system  to  do 
bookkeeping,  inventory,  and  advanced 
accounting 


Cost-cutting  breakthrough 

CPT  has  a  new  device  that  allows  an 
IBM  60  or  75  electronic  typewriter  to 
function  as  a  printer  when  connected  to  a 
CPT  6000  word  processor.  If  you  have 
these  IBM  typewriters  in  your  office  and  are 
thinking  about  a  more  advanced  system, 
you  can  save  thousands  of  dollars. 

The  next  step  is  yours 

We  realize  a  great  deal  of  thought  must 
go  into  selecting  a  word  processing 
system  for  your  office.  That's  why  we 
offer  a  special,  20-page  booklet  called 
CPT  Takes  the  Mystery  Out  of  Word 
Processing.  It's  yours,  free  for  the  asking. 
Just  fill  out  and  mail 
the  coupon  below. 


CPT 
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Mail  to:  CPT  Corporation 
P.O.Box  17 

Minneapolis,  MN  55440 
I'd  like  to  get  started  in  word  processing.  Please  send 
me  your  free  booklet:  CPT  Takes  the  Mystery  Out 
of  Word  Processing 


State. 


.Zip. 
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When  you  are  as  attractive  as  Cedar  Point, 
you  have  to  learn  how  to  say  no  gracefully. 


The  waiting 
game 


W'hen  we  last  looked  at  Ce- 
dar Point,  Inc.  (Forbes  Up  & 
Comers,  July  7,  1980),  the  Ohio 
amusement  park  operator  was  being 
hotly  pursued  by  cash-rich  MCA,  Inc., 
which  owned  10%  and  was  tendering 
for  another  11%  at  $31  apiece  after 
buyout  deals  with  Taft  Broadcasting 
(see  p.  92)  and  Marriott  had  fallen 
through.  MCA  didn't  get  a  share  be- 
cause buyout  speculation  pumped  up 
the  stock  price. 

Now  Kidder,  Peabody  &.  Co.  (Cedar 
Point's  investment  banker)  has  found 
its  overly  attractive  client  a  more  gen- 
teel suitor.  In  March  1981  a  subsidiary 
of  Britain's  S.  Pearson  &  Son  pic. 


(whose  holdings  include  Doulton 
China,  the  Financial  Times  of  London 
and  Madame  Tussaud's  Wax  Muse- 
um) tendered  for  15%  of  Cedar  Point's 
stock  at  $34.95  a  share  and  bought  out 
MCA's  10%  holding.  Pearson  also  en- 
tered into  a  standstill  agreement, 
specifying  that  it  will  hold  no  more 
than  30%  of  $69  million  (sales)  Cedar 
Point's  stock  through  early  1986.  "It 
appeared  that  MCA  was  just  nibbling 
at  us,"  says  Chairman  Robert  Munger 
Jr.,  who  controls  nearly  10%  of  the 
outstanding  stock.  "There  was  too 
much  uncertainty." 

Not  all  the  shareholders  buy  that. 
About  a  year  ago  four  shareholders 


/  tie  triple-looping  Corkscrew  roller  coaster  at  Cedar  Point 
Can  the  world's  longest  flume  ride  top  the  Corkscrew? 


O 


filed  a  class  action  suit  to  stop  the 
Pearson  offer  and  standstill  agree- 
ment, claiming  there  had  been  viola- 
tions of  disclosure  laws  and  that  a 
standstill  agreement  would  retard  the 
stock  price.  And,  the  suit  claimed,  the 
directors  had  sanctioned  the  Pearson 
offer  only  to  protect  their  own  jobs. 
Still  waiting  for  a  decision  nearly  a 
year  after  the  testimony  has  ended, 
Munger,  who,  with  his  family,  would 
have  gotten  $10  million  had  he  sold 
his  stock  to  MCA,  calls  the  case  "a 
nuisance  suit"  and  denies  the  charges 
against  the  directors'  motivations. 

A  far  more  plausible  depressant  for 
Cedar  Point  shares,  which  now  trade 
around  21  lA  with  a  P/E  ratio  of  about 
6,  has  been  the  slowing  of  Cedar 
Point's  revenue  growth.  After  rising 
an  average  13%  a  year  from  fiscal 
1975  to  1980,  sales  growth  has  slowed 
to  less  than  4%  in  the  last  two  years, 
as  attendance  at  the  two  parks  has 
flattened.  Last  summer,  360-acre  Ce- 
dar Point  in  Sandusky,  Ohio  attracted 
2.7  million  guests,  down  slightly  from 
the  year  before,  while  its  266-acre  Val- 
leyfair,  located  outside  Minneapolis, 
drew  831,000,  up  less  than  2%  from 
the  previous  year. 

Munger,  ever  optimistic,  is  expect- 
ing big  crowds  this  summer.  "Histori- 
cally, a  company  like  ours  does  very 
well  in  a  recession,"  he  says.  "People 
who  can't  take  their  two-week  vaca- 
tion tend  to  take  a  short  vacation  and 
come  to  us  for  a  day  or  two."  He  is 
also  counting  on  some  new  attrac- 
tions, such  as  the  $3.4  million  White 
Water  Landing — the  world's  longest 
hydroflume  ride — and  Lusty  Lil's  Pal- 
ace, a  remodeled  Western  saloon  with 
ragtime  piano  and  can-can  dancers,  to 
boost  attendance.  After  all,  he  notes, 
in  1976  attendance  rose  17%  after  the 
triple-looping  Corkscrew  roller  coast- 
er was  added. 

But  the  Great  Lakes  region,  Cedar 
Point's  primary  market,  has  been  hard 
hit  by  the  recession,  and  the  combina- 
tion of  high  unemployment  and  an 
increased  admission  price  ($11.95  for 
Cedar.  Point,  $9.95  for  Valleyfair)  may 
keep  potential  park-goers  home  or 
send  them  to  Cedar  Point's  less  ex- 
pensive competitors. 

Flat  summer  or  no,  there  is  no 
doubt  that  Cedar  Point  remains  one  of 
the  best-managed  parks  in  the  indus- 
try— as  long  as  Munger  is  on  board. 
What  the  shareholders  who  went  to 
court  last  year  may  be  forgetting  is 
that  any  deal  that  doesn't  please 
Munger  probably  isn't  going  to  fly, 
court  decision  or  no  court  decision, 
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because  of  the  crucial  importance  of 
hands-on,  experienced  management 
in  this  arcane  field.  Instead  of  writing 
checks  to  lawyers,  they  would  have 
been  far  better  off  waiting  for  an  up- 
turn in  the  economy. — Laura  Rohmann 

Compact  Video's 
fallen  star 

Compact  Video  President  Robert 
Seidenglanz  told  Forbes  in  Oc- 
tober 1980  that  he  had  once 
erred  by  allowing  on  his  board  a  few 
"banker  types,"  men  who  inhibited 
his  freewheeling  entrepreneurial 
style.  "It  was  a  disaster,"  Seidenglanz 
said.  "Banker  types  are  afraid  to  do 
things.  It  took  me  two  years  to  get 
them  off  the  board." 

Seidenglanz  was  riding  high  at  the 
time.  His  company,  which  designed 
mobile  television  vans  and  owned  one 
of  Hollywood's  most  prosperous  vid- 
eotape editing  facilities,  was  the  talk 
of  the  television  industry.  Largely  be- 
cause of  Seidenglanz'  gutsy,  shoot- 
from-the-hip  instincts,  Compact  Vid- 
eo had  strung  together  five  years  of 
earnings  gains  averaging  55%. 

Now,  in  cruel  irony,  Seidenglanz 
must  eat  his  words.  His  position  as 
CEO  became  precarious  last  fall  when 
Compact  first  announced  losses.  By 
January  1982  those  losses  ballooned 
to  $10.3  million,  more  than  Compact 
had  made  in  its  seven-year  history. 
Cofounder  Seidenglanz  resigned  in 
late  January,  telling  associates,  "The 
bankers  wanted  a  sacrifice,  and  I  was 
the  logical  choice." 

Compact  Video's  and  Seidenglanz' 
downfall  stemmed  from  bad  luck,  bad 
management  and  a  speculative  real 
estate  blunder.  Bad  luck  because  of  a 
series  of  entertainment  industry 
strikes,  which  interrupted  the  flow  of 
Compact's  television  editing  busi- 
ness. Bad  management  because  its  TV 
vans,  poorly  designed,  developed  infe- 
rior reputations  in  the  field,  further 
cutting  sales.  Then  the  awful  real  es- 
tate blunder.  Compact  inexplicably 
built  a  $21  million  headquarters  with- 
out first  securing  a  mortgage. 

Landlord  Compact  figured  to  under- 
write its  own  overhead  by  leasing  out 
half  of  its  magnificent  seven-story 
building.  Instead,  cost  overruns  on 
the  building,  plus  rising  interest  rates 
on  an  ever  growing,  prime-plus  con- 
struction loan,  nearly  choked  the 
company.  As  the  building  neared 
completion  last  fall,  Compact's  inter- 
est tab  was  running  about  $400,000  a 
month.  It  hastily  sold  the  building  to 
Prudential  Insurance  for  $20  million. 
Now  Compact  is  the  tenant. 
Today  neither  of  the  company's 


once  talkative  founders,  Seidenglanz 
and  financier  Gregory  Biller,  will  re- 
spond to  Forbes'  queries  about  what 
went  wrong.  Nor  will  current  Chair- 
man Wendell  Sell,  who  has  engaged 
an  investment  banker  for  advice  on 
selling  what's  left  of  the  business. 
Oak  Industries,  a  California-based 
subscription  TV  company  with  inter- 
ests in  both  TV  and  motion  picture 
production,  is  looking  Compact  over. 

But  don't  weep  for  Seidenglanz  or 
Biller,-  they  fared  far  better  than  scores 
of  Compact  employees  who  lost  their 
jobs.  In  1979  Seidenglanz  signed  a 
five-year  contract  at  $150,000  a  year, 
which  presumably  the  board  will 
have  to  pay  off.  Biller,  who  resigned  a 
year  ago  with  a  five-year  consulting 
agreement  averaging  $90,000  a  year, 
did  even  better.  SEC  insider  trading 
reports  show  Biller  sold  more  than 
half — 85,000  shares — of  his  Compact 
Video  stock  over  a  nine-month  period 
ended  June  1981.  Biller  sold  gradually 
at  $20  to  $23  a  share,  totaling  about 
$1.7  million.  His  timing  proved  un- 
canny. Several  months  after  his  last 
reported  sale,  red  ink  started  gushing 
through  Compact.  The  stock  headed 
down  sharply,  falling  below  $3  by  Jan- 
uary 1982,  before  recovering  more  re- 
cently to  $5. — John  Merwin 

From  oink  to  ah 

T|he  good  old  boys  at  Bob  Evans 
Farms  Inc.,  who  go  out  of  their 
way  to  be  folksy  by  wearing 
string  ties  and  Stetson  hats  and  deco- 
rating their  home-base   offices  in 


hoghide  and  barn  board,  are  doing 
quite  well  by  keeping  tight  control 
over  every  phase  of  their  sausage- 
products  and  restaurant  businesses. 
They  plan  to  keep  it  that  way. 

It  is  hard  to  argue  with  them  when 
you  look  at  the  numbers.  The  com- 
pany, based  in  Columbus,  Ohio, 
about  two  hours  away  from  Gallipo- 
lis,  Ohio  (pop.,  5,601),  where  it  all 
began  36  years  ago,  has  watched  sales 
increase  at  the  rate  of  20%  a  year  for 
the  last  five  years,  to  $170  million. 
Aftertax  margins  have  averaged  7.4% 
over  that  time  and  return  on  equity 
has  been  27%,  on  no  debt.  By  way  of 
comparison,  the  average  fast-food 
chain — half  of  Bob  Evans'  sales  come 
from  its  81  restaurants — have  done 
scarcely  more  than  half  as  well  with 
far  higher  debt  leverage.  The  other 
part  of  Evans'  sales  comes  from  its 
sausage  products — and  the  numbers 
for  most  meatpackers  compare  even 
less  favorably  with  Evans'. 

Why  change  the  formula,  asks 
Chairman  Dan  Evans,  45,  cousin  of 
Robert  L.,  company  founder  and 
namesake.  The  Evanses,  who,  along 
with  the  company's  officers  and  direc- 
tors, control  about  25%  of  the  stock, 
thought  about  selling  to  Beatrice 
Foods  in  1980,  but  now  say  they  are 
glad  they  didn't. 

"We're  in  this  for  the  long  pull," 
Dan  says.  "If  we  weren't,  I'd  franchise 
her,  plan  for  a  50%  increase  every  year 
and  I'd  just  wind  her  up  like  a  ten-day 
clock.  We  could  probably  keep  all 
those  balls  up  in  the  air  for  three 
years,  maybe  five  years.  But  someday 


Chairman  Dan  Evans  of  Bob  Evans  Farms 
"We'd  rather  do  it  our  way." 
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The  Up  &  Comers 


those  suckers  are  going  to  come 
down.  I  wouldn't  want  to  be  around 
when  they  fall." 

So,  the  company  keeps  to  what  it 
knows  best,  like  making  sausage  that 
is  lean,  tasty  and  relatively  expensive. 
It  retails  for  about  $2.39  a  pound, 
about  10  cents  to  30  cents  more  than 
other  brands.  "People  remember  the 
quality  long  after  they  have  forgotten 
the  price,"  is  a  phrase  the  Evanses 
repeat  often  around  company  head- 
quarters, which  in  keeping  with  the 


down-home  image  is  a  one-story  colo- 
nial brick  building. 

They  also  stress  that  the  sausage  is 
shipped  the  same  day  the  hog  is 
killed.  "The  old  saying  in  the  meat 
business  is  'sell  it  or  smell  it,'  "  Evans 
says.  "Our  stuff  is  killed  today, 
shipped  tonight  and  in  the  grocery 
cases  tomorrow."  That  strategy  ini- 
tially met  resistance  from  midwest- 
ern  and  eastern  supermarkets  served 
by  Evans'  four  sausage  plants  in  Ohio, 
Michigan  and  Illinois,  but  eventually 
most  stores  in  the  15-state  market 
came  around.  "We'd  rather  wait  until 
they  do  it  the  way  we  want,"  Evans 


says.  "If  that  means  we  lose  business 
temporarily,  that's  fine.  In  the  long 
haul,  it  pays  off  for  us." 

Once  the  retail  market  has  been 
established,  a  Bob  Evans  restaurant 
opens  in  the  area.  The  same  control  is 
exercised  there.  All  stores  send  in  a 
daily  sales  update  and  weekly  profit- 
and-loss  statement.  "The  satisfying 
thing  about  all  this  is  we  control  the 
product  from  the  live  hog  until  it's 
fried  and  placed  on  your  plate,"  Dan 
Evans  says. 

Which  just  goes  to  show  that  if  you 
watch  your  sausage  like  a  hawk, 
you'll  be  in  hog  heaven. — Steven  Flax 


By  Barbara  Rudolph 


"Slather  on  our  product  and  you  wont  get 
cancer. "  The  folks  who  sell  suntan  oil  are 
saying  that — all  the  way  to  the  bank.  They 
have  the  FDA  to  thank 


Don't  let  the 
sunshine  in 


the  government  with  studies  claim- 
ing that  their  sunblock  products 
might  help  prevent  skin  cancer. 
Schering-Plough  joined  with  its  com- 
petitors in  fighting  for  some  carefully 
selected  wording.  They  won  the 
point.  Packages  proclaim  that  "with 
liberal  and  regular  use  over  the  years," 
tanning  preparations  "may  help  re- 
duce the  chance  of  skin  cancer." 
Boasts  one  suntan  marketer,  "Being 
able  to  say  this  is  a  pretty  neat  thing." 

That's  an  understatement.  The  in- 
dustry now  offers  many  different  ver- 
sions of  what  used  to  be  one  product. 
There's  a  special  lotion  available  for 
every  tan  and  a  grading  system  that 
measures  protection — usually  con- 
trolled by  the  level  of  a  chemical 
called  PABA.  On  the  low  end  of  the 
scale,  a  #2  SPF — that  stands  for  sun 
protection  factor — provides  little 
sunblock.  A  #15  offers  a  lot.  Why  go 
out  and  buy  just  one  bottle  of  lotion 
when  two  or  three  will  give  you  even 
more  control  over  your  tan? 

The  new  number  system,  of  course, 
initially  confused  drugstore  retail- 
ers— but  that  turned  out  to  be  a  good 
thing,  too.  "They  didn't  know  what  to 


F|  our  years  ago,  spurred  by  re- 
ports that  too  much  sun  could 
cause  cancer,  the  Food  &  Drug 
Administration  advised  manufactur- 
ers of  sun-care  products  to  number 
their  lotions  according  to  the  quantity 
of  sunblock  ingredients  they  con- 
tained. Gone  are  the  days  of  simply 
promoting  a  deep,  dark  tan.  Now  you 
have  to  sell  good  health,  too. 

Stormy  weather?  Guess  again. 
Companies  like  Schering-Plough  and 
Johnson  &  Johnson  simply  began  ag- 
gressively selling  screens  and  blocks. 
Today  these  protective  products  are 
the  fastest-growing  sector  of  a  profit- 
able $230  million-a-year  market.  It's  a 
rare  case  where  government  regula- 
tion actually  helped  business.  Sales  of 
the  traditional  products,  the  lotions 
and  oils  that  contain  virtually  no 
sunblock  protection,  are  flat. 

Look  closely,  in  fact,  and  you'll  see 
that  the  FDA  had  a  lot  of  help  drafting 
its  new  rules  Schering-Plough,  which 
makes  Coppertone  and  Tropical 
Blend  and  has  enjoyed  around  a  45% 
market  share  ior  years,  bombarded 


do,  so  they  just  bought  everything," 
recalls  Allan  Mottus,  publisher  of  a 
trade  newsletter.  There  has  since 
been  some  pruning  of  brands  by  the 
retailers,  but  the  initial  response  en- 
abled manufacturers  to  segment  the 
market.  Alan  Sadovnick,  a  marketer 
at  Carter-Wallace's  Sea  &  Ski  divi- 
sion, for  example,  sees  a  repeat  of 
what  happened  in  the  coffee  business. 
"There's  an  equivalent  of  freeze- 
dried,  instant,  ground  and  decaffeinat- 
ed," he  says. 

That's  all  to  the  good,  since  selling 
suntan  products  is  a  highly  special- 
ized business.  The  season  is  very 
short  in  most  of  the  country — from 
Memorial  Day  to  Labor  Day — and  the 
consumer  buys  an  average  of  only  two 
bottles  a  year.  Usually  he  buys  his 
lotion  early  in  the  summer.  Get  him 
on  the  first  beach  outing  or  not  at  all, 
and  the  more  product  choices  to  pre- 
sent, the  better. 

There's  another  blistering  fact  of 
life  as  well.  Like  booksellers,  manu- 
facturers of  suntan  preparations  gen- 
erally allow  retailers  to  return  unsold 
goods.  Or,  since  the  lotion  doesn't 
spoil,  the  retailer  usually  can  choose 
to  store  it  over  the  winter  and  take 
around  a  10%  cash  discount.  This  car- 
ryover, however,  can  make  new  prod- 
uct introduction  a  slippery  business. 
Two  years  ago  3M  Corp.  came  out 
with  MMM!  What  a  Tan!,  investing 
around  $5  million.  Until  now,  the  re- 
sults have  been  anything  but  Mmm 
Mmm.  good. 

Then  there's  Jovan,  which  made  its 
name  selling  musk  oil  nine  years  ago 
and  is  now  part  of  Britain's  Beecham 
Group.  Jovan  is  committing  a  major 
share  of  its  limited  promotion  budget 
this  year  to  something  called  Dial-a- 
Tan.  You  guessed  it:  The  tube  offers 
three  different  sun  protection  points, 
which  are  selected  by  turning  the  dial. 
Jovan  will  know  soon  if  consumers 
see  its  innovation  as  a  gimmick  or  a 
godsend.  "Every  time  my  customer 
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service  man  passes  the  office,  he 
starts  singing,  'See  you  in  Septem- 
ber,' "  says  Rod  Heckman,  a  Dial-a- 
Tan  director  of  marketing.  "I  tell  him 
to  shut  up." 

Since  the  suntan  market  has  shown 
only  modest  growth  overall,  the  big 
question  now  is,  will  the  popular  new 
screens  and  blocks — with  unit  growth 
between  5%  and  8%  a  year — begin  to 
cannibalize  the  basic  lotions  and  oils? 
So  far,  products  like  Hawaiian  Tropic 
(see  box) — which  the  trade  calls  the 
"friers" — haven't  been  hurt;  nor  has 
Squibb's  Bain  de  Soleil.  But  that  could 
change  if  the  competition  heats  up. 
There's  already  one  sobering  sign: 
Current  new  product  lines  include 
after-tanning  creams,  moisturizer 
bars  and  even  "lite"  lotions.  That's  an 
attempt  to  cash  in  on  the  popularity 
of  dietetic  sodas,  beers  and  wines.  In 
the  suntan  business  it  means  less 
greasy. 

There  is,  of  course,  always  the  dan- 
ger that  the  growing  diversity  in  sun- 
tan  products  will  prove  to  be  too 
much  of  a  good  thing.  But  for  the 
moment,  lots  of  eager  marketers  are 
betting  big  on  a  long  hot  summer. 
And  this  much  is  certain:  Here's  one 
industry  at  least  that  didn't  get 
burned  in  Washington.  ■ 


Aggressive  marketing— and  more  than  a  little  help  from  the  FDA— means 
that  now  there  is  a  tanning  lotion  available  for  every  skin  type.  On  the 
high,  or  pale,  end  of  the  scale  there's  an  almost  total  sunblock,  a  #15.  On 
the  low  end  there  are  the  #2  lotions  and  oils,  including  those  the  trade 
calls  the  'friers."  Why  buy  just  one  bottle  of  lotion  when  two  or  three  will 
give  you  even  more  control  over  your  tan? 


The  $30  million  lifeguard 


W.  ho  knows  more  about  suntan 
oil  than  a  lifeguard?  That's 
what  Ron  Rice  said  to  himself  back 
in  1967  when  he  decided  he  could 
make  a  product  as  good  as  anything 
on  the  market.  After  all,  Rice  was  a 
27-year-old  high  school  chemistry 
teacher  who  worked  part  time  as  a 
lifeguard  in  Daytona  Beach. 

He  got  a  large  trash  can  and  bor- 
rowed $500  to  buy  chemicals,  oils 
and  bottles.  After  a  few  hours  in 
the  basement,  Rice  was  offering 
his  wares  to  his  beach-patrol  bud- 
dies. They  loved  the  stuff,  and  to- 
day Rice's  Hawaiian  Tropic  is  the 
second-bestselling  brand  in  the 
U.S.  It  has  over  20%  of  the  market, 
and  Tanning  Research  Laborato- 
ries Inc.,  his  privately  owned  company,  does  over  $50 
million  in  sales.  The  business  is  worth  perhaps  $30 
million,  which  means  that  Rice,  at  41,  can  now  buy 
more  beachfront  than  he  used  to  guard. 

His  wealth  stems  from  one  terrific  idea:  Make  a 
lotion  that  smells  like  coconut.  Rice's  timing  was  good, 
too.  His  product  hit  the  beaches  just  as  a  competitor 
launched  Tanya  Hawaiian  with  a  heavy  promotional 
blitz.  Both  brands  contained  coconut  oil,  so  Rice  got  a 
free  ride.  In  1970  Bristol-Myers  bought  Tanya  for  $3.2 


Hawaiian  Tropic's  Ron  Rice 


million,  but  the  brand  died  four 
years  later.  "I'll  occasionally  see  a 
ratty  old  Tanya  sign  in  some  Ha- 
waii gift  shop,  and  I'll  just  laugh," 
says  Rice. 

Hawaiian  Tropic  has  never  spent 
much  on  advertising.  Just  a  few 
television  spots,  and  a  print  budget 
that  is  around  $1  million.  By  con- 
trast, Coppertone  claims  that  its 
total  ad  budget  this  year  will  be 
$15  million.  Instead,  Rice  goes  in 
for  promoting  sports  events,  auto 
or  boat  races  and  some  rock  con- 
certs— especially  those  that  are 
televised  for  free. 

He  also  leans  heavily  on  a 
unique  distribution  network  he 
has  constructed.  Hawaiian  Trop- 
ic's salesmen  are  largely  his  old  friends.  Often  they  are 
former  lifeguards.  Their  contacts  on  the  beach,  says 
Rice,  carry  an  air  of  authority. 

Who's  to  argue  with  success?  In  1973,  for  example, 
Rice  gave  the  Australian  market  to  his  buddy  Dan 
Cleary,  a  22-year-old  fresh  out  of  Florida  State  Universi- 
ty. Hawaiian  Tropic  is  now  a  strong  second  there,  Rice 
claims,  having  surpassed  Sea  &  Ski.  "We  have  faith  in 
friends,"  Rice  says.  "I  just  send  them  there  and  make 
them  do  it."— B.R. 
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Why  not? 

It's  true  we've  been  making  acquisitions  and 
expanding  into  new  markets. 

So  why  not  fast  foods?  Or  break- 
fast cereal?  Or  beach  balls? 
We'll  tell  you  why  not. 
We  don't  think  consumer  products 
are  where  we  should  be. 

Our  business  is  providing  prod- 
ucts and  services  to  industry.  We 
know  how  to  design  products  to  meet 
our  customers'  specific  needs.  That's 
where  our  experience  is.  That's  where 
we  think  we  should  stay. 

We're  only  interested  in  expanding 
into  high-growth,  technology-oriented 
businesses  where  our  skills  can  help 
put  us  out  front. 

For  years  all  our  efforts  were  in  chem- 
icals, oil  and  gas,  fibers  and  plastics. 
Today  we're  also  expanding  into 
electrical  and  electronic  products  and 
health  and  scientific  prod-  Mf^\ 
ucts.  Two  of  industry's  fastest  ^j* 
growing  markets. 
We  plan  to  grow  in  all  these 
fields.  By  acquiring  new  businesses 
and  developing  new  products  through 
our  rapidly  expanding  research  and 
development  program. 

With  all  that  to  keep  us  grow- 
ing, who  has  time  for  hot  dogs?    We  mean  business. 


Out  of  the  flaming  wreck  of  the  Sheffield 
may  come  an  accelerated  boom  for  elec- 
tronic warfare  companies  like  Loral 


Concept 
reborn 


By  Subrata  N.  Chakravarty 

W'hen  a  $200,000  Exocet  mis- 
sile knocked  out  the  $50  mil- 
lion HMS  Sheffield  some  70 
miles  north  of  the  Falklands  in  early 
May,  it  may  have  changed  the  course 
of  warfare  as  dramatically  as  the  ad- 
vent of  the  longbow  and  gunpowder 
did  in  the  late  Middle  Ages. 

So  says  Bernard  L. 
Schwartz,  chairman  and 
CEO  of  New  York's  Loral 
Corp.,  one  of  the  leaders 
of  the  $5.9  billion  U.S. 
electronic  warfare  (EW) 
industry.  "Electronic  war- 
fare capability  has  some- 
what neutralized  the  su- 
perpowers in  local  con- 
flicts," he  says.  "It's  cheap 
enough  for  almost  all  the 
countries  in  the  world,  ir- 
respective of  size  and  rela- 
tive power,  to  have  impor- 
tant capability." 

Schwartz  has  an  ax  to 
grind,  of  course.  As  the 
largest  exporter  of  EW 
products,  deriving  35%  of 
its  revenues  overseas,  pri- 
marily in  the  NATO 
countries  and  Israel,  Loral 
stands  a  good  chance  of 
emerging  as  a  prime  bene- 
ficiary of  the  Falklands 
crisis — a  war  that  has 
hitherto  had  only  losers. 

Not  that  Loral  really 
needs  the  help.  Its  shares 
trade  at  a  pricey  13  times 
earnings  on  Wall  Street, 
and  no  wonder.  It  recently 
finished  up  its  41st  con- 
secutive quarter  of  higher 
sales  and  earnings  with 
sales  of  around  $255  mil- 
lion, earnings  of  almo 


$24  million  and  a  record  backlog  of 
$346  million.  Even  before  the  Falk- 
lands crisis,  Schwartz  was  forecasting 
a  60%  rise  in  order  bookings  this  year 
and  a  backlog  up  50% . 

In  the  fast-growing  pond  of  EW, 
Loral  is  a  big  fish.  According  to  the 
International  Counter-measures  Hand- 
book, Loral  last  year  lost  its  top  rank- 
ing in  the  industry  to  Dallas-based 


Loral  Corp.  's  Bernard  L.  Schwartz 
"It's  the  right  time  to  be  in  this  business. 


E-Systems,  but  with  $197  million  in 
EW  sales,  up  23%  over  1981,  it  re- 
mains a  close  second,  ahead  of  the  EW 
divisions  of  such  giants  as  Raytheon, 
Westinghouse  and  TRW.  Moreover,  it 
is  by  far  the  most  profitable  in  the 
business.  With  less  than  half  of 
E-Systems'  sales  last  year,  Loral  had 
higher  earnings. 

One  reason  for  that  performance, 
Schwartz  believes,  is  concentration. 
Loral  gets  over  75%  of  sales  and  earn- 
ings from  electronic  warfare;  most 
others  get  50%  or  less. 

That  certainly  wasn't  the  case 
when  Schwartz  left  Leasco  Inc.  and 
his  mentor,  Saul  Steinberg,  to  take 
over  Loral  in  1972.  Loral's  founders, 
William  Lorenz  and  Leon  Alpert,  had 
a  string  of  ill-advised  acquisitions, 
ranging  from  toymakers  and  copper 
wire  makers  to  electronics  distribu- 
torships. "They  played  the  conglom- 
erate game,"  says  Schwartz,  "and  like 
so  many  other  conglomerates,  they 
got  into  trouble  through  stupid  mis- 
takes, ill-considered  acquisitions,  bad 
execution.  They  lost  their  concept." 

By  the  time  Schwartz  came  on 
board,  Loral  was  practically  a  basket 
case.  It  was  losing  money,  in  technical 
default  on  its  loans,  and 
the  stock  exchange  was 
threatening  delistment. 
Even  the  EW  division,  ne- 
glected by  top  manage- 
ment, was  way  over  bud- 
get and  behind  schedule 
on  critical  contracts. 

Schwartz  quickly 
worked  out  new  loan 
agreements,  brusquely 
told  the  stock  exchange  to 
leave  him  alone  to  work 
things  out,  and  began 
shedding  his  turkeys.  He 
worked  out  new  delivery 
schedules  for  the  EW  con- 
tracts and  stopped  bidding 
on  new  business.  Within  a 
year  he  had  Loral  in  the 
black  again. 

At  first,  Schwartz  had 
intended  to  use  a  profit- 
able Loral  as  the  base  on 
which  to  build  a  conglom- 
erate of  his  own.  But  once 
he  had  cleared  away  the 
debris,  he  found  that  elec- 
tronic warfare  was  an  at- 
tractive business  in  which 
Loral  had  impressive  tech- 
nical strengths.  So 
Schwartz  decided  to  con- 
centrate on  defense,  a 
gutsy  decision  at  the  tail 
end  of  the  Vietnam  War. 
"Defense  is  a  very  com- 
fortable business  to  be 
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i  in,"  says  Schwartz.  "You  know  who 
your  customer  is.  He  pays  his  bills.  He 
doesn't  go  bankrupt.  He  pays  for  your 
research  and  development  and  80%  of 
your  inventory.   It's  an  expanding 

i    business,  and  we  knew  how  to  do  it." 
From  that  point  on,  Loral  compiled 

I    an  impressive  string  of  firsts.  One  of 

[  the  projects  that  had  been  in  trouble 
was  the  ALR56,  a  radar  receiver  for 
the  F-15  fighter  that  warns  of  such 
threats  as  incoming  missiles. 
Schwartz  talked  the  Air  Force  into 
giving  Loral  more  time  and  money 
because  the  ALR56  was  to  be  repro- 
grammable in  the  field.  "Prior  to  that, 
in  order  to  change  the  frequencies  of 
an  airborne  system,  it  was  necessary 

j  to  rewire  it,"  Schwartz  explains.  "The 
plane  had  to  be  grounded,  the  equip- 
ment taken  out  and  the  change  sol- 
dered in.  During  wartime  conditions, 
that  would  take  over  three  weeks. 
Our  software  programmable  system 
can  be  changed  in  20  minutes  by  a 
computer  tape."  The  ALR56  is  now 
Loral's  largest  program,  with  more 
than  750  sets  delivered  so  far  and  the 
likelihood  that  it  will  eventually  top 
1,100  sets.  And,  because  EW  technol- 
ogy changes  so  fast,  Loral  has  already 
been  given  research  contracts  for  an 
updated  system. 

Loral  also  developed  the  first  inte- 
grated airborne  EW  system  to  be  de- 

1  signed  and  built  by  one  manufactur- 
er. Developed  for  the  Belgian  Air 
Force's  50  Mirage  V  fighters,  the  Rap- 
port system  fits  inside  the  plane  in- 
stead of  being  carried  externally  in  an 
aerodynamically  cumbersome  pod. 
Simpler,  less  expensive  than  noninte- 
grated  systems,  it  incorporates  both 
the  "passive"  radar  warning  receiver 
and  the  "active"  jamming  transmit- 
||  ter  in  one  system.  Convinced  that  po- 
tential sales  to  Belgium  would  exceed 
sales  for  the  Mirages,  Schwartz  com- 
mitted $1  million  of  Loral's  money  to 
improve  the  system.  Although  tech- 
nical difficulties  have  delayed  the 
|  program,  the  improved  Rapport  III 
system  has  just  concluded  flight  tests 
on  a  Belgian  F-16,  and  Schwartz  ex- 
pects to  win  a  $65  million  contract 
from  Belgium  later  this  year.  Israel, 
also,  has  bought  the  system  for  its 
own  F-16s.  Eventually,  Schwartz  be- 
lieves, Rapport  will  generate  $1  bil- 
lion in  revenues  for  Loral,  even 
though  the  U.S.  Air  Force  has  opted 
not  to  buy  it.  The  Air  Force  prefers  to 
wait  until  late  1985  for  a  nonintegrat- 
ed  system  being  developed  by  ITT, 
Westinghouse  and  Itek  exclusively 
for  the  U.S.  military. 

International  sales  have  long  been  a 
major  factor  in  Loral's  business,  tot- 
ing up  35%  of  revenues  in  fiscal  1982. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

May  19,  1982 


MCI 

$250,000,000 

MCI  Communications  Corporation 


10%  Convertible  Subordinated  Debentures  due  May  15,  2002 

Interest  Payable  May  15  and  November  15 


The  Debentures  are  convertible  into  shares  of  MCI  Common  Stock  at  $45  per 
share  (equivalent  to  a  conversion  rate  of  approximately  22.22  shares  of  Common  Stock 
for  each  $1,000  principal  amount  of  Debentures),  subject  to  certain  adjustments. 


Price  100% 

(Plus  accrued  interest  from  May  15,  1982) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the  undersigned 
and  the  other  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 


Shearson/ American  Express  Inc.  Drexel  It  urn  ham  Lambert 

Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers  Inc  Warburg  Paribas  Becker 

A.  G.  Becker 

cd  C,  Bernstein  &  Co.,  Inc.  Alex.  Brown  &  Sons  Hambrecht  &  Quist 


"We  perceived  earlier  than  most 
American  EW  companies  that  NATO 
was  a  very  fertile  market  for  EW," 
says  Schwartz.  In  addition  to  the  Bel- 
gian and  Israeli  Rapport  programs, 
Loral  provides  the  electronic  surveil- 
lance systems  for  Britain's  Nimrod 
Airborne  Warning  &  Control  aircraft 
(now  protecting  the  fleet  in  the  Falk- 
lands)  and  West  Germany's  Atlantic 
maritime  reconnaissance  aircraft.  It  is 
working  actively  to  sell  Rapport  III  to 


Electronic  warfare  has  some- 
what neutralized  the  super- 
powers. It  is  cheap  enough 
for  almost  all  countries  to 
have  important  capability. 


Britain's  Royal  Air  Force  AV8B  Harri- 
er jump  jet,  and  plans  to  offer  it  to 
other  countries  flying  the  F-16. 

Now  Schwartz  is  focusing  on  verti- 
cal integration.  Over  the  past  two 
years  he  has  acquired  three  EW  com- 
ponents companies  and  is  looking  for 
more.  "The  systems  companies  un- 
derstand the  applications — how  the 
systems  are  to  be  used,"  he  says.  "The 
components  people  don't  have  that 
view,  but  they  are  pushing  back  the 
threshold  of  science.  We  thought  it 
was  important  for  us  to  have  both 
capabilities  internally."  The  compo- 
nents business  is  also  a  fast-growing, 
profitable  business  in  its  own  right. 
The  three  acquisitions  will  generate 
some  $70  million  in  outside  sales  for 
Loral  this  year. 

Loral  may  not  be  as  balanced  be- 
tween defense  and  nondefense  busi- 
nesses as  other  companies,  but  within 
the  EW  business  it  is  very  balanced. 
Although  the  ALR56  and  the  Rapport 
system  are  the  largest  programs,  there 
is  the  other  European  business,  and 
Schwartz  boasts  that  Loral  makes 
equipment  for  almost  every  EW  mili- 
tary system  in  the  U.S.,  including  the 
radome  for  the  Navy's  E2C  airborne 
warning  plane  and  the  radar  warning 
receivers  and  target  designators  for 
Army  helicopters.  Its  $30  million 
nondefense  telecommunications  busi- 
ness is  beginning  to  grow  rapidly 
again  after  two  flat  years  and  invest- 
ments of  $2  million  to  broaden  the 
line.  Its  $15  million  plastics  packag- 
ing business — a  holdover  from  the 
pre-Schwartz  days — is  growing  as  fast 
as  electronic  warfare  and  is  just  as 
profitable.  For  all  that,  Loral  still  has 
almost  no  debt  and  a  cash  hoard  of 
$70  million  for  acquisitions. 

In  all,  Loral  is  sitting  pretty  these 
days.  "It's  the  right  time  to  be  in  this 
business,"  says  Schwartz  happily.  ■ 


Peak 
Money  Market 
yields 


Our  money  market  fund  offers: 

□  Prompt  liquidity  by  telephone 

□  Free  checkwriting  over  $500 

□  No  early  withdrawal  interest 
penalty 

□  Free  exchange  with  other 
Price  stock  and  bond  funds 

□  No  sales  charge 

Call  toll  free  1-800-638-5660. 
In  Maryland  1-800-492-1976. 
In  Baltimore  547-2308. 

For  more  complete  information  including 
management  fee  and  other  charges  and 
expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 


T.  Rowe  Price  Prime  Reserve  Fund,  Inc. 


A  No-Loud  Fund,  T.  Rowe  Price  Marketing,  Inc.  Dept.  A6.  100  E.  Pratt  St..  Baltimore,  MD21202 
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"INFORMANIAT 

If  s  having  numbers  when 
you  need  words. 

You  earn  your  living  by  making  decisions. 
Business  decisions. 

Big,  expensive,  tough  ones  where  the  margin  for  error  is 
wafer  thin. 

So  when  you  need  a  list  of  customer  names  by  region  and  all 
you've  got  is  a  page  full  of  accounts  receivable  dollars,  it's  no  wonder 
your  stomach  churns. 

That's  "Wormania." 

The  solution  is  information.  The  right  information.  In  the  right 
form.  For  the  right  people  in  the  right  place  and  time. 

Burroughs  can  help.  Because  we  know  how  to  manage 
information.  We've  put  95  years  of  thought  and  experience  into  it.  We 
offer  a  comprehensive  solution  to  the  problem  of  " Woimania." 

Our  computers  and  office  automation  systems  can  help  you 
collect,  compose,  analyze,  store,  recall,  reformulate  and  distribute 
information. 

So  that  you  will  know  And  have  numbers  when  you  need 
numbers,  words  when  you  need  words. 

When  "Mormania"  strikes,  the  answer  is  Burroughs.  Write  for 
our  brochure:  Burroughs  Corporation,  Dept.  FB-20,  Burroughs  Place, 
Detroit,  Michigan  48232. 

Burroughs 

Building  on  strength 


Taxing  Matters 


In  its  quest  for  extra  revenue,  Congress  is 
taking  a  close  look  at  the  way  many  merg- 
ers are  tailored  to  minimize  taxes. 

Tax  those 
mergers! 


By  Laura  Rohmann 

I'f  a  company  sells  a  subsidiary  for 
cash,  it  must  pay  capital  gains 
itaxes  on  any  excess  of  sales  price 
over  book  value.  But  if  it  sells  the 
same  subsidiary  for  stock,  the  ex- 
change is  tax-free.  For  companies 
wanting  to  shrink  their  capitalization 
this  has  created  an  interesting  possi- 
bility. Take  Esmark.  In  1980  it  put  its 
gas  and  oil  properties  up  for  sale.  The 
ultimate  buyer  was  Mobil  Corp. 
Here's  how  Mobil  paid:  It  tendered  for 
enough  Esmark  stock  to  pay  for  the 
deal,  then  swapped  the  stock  to  Es- 
mark for  the  oil  properties.  Esmark 
took  its  profit,  shrank  its  capitaliza- 
tion and  paid  not  a  penny  in  taxes. 

There  is  strong  sentiment  in  Con- 
gress, however,  for  making  such  deals 
taxable  as  a  means  of  raising  addition- 
al revenue  for  the  hard-pressed  Trea- 
sury. The  Esmark-Mobil  deal  was 
handled  so  as  to  deprive  the  Treasury 
of  an  estimated  $100  million  in  taxes. 
A  leading  congressional  proponent  of 
a  crackdown  is  Representative  Fort- 
ney  (Pete)  Stark  (D-Calif.).  The  pros- 
pect is  making  tax  accountants  and 


their  clients  mighty  jittery.  "This  is  a 
classic  example  of  shoot  first  and  ask 
questions  later,"  says  Price  Water- 
house  partner  Leon  Nad. 

Among  other  things,  Stark  wants  to 
eliminate  the  tax-free  status  of  the 
Mobil-Esmark  type  deal — called  a 
"distribution  and  redemption."  He 
wants  stock  purchases  followed  by  a 
trade  for  a  subsidiary  to  have  the  same 
tax  consequences  as  a  direct  purchase 
of  assets. 

He's  also  got  his  eye  on  the  tax 
consequences  of  more  conventional 
stock-swap  takeovers  like  U.S.  Steel- 
Marathon.  Under  present  law,  for  U.S. 
Steel  to  write  up  the  assets  of  Mara- 
thon (so  that  future  depreciation  can 
be  based  on  the  price  paid  for  the 
assets  instead  of  their  previous  book 
value),  Marathon  must  be  liquidated 
and  all  its  deferred  taxes  must  be  paid. 

To  get  around  this,  about  a  year  ago 
the  partial  liquidation  came  into 
vogue.  "Here,  the  entity  remains  in 
existence,"  explains  Robert  Willens, 
tax  partner  at  Peat,  Marwick,  Mitch- 
ell, "and  a  certain  amount  of  the  as- 
sets are  distributed.  In  a  lot  of  cases 
almost  all  the  assets  are  distributed. 


As  long  as  the  entity  retained  certain 
assets,  the  IRS  said,  'Yes,  this  is  a 
partial  liquidation.'  And  what  are  the 
benefits?  Number  one,  there  is  no  re- 
capture of  investment  credit  at  all. 
Number  two,  the  other  recaptures  are 
there  but  deferred." 

Stark,  who  chairs  the  House  sub- 
committee on  select  revenue  mea- 
sures, denies  he's  a  bigness-is-badness 
man.  "The  only  thing  we're  trying  to 
get  at  is  where  the  tax  structure 
causes  the  merger,"  he  says. 

"In  effect,"  Stark  continues,  "what 
U.S.  Steel  is  coming  close  to  doing  is 
buying  a  whole  hell  of  a  lot  of  oil 
reserves,  borrowing  the  money  to  do 
it,  then  getting  those  oil  reserves  am- 
ortized from  a  higher,  revalued  level, 
which  they  will  use  in  depletion,  and 
just  spinning  off  all  the  rest  of  the 
junk  in  Marathon  Oil.  And  the  net 
result  is  they  get  a  huge  bunch  of  oil 
and  it's  all  paid  for  by  taxpayers.  Now 
what  earthly  economic  good  does  that 
do  anyone?" 

Tax  authority  Marvin  Chirelstein 
of  the  law  firm  Kaye  Scholer  Fierman 
Hays  &  Handler  agrees.  "I  think  they 
are  cute  tax  schemes  and  they  work, 
but  I  don't  think  they  were  intended 
to,"  he  says. 

Accountants,  however,  claim  that 
Esmark-Mobil  and  U.S.  Steel-Mara- 
thon are  in  the  minority.  Willens  says 
the  majority  of  distribution  and  re- 
demptions are  done  by  cash-poor, 
closely  held  corporations  that  have  a 
shareholder  of  long  standing  who 
wants  to  be  bought  out.  "I'm  sur- 
prised the  congressman  didn't  tailor 
the  proposed  law  more  to  the  deals  he 
thought  were  abusive." 

Stark  smiles.  "I  think  that  even 
though  [the  big  deal]  is  an  exception, 
you've  got  a  whole  host  of  sharks  out 
there  dreaming,"  he  says. 


G.E.'s  TBTs 

W'e  probably  should  go  dig  a 
hole  and  stick  our  head  in," 
laughs  John  McCoy,  manager 
of  General  Electnc's  tax  accounting 
operations. 

Does  GE  have  something  to  be 
ashamed  of?  Not  really,  but  you 
wouldn't  know  it  from  the  fuss.  Like 
other  major  corporations,  GE  has 
been  buying  millions  of  dollars  in  tax 
benefits  under  the  leasing  provisions 
of  the  Reagan  tax  act.  Under  those 
provisions  companies  like  Chrysler 
can  sell  tax  benefits  they  are  unable  to 
use  to  other  companies  through  the 
sale  and  leaseback  of  their  plant  and 
equipment.  The  idea  is  to  help  the 
weaker  companies  survive. 

GE  has  been  a  bit  more  enthusiastic 
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than  most  other  corporate  buyers,  us- 
ing the  so-called  tax  benefit  transfers 
(TBTs)  to  chop  off  some  70%  of  its 
1981  tax  bill.  For  that,  Treasury  Secre- 
tary Donald  Regan  cited  the  company 
as  an  abuser  of  TBTs  and  is  pushing 
legislation  to  limit  such  enthusiasm 
in  the  future. 

What  Secretary  Regan  seems  to  be 
forgetting  is  that  GE  paid  plenty  for 
those  tax  benefits. 

For  about  $230  million  of  tax  post- 
ponements, GE  shelled  out  between 
$300  million  and  $400  million.  "The 
money  that  would  have  gone  to  the 
Treasury,"  says  McCoy,  "went  to  the 
sellers  of  the  tax  benefits  and,  in  fact, 
more." 

Paying  out  $100  million  more  than 
you  take  in  may  not  seem  like  a  good 
idea,  but  there  is  more  to  it  than  that. 
Instead  of  allowing  companies  to  es- 
cape paying  taxes  altogether,  TBTs 
really  only  delay  their  due  date.  It  is 
what  a  company  like  GE  can  earn  by 
investing  those  delayed  taxes  that 
really  benefits  corporate  buyers. 

According  to  Arthur  Andersen  & 
Co.,  companies  they  surveyed  look  at 
TBTs  as  just  another  investment  op- 
portunity with  a  reasonable  rate  of 
return.  "The  yields  that  buyers  were 
getting,  based  on  what  they  actually 
paid  for  tax  benefits,"  says  Bill  Penick 
of  Arthur  Andersen,  "were  slightly 
higher  than  they  could  get  on  a  top- 
grade  municipal  bond  or  certain  other 
government  securities." 

Although  the  TBT  program  seems 
to  be  working  as  intended — distressed 
industries  have  been  able  to  continue 
their  capital  expansion  programs 
without  the  Treasury  giving  up  any 
more  revenue  than  originally 
planned — the  practice  has  become  a 
target  for  headline  writers.  But  usual- 
ly for  the  wrong  reasons.  TBTs  are 
little  more  than  government  grants 
and  loans  of  the  sort  France's  Mitter- 
rand is  using  to  prop  up  weak  compa- 
nies. It's  a  welfare  measure.  It  will 
cost  the  Treasury  plenty — some  $29 
billion  over  five  years — and  is  prob- 
ably a  poor  way  to  save  jobs.  But  who- 
ever the  villain  is,  it  isn't  GE. 

But  that's  not  all.  A  proposal  sug- 
gested by  Senator  David  Durenburger 
(R-Minn.)  would  enjoin  corporations 
from  using  TBTs  to  reduce  their  tax 
liability  by  more  than  50%.  Would 
that  help  boost  Treasury  revenues? 
Probably  not,  because  the  TBTs  that 
GE  would  have  to  pass  up  would  no 
doubt  be  purchased  by  someone  else 
with  income  to  shelter.  About  the 
only  advantage  of  the  limitation 
would  be  that  Congress  could  claim  it 
had  cracked  down  on  corporate  tax 
evaders. — Ellyn  Spragins 


Sprint 
same^day 
delivery 
makes 
"tomorrow" 

a  thing 
of  the  past* 


Easterns  Sprint  same-day  service  carries  more  than 
small  packages.  It  also  carries  a  remarkable  guarantee: 

You  get  same-day  service.  Or  you  get  your  money  back. 
(Provided,  of  course,  the  specific  flight  is  scheduled  to  arrive 
before  midnight. ) 

We  have  Sprint  service  to  over  90  cities  nationwide, 
with  over  1,200  flights  daily.  For  details,  rates  and  flight 
information,  call  Eastern  Airlines. 

Also  ask  about  Sprint  service  to  international 
destinations.  If  you're  interested  in  pickup  and  delivery 
service  in  the  U.S. ,  call  800-336-0336,  toll-free. 
®  1982  Eastern  Air  Lines,  Inc. 
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Charles  Mechem  of  Taft  Broadcasting  is 
out  to  prove  he  doesrit  shoot  from  the  hip. 
Trouble  is,  for  someone  with  a  grand  strat- 
egy), he  packs  a  mighty  fast  gun. 


"We  want 
some  respect" 


By  Thomas  Jaffe 


Hard-charging  Charles  Me- 
chem has  been  a  regular  ball  of 
fire  ever  since  taking  over  as 
chief  executive  of  Cincinnati's  Taft 
Broadcasting  Co.  in  1967.  Over  the 
past  14  years  he  has  bought  nearly 
half  of  the  Philadelphia  Phillies;  ac- 
quired one  movie-  and  three  televi- 
sion-production houses,  plus  a  dis- 


tributor of  TV  programming;  pur- 
chased two  more  television  and  four 
more  radio  stations — all  at  a  cost  of 
$81  million.  He  also  formed  a  cable 
TV  partnership  that  will  spend  up  to 
$175  million  to  acquire  and  develop 
regional  systems — so  far,  in  Massa- 
chusetts and  Michigan.  Then  there  is 
Kings  Island,  an  Ohio  amusement 
park  opened  ten  years  ago  at  a  cost  of 
$35  million.  Taft  also  has  a  75%  inter- 


est in  Wonderland,  a  new  $100  mil- 
lion-plus park  outside  Toronto. 
Meanwhile,  in  a  joint  venture,  Me- 
chem bought  and  sold  yet  another 
park,  and  took  over  fully  two  more 
that  have  always  struggled  to  break 
even.  Along  the  way  he  put  $5  million 
into  a  20%  position  in  fast-growing 
Kinder-Care  Learning  Centers. 

What  is  Mechem  up  to,  taking  little 
$358  million  Taft  Broadcasting  into 
all  these  glamorous  businesses?  (Me- 
chem, a  51 -year-old  former  lawyer,  is 
not  a  member  of  the  founding  family; 
Dudley  Taft  is  president.)  "I'm  not  a 
gambler,"  Mechem  says.  "I'm  just  a 
fairly  conservative  midwestern  busi- 
nessman." You  wouldn't  know  it 
from  the  numbers.  Taft's  15.4%  aver- 
age return  on  equity  for  the  past  five 
years  is  still  well  below  average 
among  the  major  broadcasters,  al- 
though it's  admittedly  a  slight  im- 
provement over  the  12.5%  average  re- 
turn Mechem  turned  in  over  the  pre- 
ceding five  years.  And  while  earnings 
for  the  fiscal  year  ended  March  were 
up  32%,  to  $38.8  million,  or  $3.82  per 
share,  some  40%  of  that  gain  came 
from  the  Kinder-Care  shares. 

Predictably,  Wall  Street  has  reacted 
to  all  this  with  a  mixture  of  confusion 


Taft  Broadcasting  Chairman  Charles  Mechem 

"I'm  rust  a  gambler.  I'm  just  a  fairly  conservative  midwestern  businessman." 
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THE  STRONG  BANKERS  = 


America's  strongest  big  bank  is  not  in  New  York.  Of  the  country's  50  largest  banks, 
AmenTrust  is  first  in  the  ratio  of  equity  to  assets.  That's  the  kind  of  management 
that  can  make  a  real  difference  when  you  need  a  strong  financial  partner. 
AmenTrust,  Cleveland,  Ohio. 


E*E  Hutton  simplifies  life  with  Apples* 

Life  is  full  of  unexpected  complications.  And  EE 
Hutton  Life  Insurance  found  an  innovative  way  to  help  its 
customers  deal  with  them.  Universal  Life. 

For  the  first  time,  you  could  change  your  premiums  ar 
coverage  as  your  needs  or  family  size  or  tax  bracket  changec 
All  the  while  earning  tax-advantaged  returns  on  your  policy 
cash  value  at  near  money  market  rates. 

But  because  it  required  lengthy  computations  to 
customer-tailor  each  policy  the  program  was  not  living  up  tc 
its  full  potential. 

Their  powerful  Home  Office  computers  could  zip 
through  the  numbers,  but  couldht  give  agents  the  instant 
response  and  flexibility  they  needed. 


I      Then  Hutton  Life  president,  Alan  Richards,  decided 
p  put  computer  power  in  the  hands  of  the  individual  agent. 
Vith  Apple®  Personal  Computers. 

Now  Hutton  can  show  you  several 
Sanations  on  the  Universal  Life  theme, 
n  minutes  instead  of  days.  So  its  I 
aonestly  easier  to  pick  the  best  policy  ^ 

Over  300  Hutton  Life  agents  m 
tcross  America  have  started  using  Apples.  Productivity  has 
soared  800%.  And  E.F.  Hutton  is  the  clear  leader  in  Universal 
Life,  even  though  many  larger  insurance  companies  have 
umped  on  the  bandwagon. 

Field  agents  also  use  their  Apples  for  word  processing, 
individual  accounting,  financial  analysis,  and  general 
oookkeeping. 

And  the  Home  Office  just  introduced  Micro-Courier™ 
Electronic  mail  software,  which  lets  any  Apple  send  just  about 
nything,  from  graphics  to  novels,  over  standard  phone 
dnes.  At  the  speed  of  light.  Not  mail. 
I       Whatever  your  area  of  endeavor,  an  Apple  can  help 
fou  get  a  better  return  on  time  invested. 

There  is  more  software  for  Apples  than  for  any  other 
bersonal  computer  you  can  buy.  And  over  1,100  authorized 
ull  service  dealers  nationwide  — including  our  new  National 
Recount  Support  Dealers. 

Listen  to  one  for  an  hour  or  so.  And  your  future  is  insured. 


fhe  personal  computer. 


J  800-538-9696  ( in  California  call  800-662-9238)  for  the  authorized  Apple  dealer  nearest  you.  Or  write:  Apple  Computer  lnc  ,  Advertising  and  Promotion  Dept.,  20525  Manani  Avenue.  Cupertino, 
i  95014  Micro-Courier  is  a  trademark  of  MicroCom  Inc.  for  more  information  regarding  Micro-Courier,  contact  MicroCom  lnc  ,  1400-A  Providence  Hwy,  Norwood.  MA  02062.  (617)  762-9310. 


It  died  of  unnatural  causes. 


T-oo  many  factories  in  too 
many  American  cities 
are  dying.  Unnecessarily 
and  prematurely.  They  are 
the  products  of  an  unproduc- 
tive economy.  Our  economy 

Not  long  ago,  we  all 
thought  it  just  couldn't  hap- 
pen here. 

The  fact  is,  however,  that 
the  United  States  has  the 
highest  percentage  of  obso- 
lete  plants,  the  lowest  per- 
centage of  capital  investment 
and  the  lowest  growth  of  pro- 
ductivity of  any  major  indus- 
trial country. 

That  didn't  happen  over- 
night, of  course.  This  chart 
points  out  just  how  much, 
and  how  rapidly,  our  econ- 
omy has  declined: 


Comparing  the  early  60's 
with  the  late  70s,  America's 
average  annual  growth  in 
productivity  was  lower  Py 
85%.  Allowing  tor  inflation, 
real  investment  growth  in 
plants,  machinery  and 
equipment  dropped  By  74%. 

No  one  can  expect  labor 
to  produce  without  tools.  But 
since  1975,  there's  been  a 
steady  decline  in  the  amount 
of  capital  per  worker  in  this 
country. 


A  close  examination  of  our 
economic  illness  points  to 
one  major  cause:  An  over- 
dose of  government. 

Ever  increasing  levels  of 
government  spending  and 
borrowing  have  squeezed 
productive  industry  out  of 
credit  markets. 

Without  credit,  businesses 
cannot  buy  the  plant  and 
equipment  they  need  to  ex- " 
pand  and  increase  their 
productivity. 

This  chart  shows  the  grow- 
ing impact  of  government 
borrowing  as  a  percentage  of 


GNP  and  of  total  borrowing 
over  a  thirty-year  period: 


AVERAGE  FEDERAL  GOVERNMENT 
BORROWING  AS  A  %  OF 


GNP 


50  s  60s  70' 


mil 


As  the  government  ex- 
panded its  borrowing,  private 
industry  cut  back.  To  reverse 


this  trend,  growth  in  govern- 
ment spending  must  be 
slowed  in  the  years  ahead. 

Hidden  in  all  these  statis- 
tics are  countless  human 
losses:  Lost  jobs,  lost  in- 
comes-lost dreams. 

We're  WR.  Grace  &  Co., 
a  $61/2  billion  company  pro- 
ducing chemicals,  natural 
resources  and  consumer 
products.  Even  though  our 
interests  are  worldwide,  we 
consider  the  loss  of  any 
American  industry  a  death  in 
the  family.  And  we  believe  we 
all  have  a  responsibility  to 
revive  productivity  at  home. To 
do  that,  we  must  invest. 

Our  own  capital  expendi- 
tures through  the  years  testify 
to  that  belief.  From  1965- 
1975,  our  average  annual 
increase  in  capital  expendi- 
tures was  8:9%.  From  1975- 
1981,  we  averaged  an  18.7% 
increase  per  year. 

And  now,  by  cutting  taxes, 
eliminating  excess  regulation 
and  by  providing  the  impetus 
to  reduce  the  size  of  the  fed- 
eral government,  President 
Reagan  has  supplied  us  all 
with  new  incentives.  We  must 
make  the  most  of  them 
immediately. 

The  drive  and  dreams  that 
first  built  America's  factories 
are  needed  now  to  unlock  a 
productive  future  for  our  nation 
And  each  of  us  holds  the  key. 


GRACE 

One  step  ahead 
of  a  changing  world. 


W  R.  Grace&  Co  .  11 14  Avenue  of  the  Americas.  New  York.  N  Y.  10036 


and  boredom.  At  a  recent  30,  Taft 
shares  traded  at  only  8  times  earnings, 
compared  with  a  multiple  of  15  times 
for  competitors  like  Storer  and  Cox. 
True,  both  of  them  are  in  the  forefront 
of  the  cable  industry.  But  Taft  has  a 
stake  there,  too. 

Some  have  said  Mechem  would 
have  done  better  had  he  stuck  to 
broadcasting.  Taft  owns  7  TV  stations 
from  Birmingham  to  Buffalo;  11  in 
radio.  Even  though  the  group's  operat- 
ing margins  have  dropped,  from  44% 
to  36%  in  three  years,  Taft  still  is 
earning  about  as  much  as  comparably 
sized  broadcasters.  And  broadcasting 
still  accounts  for  54%  of  corporate 
profits  on  just  35%  of  revenues. 

Says  Mechem:  "I've  spent  money  to 
position  us  for  the  future.  Otherwise, 
I  would  have  sold  everything  but  the 
TV  stations,  and  then  sat  back  and 
talked  about  how  great  we  are." 

In  entertainment,  Mechem  wanted 
the  capacity  both  to  produce  and  dis- 
tribute television  shows.  Taft  already 
owned  $40  million  (sales)  Hanna-Bar- 
bera,  the  leader  in  TV  animation, 
which  created  Tf)e  Flintstones,  Yogi 
Bear,  Scoohy-Doo  and  more.  But  he 
wanted  to  crack  the  adult  market  as 
well.  To  that  end  Taft  paid  $13.5  mil- 
lion for  QM  Productions,  whose  past 


hits  include  The  Fugitive  and  Barnahy 
Jones.  Mechem  also  saw  how  hot  the 
syndication  market  is. 

Presto:  Worldvision  Enterprises,  ac- 
quired for  $13  million  in  stock.  In 
addition  to  holding  U.S.  selling  rights 
for  the  future  syndication  of  such 
winners  as  Little  House  on  the  Prairie 
and  The  Love  Boat,  it  is  the  overseas 
distributor  of  other  top-rated  series 
like  Da/las.  The  strategy  is  working. 
Last  year  entertainment  sales  were  up 
20%,  to  $102  million,  operating  prof- 
its nearly  doubled  to  $16  million. 

This,  despite  Taft's  motion  picture 
gambit,  which  so  far  looks  shaky.  Al- 
though they  eventually  will  turn  a 
profit  from  sales  to  the  networks,  who 
remembers  duds  like  Hangar  18  or  The 
Boogens7.  But  Mechem  isn't  discour- 
aged. "I  said  from  the  start  we  would 
only  make  four  or  five  films  a  year 
costing  no  more  than  $5  million  to  $7 
million  apiece.  I  never  set  my  sights 
higher.  If  I  wanted  to  frolic  in  Holly- 
wood, I  could  have  justified  moving 
our  headquarters  to  Beverly  Hills 
years  ago,  because  Hanna-Barbera  is 
there.  That  style  just  isn't  my  bag." 

What  is  his  bag  is  amusement  parks, 
a  business  Mechem  feels  has  more 
growth  potential  than  others  would 
seem  to  think.  He  cites  Wonderland, 


President  Dudley  Taft 

Keeping  a  hand  in  the  family  business. 


whose  opening  season  had  attendance 
of  around  2  million,  sales  of  $40  mil- 
lion and  operating  profits  of  some  $5 
million.  Mechem  also  is  betting  that 
Kings  Dominion  and  Carowinds,  two 
parks  in  Virginia  and  North  Carolina 
formerly  50%  owned  by  supermar- 
keter  Kroger,  will  turn  around  now 
that  Taft  has  full  control.  It  is  quite  a 
gamble,  for  during  the  five  years  prior 
to  buying  out  Kroger  in  1981,  Taft 
invested  nearly  $35  million  in  these 
parks  as  its  share  of  the  joint  venture, 
and  it  suffered  a  pretax  loss  of 
$150,000. 

Still,  Mechem  is  comforted  some 
by  the  fact  that  his  amusement  parks 
last  year  threw  off  around  $40  million 
in  cash  flow — nearly  as  much  as  the 
broadcasting  business.  The  company 
has  announced  that  the  group  intends 
to  spend  no  more  than  this  on  annual 
capital  improvements.  As  a  result,  the 
rest  of  the  profits,  which  presumably 
will  increase  as  Wonderland  estab- 
lishes itself,  can  go  to  the  building  of 
miniparks.  Based  on  the  Hanna- 
Barbera  Lands  already  popular  at  oth- 
er Taft  facilities,  these  would  be  parks 
designed  for  small  children.  The  price 
tag:  $15  million  each. 

Says  Mechem  of  the  minipark  plan: 
"Maybe  this  kind  of  idea  will  start  to 
convince  everybody  that  what  we 
have  been  doing  here  is  thoughtful 
and  cohesive,  not  helter-skelter."  The 
same  goes  for  the  $15  million  acquisi- 
tion of  47.5%  of  the  Phillies  last  fall 
(Forbes,  Dec.  7,  1981).  "People  have 
asked  me,  'Are  you  on  some  sort  of 
sports  ego  trip?  Do  you  want  to  min- 
gle in  the  locker  room?'  "  chuckles 
Mechem.  "Hell,  no.  It's  one  of  the 
most  practical  acquisitions  we  ever 
made."  Here's  why:  Taft  owns  an  in- 
dependent TV  station  in  Philadelphia. 
For  nine  years,  starting  in  1984,  it  will 
broadcast  all  away-games.  Not  only 
does  that  guarantee  240  hours  of  high- 
ly rated  programming  per  year,  base- 
ball can  help  boost  the  station's  over- 
all performance,  since  other  shows 
can  be  promoted  during  that  time. 
Taft  estimates  that  the  Phillies  games 
will  increase  its  station's  operating 
profits  $3.5  million  a  year.  That 
means,  of  course,  that  the  station's 
performance  alone  will  end  up  paying 
for  the  acquisition.  And  this  doesn't 
even  include  the  future  disposition  of 
cable  rights. 

"You  see,  we  are  practical!"  says 
Mechem  impatiently.  "We  do  have 
our  feet  on  the  ground.  And  we  want 
some  respect." 

That  song  is  likely  to  fall  on  deaf 
ears  until  Charles  Mechem  can  pro- 
duce better  results  than  he  has  over 
the  past  14  years.  ■ 
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Another  Tenneco  Venture: 


TENNECOJ 


Unlocking  buried  treasure  in  Sabine  Pass. 

Working  round  the  clock,  Tenneco  went 
from  signing  the  lease  to  producing  energy 
in  the  Gulf  of  Mexico  in  just  over  2  years. 


From  signing  the  lease  to  developing  a  produc- 
ing well  is  a  long,  hard  journey  and  a  risky  one. 
Not  every  well  we  drill  produces.  And  the 
production  isn't  always  what  we'd  hoped.  On 
dry  land,  five  years  is  considered  good  time 
to  get  newly  leased  raw  land  into  production. 
Offshore,  it  often  takes  seven.  In  Sabine  Pass, 
Tenneco  achieved  the  extraordinary  by  drilling 
50  feet  beneath  the  waves,  penetrating  more 
than  two  miles  under  the  ocean  floor,  bringing 
in  producing  wells  and  laying  a  pipeline  to 
shore  in  just  over  two  years. 

Since  1978  Tenneco  has  committed  more 
than  $185  million  to  secure  leases  on  seven 
tracts  in  the  Sabine  Pass  area,  and  spent  mil- 
lions more  to  drill  wells  and  install  platforms. 
Our  first  lease,  Block  13,  began  oil  and  gas 
production  in  only  two  and  a  half  years.  Nearby 
Block  18  was  even  better.  Two  years  and  two 
months  after  we  acquired  it,  the  first  well  went 
onstream  at  37  million  cubic  feet  of  gas  per 
day — one  of  the  highest-volume  gas  wells 
in  the  Gulf. 

By  1983  at  least  six  platforms  will  be 
onstream  from  these  new  fields,  with  more 


platforms  to  be  installed  after  further  explora- 
tory drilling.  These  new  fields  will  help  ensure 
that  Tenneco  continues  as  a  major  producer  in 
the  Gulf  of  Mexico.  We're  the  second-largest 
producer  of  natural  gas  in  this  rich  area.  But 
the  Sabine  Pass  fields  are  only  part  of  our 
long-term  commitment  to  developing  American 
energy  resources. 

Tenneco  is  an  important  presence  in  the 
vast  Williston  Basin  in  the  Dakotas  and  Mon- 
tana. We  helped  develop  California's  energy- 
rich  Yowlumne  field.  We  are  also  a  leading 
explorer  in  Atlantic  waters:  in  the  Baltimore 
Canyon  off  New  Jersey  and  in  the  Georges 
Bank  area  off  New  England. 

Energy  has  always  been  Tenneco's  main 
business.  Three-fourths  of  our  income  is  from 
energy  projects.  But  we  also  supply  other 
basic  needs:  food,  automotive  components, 
ships,  chemicals,  packaging,  construction  and 
farm  equipment,  and  insurance. 

That's  Tenneco  today:  growing  in  energy 
. . .  and  more. 

For  more  information  about  Tenneco,  write  to  Dept.  F-2, 
Tenneco  Inc.,  P.O.  Box  2511,  Houston,  TX  77001. 


The  more  thought 
your  investments  need, 

the  more  you 
need  Kidder,  Peabody. 


Copyfigui  i982Kidder  Peabodv»Co  Incorpofa 


Kidder;  Peabody 
thinks  twice. 


You've  been  thinking  about 
lightening  up  your  position  in  a 
particular  regional  bank  stock. 
But  you' re  afraid  that  if  you  call 
your  broker,  he'll  agree— too 
quickly.  And  that'll  be  the  end  of  it. 

Not  if  you  do  business  with 
Kidder,  Peabody. 

Because  when  the  stakes  are 
high,  and  the  decisions  are  big, 
we  provide  you  with  two  layers  of 
linking  to  help  you  make  the 
right  decision. 

First,  from  your  Kidder, 


Peabody  stockbroker,  a  profes- 
sional like  Wes  Dunn.  He  has 
over  20  years  of  investment 
experience  in  our  New  York  off  ice. 

Second,  from  a  specialist,  like 
over-the-counter  trader  John 
Giesea.  His  sensitivity  to  the 
trading  activities  of  OTC  stocks  in 
his  region  enables  him  to  help  our 
customers  get  the  best  prices— 
whether  buying  or  selling. 

Stocks,  bonds,  Ginnie  Maes, 
options,  tax  shelters.  Whatever 
you're  into  (or  out  of)  Kidder, 


Peabody  has  the  people  who  can 
take  the  time  to  help  you  think 
and  re-think  your  position. 

We  think  this  is  a  very  respons- 
ible approach  to  our  business. 

We  hope  it'll  make  you  think 
twice  about  where  you  take  your 
business. 


Hi  Kidder,  Peabody 
I  |&C°' 


NCORPORATED 
FeunM  )86b 

Mtmhtft  Ntu  York  anAAmt'ut*  Stok  ExtkaUfti 

— over  t>0  offices  worldwide  — 


Painfully,  but  with  apparent  success,  Textron  is  changing  from  a 
prototypical  conglomerate  into  a  growth-from-within  industrial 
company.  Its  as  inevitable  as  a  choirboy's  becoming  a  baritone. 


Molting  time 
at  Textron 


'hat  happens  to  con- 
glomerates when  they 


IIF 

■JHI  lose  the  driving  human  force  that  put  them 
^■■V  together?  The  point  ot  this  story  is  that  eon 

Wv  mm  glomerates,  as  conglomerates,  are  probably 
not  viable  in  the  long  term.  That,  like  Jimmy  Ling's  Ling- 
Temco-Vought  conglomerate,  they  must  in  the  end  shed 
their  most  disparate  parts  and  settle  down  as  ordinary 
operating  companies. 

Providence,  R.I.'s  pioneering  Textron  Inc.  is  a  fascinat- 
ing case  in  point.  Well  into  the  Seventies,  Textron  was  the 
model  conglomerate.  Other  conglomerates  went  wrong, 
disastrously  wrong — from  LTV  to  U.S.  Industries — but 
Textron  was  there  to  prove  that  the  problem  with  con- 
glomeration was  not  the  idea  but  the  execution.  By  the  late 
Sixties,  Textron  was  regularly  earning  upward  of  20%  on 
equity^a  spectacular  return  in  those 
low-inflation-rate  days — and  posting 
annual  earnings  gains  of  19%.  Tex- 
tron was  not  only  one  of  the  most 
profitable  and  fast-growing  of  the  con- 
glomerates, it  was  one  of  the  most 
profitable  and  fast-growing  compa- 
nies in  all  of  U.S.  industry. 

But  no  more.  These  days  Textron  is 
not  what  it  used  to  be.  Its  revenues, 
over  $3  billion  this  year,  have  barely 
kept  up  with  inflation.  Its  earnings  in  recent 
years  have  grown  on  average  a  mere  4.9%  a 
year,  vs.  12.5%  for  U.S.  industry.  Its  once-lofty 
return  has  dwindled  to  13.3%,  vs.  15.5%  for 
industry  at  large,  and  seems  headed  much 
lower.  The  immediate  villain  is  the  current 
recession,  but  that's  no  excuse;  a  company  | 
like  Textron  was  supposed  to  be,  if  not  reces 
sion-proof,  at  least  recession-resistant.  Four 
years  ago  Textron  was  hoping  to  earn  $200 
million  this  year.  But  if  the  49%  drop  in  first- 
quarter  earnings  is  any  indication — and  Robert 
P.  Straetz,  who  took  over  as  chief  executive  two 
years  ago,  concedes  it  may  be — Textron  will  be 
lucky  to  earn  even  half  that,  a  good  third  less 
than  last  year's  $152  million.  Textron's  earn- 
ings slipped  only  moderately  in  the  1961,  1970- 
71  and  1975  recessions.  But  in  1981  and  1982, 
Textron  proved  considerably  more  vulnerable 
than  the  economy  at  large. 

What  went  wrong?  The  answer  lies  in  histo- 
ry. Textron's  idea  of  nonrelated  diversification 
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was  conceived  as  far  back  as  the 
Twenties  by  Textron's  founder,  Royal 
Little,  as  a  solution  to  the  cycles  in  the  textile  industry. 
But  it  was  not  until  the  Fifties  that  Little  began  acquiring  a 
hodgepodge  of  unassociated  companies  under  the  Textron 
rubric.  In  1960,  with  his  biggest  and  most  important 
acquisition,  Bell  Aircraft,  in  the  fold,  Little  turned  the 
company  over  to  Rupert  Thompson,  a  Providence  banker 
he  had  called  in  during  1956  to  keep  a  rein  on  his  more 
irrepressible  financial  impulses.  Little  originated  the  con- 
cept of  the  company,  but  Thompson  perfected  it.  Textron, 
as  Thompson  refined  the  company,  wanted  not  only  diver- 
sification, but  balanced  diversification,  in  which  consumer 
products  balanced  industrial  goods,  the  housing  market 
offset  autos,  chain  saws  counterbalanced  silverware.  The 
goal  was  not  simply  stability,  but  a  superior  rate  of  earn- 
ings growth  as  well. 

Thompson  welded  the  idea  of  bal- 
anced diversification  to  Alfred  Sloan's 
system  for  managing  General  Mo- 
tors— decentralized  operations,  cen- 
tralized financial  controls.  He  set  rig- 
orous financial  goals  for  the  company, 
a  minimum  20%  aftertax  return  on 
equity,  and  set  out  to  achieve  them, 
upgrading  the  company's  mix  with 
higher-profit  acquisitions  as  he  went 
along,  market  leaders  in  small  industries 
mainly,  dropping  off  losers  that  failed  to  meet 
the  grade.  So,  in  many  ways,  Thompson  was 
less  a  chief  executive  than  an  asset  manager, 
and  Textron  less  an  operating  company  than 
an  investment  portfolio. 

"It  doesn't  make  any  difference  what  types 
of  products  make  up  Textron,"  Thompson 
used  to  explain,  "so  long  as  they  meet  our  goals. 
Basically,  Textron  shouldn't  be  regarded  as  a 
manufacturing  operation  at  all,  but  as  a  manage- 
ment concept.  That's  the  secret  of  our  success, 
and  that's  where  our  basic  strength  lies."  And 
what  an  assemblage  of  baby  blue  chips  Textron 
put  together:  Bell  helicopters,  Speidel  watch- 
bands,  Scheaffer  pens,  Gorham  silverware,  CWC 
castings,  Homehte  chain  saws,  Jacobsen  mowers 
and  Bostitch  fasteners. 

That  era  ended  in  1968  when  Thompson  be- 
came ill  with  cancer  and  turned  over  ''he  com- 
pany to  G.  William  Miller.  Miller  was  as  differ- 
ent from  Thompson  as  Thompson  had  been  from 
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Roy  Little.  A  self-made  man,  a  lawyer  and  Coast  Guard 
Academy  graduate,  Miller  came  to  Textron  in  the  mid- 
Fifties.  He  spent  much  of  the  Sixties  as  president,  imple- 
menting Textron's  profit-improvement  program.  He  was  a 
master  of  detail,  an  excellent  number  two  man.  Herman 
Goodman,  one  of  Textron's  largest  stockholders  and,  for 
two  decades,  a  Textron  director,  describes  him  as  "a  man 
with  a  whim  of  iron."  Miller  was  ambitious  and  deter- 
mined to  make  his  mark  on  things.  Miller  was  prepared  to 
take  a  quantum  jump,  to  extend  Textron's  reach  beyond 
manufacturing  and  to  begin  acquiring  really  large  compa- 
nies on  the  scale  of  Textron  itself. 

Within  months  after  Miller  took  over  in  1968,  Textron 
launched  a  bid  to  acquire  United  Fruit,  a  move  that  would 
have  increased  Textron's  sales  by  a  third.  Miller  was  less 
interested  in  United  Fruit's  commodity  banana  business 
than  in  the  base  it  could  provide  for  expanding  into  food 
service  and  processing.  The  United  Fruit  bid  failed;  Tex- 
tron was  outbid.  Miller  next  tried — in  1971 — to  acquire 
the  Kendall  Co.,  a  sort  of  mini  Johnson  &  Johnson,  which 
would  have  put  Textron  in  the  booming  health  care  busi- 
ness. That  effort  failed  too.  Again,  Miller  was  outbid. 
United  Fruit  went  to  AMK  and  became  United  Brands,  and 
Kendall  disappeared  into  Colgate-Palmolive. 

Miller  then  made  a  bold  and  imaginative  offer  to  acquire 
acontrolling45%  interest  in  near-bankrupt  Lockheed 
Aircraft.  Lockheed,  with  revenues  of  $3.3  billion,  was  50% 
bigger  than  Textron.  The  takeover  proposal  was  brilliantly 
designed  to  achieve  maximum  leverage  for  Textron  with 
minimum  risk.  The  deal  would  have  taken  a  mere  $85 
million  in  cash.  It  fell  through  after  nearly  two  years  of 
negotiation,  in  part  because  Miller  could  not  take  the  heat 
on  Wall  Street.  Short-sighted  analysts  turned  bearish  on 
Textron  stock  because  they  failed  to  understand  the  deal. 
Had  the  deal  gone  through,  Textron's  earnings  would  be  a 
good  deal  higher  than  they  are  now. 

By  now  the  pattern  was  clear:  Miller  was  capable  of 
brilliant  concepts  but  lacked  the  boldness  to  execute 
them.  A  few  years  later,  in  1977,  when  an  opportunity 
arose  to  acquire  Solvay's  9.6%  interest  in  Allied  Chemical, 
Textron  leaped  at  the  chance  to  acquire  2.7  million  shares 


over  a  30-month  period.  With  its  strong  position  in  North 
Sea  oil  and  gas,  Allied,  as  Miller  conceived  it,  offered  a  first 
step  toward  giving  Textron  a  major  position  in  energy.  But 
that  didn't  work  either.  Textron  acquired  only  1.44  mil- 
lion of  the  potential  2.7  million  shares,  and  the  whole 
venture  was  scuttled  after  Miller  left  to  serve  in  the  Carter 
Administration,  first  as  head  of  the  Federal  Reserve  and 
then  as  Treasury  Secretary. 

The  one  major  acquisition  Textron  did  make  in  this 
period  was  hardly  encouraging:  Clayton  Gengras'  Security 
group  of  fire  and  casualty  companies.  In  the  Sixties  and 
Seventies  the  U.S.  was  rapidly  transforming  itself  into  a 
service  economy,  and  Miller  recognized  that  Textron's 
manufacturing  skills  were  no  longer  quite  relevant  to  the 
U.S.'  major  growth  patterns.  So  he  decided  Textron  ought 
to  position  itself  in  some  way  in  the  services. 

In  those  days,  the  conglomerates  were  buying  into  insur- 
ance, and  Textron  followed  the  crowd,  acquiring  the  Secu- 
rity group  in  early  1973  for  $100  million  in  stock.  Security 
promptly  ran  into  trouble.  The  insurance  cycle  abruptly 
reversed  itself,  inflation  sent  claims  through  the  roof,  and 
regulation  kept  Security  from  raising  its  rates  correspond- 
ingly. The  company  slid  into  the  red,  and  Textron  began 
pumping  its  never-excessive  management  resources  into 
an  operation  that  demanded  more  effort  than  it  was  worth. 
Though  Textron  got  Security  back  on  its  feet  again,  it  had 
had  enough  of  services.  In  1978  it  sold  out  to  Orion  Capital 
for  $50  million  in  cash,  $12.5  million  in  six-year  notes  and 
a  fistful  of  warrants.  Textron  got  out  whole,  but  a  meager 
profit  and  a  $6.4  million  capital  gain  were  not  much  for  a 
$100  million,  five-year  investment. 

Miller's  major  new  operational  effort — the  elaboration  of 
Textron's  diversified  operations  overseas — was  only  a 
qualified  success.  Textron  did  well  with  greeting  cards 
and  business  printing  in  Australia  and  with  machine 
tools  in  Britain  and  Singapore,  but  the  company  ran 
into  problems  with  both  zippers  and  bearings  .in 
Europe.  Textron's  international  operations  were 
hardly  a  failure,  but  they  lacked  focus.  "You  have 
to  decide  where  you  want  to  be  and  go  after  it," 
Straetz  says. 
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Miller  did  have  one  unqualified 
success:  the  acquisition  in  1972  of 
American  Research  &  Development, 
Georges  Doriot's  spectacularly  suc- 
cessful high-technology  venture  cap- 
ital company.  But  this  was  not 
enough.  Textron  had  already  lost  con- 
siderable ground  as  conglomerates  fell 
out  of  investor  favor  in  the  late  Six- 
ties, and  Security  finished  it  off.  In  the 
months  after  the  acquisition  was  an- 
nounced, Textron  lost  half  its  value 
and  never  really  recovered. 

And  so  the  Miller  era  ended,  not 
with  a  bang  but  a  whimper.  Yet  it 
would  be  too  easy  to  blame  Miller.  If 
Miller  lacked  boldness  in  his  acquisi- 
tion policy,  it  was  in  good  part  because 
he  was  a  prisoner  of  Textron's  long- 
standing financial  conservatism — a 
policy  that  had  once  served  it  well. 
The  real  problem  was  that  Textron 
was  a  company  that  had  outgrown  its 
original  concept  of  itself  and  was  in 
desperate  search  of  a  new  one. 

"We  already  had  a  spread  of 
manufacturing,"  Goodman 


explains,  "and  to  buy  more  would  be 
repetitive.  We  didn't  need  it.  The  only 
places  we  have  to  go  are  into  new 
ventures  where  the  prices  are  out  of 
reach.  For  high  technology,  the  cost 
becomes  almost  astronomical." 

"We  might  have  missed  some  op- 
portunities," Straetz  agrees,  "in  not 
moving  into  some  areas  early  enough, 
like  electronics  and  machine  tools. 


Inevitable  rise, 
resistible 
decline? 


Ever  since  it  aban- 
doned the  textile  in- 
dustry in  favor  of  non- 
related  diversification  in 
1952,  Textron  has  piled 
up  one  of  the  best  growth 
and  profitability  records  in 
U.S.  business.  Over  the  past  30 
years,  the  explosion  in  sales  and 
earnings  has  been  nearly  as  ex- 
traordinary as  the  high  return 
on  equity  Textron  has  main- 
tained in  most  years  since  the 
mid-Sixties.  But  times  have 
changed.  The  company  has  lost 
ground,  especially  since  the  re- 
cession got  going;  Textron  is 
abandoning  its  conglomerate 
approach  for  a  more  conven- 
tional manufacturing  posture. 
Will  the  change  be  for  the  bet- 
ter? That  remains  to  be  seen. 


3.24 

ut  we  didn't  miss  many." 
In  1 979,  the  year  after  Miller  went  to 
Washington,  Textron  turned  in  its  big- 
gest if  not  its  best  year.  But  the  party 
was  over.  Thereafter,  Textron  was  vul- 
nerable to  everything — the  recession, 
the  auto  slump,  high  interest  rates, 
even  the  high  price  of  silver — and  divi- 
sion after  division  turned  down  (see 
chart,  p. 104).  Textron  turned  out  to  be 
doubly  exposed.  Not  only  did  it  serve 
those  areas  most  susceptible  to  the 
recession — automobiles,  or  capital 
goods — it  served  some  markets  highly 
vulnerable  to  high  interest  rates  as 
well — helicopters,  machine  tools.  In 
two  years  Textron's  operating  income 
dipped  nearly  20%,  from  $347  million 
to  $286  million,  and  this  year  seems 
headed  even  lower. 

Textron  might  have  been  some- 
what less  exposed  if  its  financial  disci- 
pline had  not  also  weakened.  Textron 
had  grown  lax  about  maintaining  the 
financial  goals  it  had  set  for  itself.  The 
deterioration  was  disguised,  insofar  as 
inflation  overstated  profits  and  in- 
creasingly understated  equity,  but 
Textron  settled  for  less.  In  the  Fifties 
and  Sixties  Textron  got  rid  of  oper- 
ations that  didn't  meet  its  financial 
standards,  but  in  the  Seventies  the 
pruning  slowed.  Says  Herman  Good- 
man: "There's  no  doubt  that  we  didn't 
adhere  to  the  policy  of  getting  rid  of 
companies  at  the  first  sign  of  danger." 

The  longer  it  held  on  to  a  losing 
unit,  the  more  committed  Textron 
became  to  it.  Problems  developed  at 
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Talon  (zippers)  and  Polaris  (snowmobiles)  as  far  back  as 
1973  and  1974,  but  Textron  learned  to  live  with  them. 

"If  we  have  a  fault,"  says  Straetz,  a  shrewd,  tough, 
almost  relentlessly  amiable  man,  "it's  that  we  have  a  hell 
of  a  lot  of  patience.  If  we  have  a  problem,  we  try  to  correct 
it.  Over  the  years,  very  seldom  has  Textron  literally  given 
up  and  redeployed  some  of  its  assets." 

Textron  did  try  to  sell  Polaris  seven  or  eight  years  ago 
but  failed  to  find  a  buyer.  "Let's  face  it,"  Goodman  says, 
"the  kind  of  stuff  we  had  to  sell,  you  have  to  sell  to  a 
sophisticated  buyer.  A  sophisticated  buyer  is  going  to  take 
your  hide  off  if  he  knows  you  want  to  get  rid  of  a  company. 
Rather  than  lose  $40  million  by  selling,  you  tell  yourself, 
'We're  only  losing  $2.5  million  or  $3  million.  We  can 
afford  to  hold  it  another  two  or  three  years  and  see  what 
the  hell  happens.'  " 

So  Textron  held  on,  and  the  problems  mounted,  and  by 
the  time  Bob  Straetz  and  Beverly  Dolan  took  over  from  the 
late  Joseph  Collinson  in  1980,  as  chairman  and  president 
respectively,  Talon,  Polaris  and  Burkart,  which  made  auto- 
cushioning  materials,  were  losing  money.  Textron  had 

serious  problems  that  af-   

fected  $260  million  in  rev- 
enues, $22  million  in  op- 
erating losses  and  some- 
thing like  $223  million  in 
assets. 

Of  the  five  divisions 
eventually  sold,  three 
were  losing  so  badly  that 
Textron  despaired  of  sal- 
vaging them,  and  in  1980 
it  wrote  them  all  off  for 
$70  million  after  taxes. 

The  big  loser  was  Tal- 
on, once  the  world's  num- 
ber one  zipper  producer. 
For  five  or  six  years  after 
Textron  acquired  it  in 
1968,  the  company  was 
one  of  Textron's  biggest 
moneymakers.  But  then 
dress  styles  and  lifestyles 
began  to  change.  The 
home-sewing  market  fell 
to  pieces,  jeans  supplant- 
ed dresses  and  Japan's 
YKK  broke  into  the  mar- 
ket with  a  competitively 
priced  product.  "Talon 
was  overcome  by  compe- 
tition," Straetz  says,  "and 
a  change  in  style.  There 
isn't  much  you  can  do 
about  that."  Herman 
Goodman  is  less  sympa- 
thetic. "For  a  company 
like  Textron,"  he  says, 
"it's  not  enough  to  react, 
you  have  to  anticipate  it. 
That's  how  we  lost  out  in 
Talon.  We  reacted  instead 
of  anticipating." 

So  Talon  went,  and  Po- 
laris, and  Burkart.  There 
are  still  laggards  in  the 
mix — Speidel,  Sprague 
(gas  meters),  Spencer  Kel- 
logg (specialty  chemicals 


Down,  down,  down 


As  the  economy  moved  into  recession,  the  cycles  in 
Textron's  manufacturing  businesses  did  not  turn  down 
simultaneously.  While  operating  earnings  in  most  divi- 
sions fell,  helicopters  held  steady  for  a  period,  and  ma- 
chine tools  rose  sharply.  This  year,  outdoor  products  are 
up  when  almost  everything  else  is  off.  But  the  overall 
trend  is  downward — dramatically  so,  if  Textron's  annual- 
ized first  quarter  proves  symptomatic  of  the  year. 


and  oilseed  products),  among  others. 

It  would  be  easy  enough  to  write  Textron  off  as  a 
company  whose  time  has  come  and  gone,  but  this  would 
be  wrong.  Textron  is  very  far  from  being  adrift  and  lethar- 
gic. It  is  going  through  painful  change,  but  that  is  not  the 
same  as  going  into  decline. 

The  original  concept,"  Chairman  Straetz  says,  "was  a 
financial  one.  Roy  Little  was  a  marvelous  dealmaker, 
and  without  his  dealmaking  capacity  there  wouldn't  have 
been  a  Textron.  And  then  Rupe  Thompson  was  brought  in 
from  a  bank,  and  he  gave  the  company  credibility,  particu- 
larly on  Wall  Street.  Bill  Miller  brought  form  to  the  corpo- 
ration, discipline,  and  started  the  swing  toward  the  oper- 
ational side.  Bev  and  I  are  the  first  that  are  truly  Operating 
people.  Bev  started  his  own  company,  he's  an  entrepre- 
neur, and  he  ran  it.  I  came  up  through  the  marketing  end 
and  ran  Homelite.  We  walk  into  a  plant,  and  we  know 
what  goes  on  there.  It's  the  first  time  Textron  has  had 
somebody  like  that." 

So  there  it  is — the  metamorphosis  of  Textron — from 
conglomerate  into  operating  company. 

"There's  an  inevitabil- 
ity about  it,"  says  Good- 
man. "Like  a  choirboy 
turning  into  a  baritone." 
As  operators,  Straetz  and 
Dolan  have  already  begun 
reshaping  the  company  in 
their  image.  The  result  is 
likely  to  be  a  much  more 
conventional  company, 
something  more  akin  to  a 
Bendix  or  a  Borg-Warner 
than  to  the  old  Textron — 
not  a  conglomerate  but  a 
diversified  manufacturing 
company.  "Some  of  that 
concept  of  nonrelated  di- 
versification still  exists," 
Straetz  says,  "but  we're 
trying  to  make  Textron  a 
more  focused  company. 
It's  the  first  time  Textron 
has  said,  'Okay,  let's  refine 
what  we  have  and  see  if  it 
can  make  them  cohesive 
groups.'  "No  longer  a  con- 
cept, as  Rupe  Thompson 
used  to  call  it,  but  a  manu- 
facturing business  with  24 
divisions  spread  across  7 
industries. 

Straetz  and  Dolan  have 
great  strengths  to  build 
on.  The  Bell  division's 
UH-1  Huey  helicopters 
were  the  stars  of  the  Viet- 
nam War,  and  when  the 
war  ended,  Bell  showed 
remarkable  skill  in  culti- 
vating new  markets.  In 
the  Seventies  Textron  re- 
placed its  Vietnam  vol- 
ume with  commercial 
business  in  the  U.S.  and 
military  business  over- 
seas, especially  in  Iran. 
When  the  Shah  fell  and 
cost  Textron  much  of  the 
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EXPRESS  MAIL  INTRODUCES 
MORE  FOR  LESS. 


The  2-Pound  Puk. 
$9.35  overnight. 

Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  new  flat  rate  that  lets  you 
send  up  to  2  pounds  overnight,  anywhere  we 
go,  for  only  $9.35. 

It's  called  the  2-Pound  Pak,  and  it  actu- 
ally costs  less  than  some  carriers  charge  to 
send  a  few  ounces.  And  a  lot  less  than  the 
$20.00  or  so  they  charge  to  send  2  pounds.  So 
you  save  on  everything  from  the  lightest  let- 
ter to  a  big  2-pound  report. 

But  saving  is  just  one  reason  people  use 
Express  Mail  Next  Day  Service.  Reliability  is 


another.  We  now  deliver  70,000  overnight 
packages  and  letters  on  time,  every  day. 

And  Express  Mail  Service  is  easy  to 
use,  too.  We  have  convenient  drop  off  boxes 
in  dozens  of  locations  around  town.  You 
can  also  find  us  in  over  3,000  Post  Offices  in 
1,200  cities. 

So  for  important  overnight 
letters  and  packages,  try  the  new 
Express  Mail  2-Pound  Pak.  It  lets 
you  send  a  lot  more  overnight. 
For  less. 
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ONE  COMPANY  HAS  CREATED 
THE  ONLY  FLYING  ELECTRONIC  WARRIORS 

IN  THE  FREE  WORLD. 

THE  COMPANY  IS  GRUMMAN. 


Two  of  the  most  sophisticated  military 
aircraft  in  the  skies  today  are  armed  not  with 
missiles  but  with  electrons. 

They're  both  built  by  Grumman.  The 
carrier-based  EA-6B  for  the  Navy  and  Marine 
Corps;  the  EF-111  for  the  Air  Force.  In  each 
case,  their  primary  mission  is  to  provide  the 
electronic  countermeasures  that  can  blind  an 
enemy  to  the  movements  of  surface  fleets  and 
airborne  strike  forces. 

The  way  these  aircraft  do  it  is  with  tactical 
jamming  systems.  Highly  powerful  systems 
that  can  disrupt  hostile  early  warning  radar, 
communications,  and  radar-controlled  weap- 
ons. Constantly  updated  systems  that  can 
provide  coverage  throughout  the  entire  spec- 
trum of  tactical  missions  and  radar 
suppression  requirements. 

Providing  electronic  warriors  with 
capabilities  like  these  requires  a  host  of  tech- 
nologies. Coming  soon:  an  electronic 
countermeasures  system  for  an  Army  helicop- 
ter, as  well  as  an  aircraft  that  flies  on  a  wing 
that  sweeps  forward  instead  of  back.  So 
whether  it's  keeping  today's  aircraft  preemi- 
nent or  making  tomorrow's  unmatched,  we 
have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 

GRUMMAN 


Sold— and  sold  again 


Tlhe  New  England  adage  "Fix  it 
up,  wear  it  out,  make  it  do" 
never  used  to  apply  to  Textron  ac- 
quisitions. If  a  division  didn't  meet 
profit  goals,  out  it  went — without 
hesitation — to  free  up  money  for 
more  promising  buys.  Even  Amcr- 
otron,  the  last  remnant  of  Tex- 
tron's  original  textile  business, 
was  sold  in  1963  to  Deering  Milh- 
ken  when  it  failed  to  measure  up. 

How  have  those  divisions  fared 
after  being  sold?  Not  spectacular- 
ly, for  the  most  part.  Some  didn't 
"fit"  the  companies  that  bought 
them.  Others  languished.  A  good 
number  ended  up  being  sold  again. 

Textron's  ill-fated  Security  In- 
surance Group,  for  example,  is  still 
having  problems  at  Orion  Capital, 
successor  to  Equity  Funding, 
which  bought  it  for  its  tax-loss  car- 
ryforwards— some  $15  million  in 
the  first  year.  Last  year,  Security's 
aftertax  earnings  were  the  lowest 


they  have  been  since  the  company 
was  acquired — and  less  than  half 
the  1980  level— S4.3  million. 

Whittaker  Corp.  was  building  a 
conglomerate  of  its  own  when  it 
bought  Nuclear  Metals  from  Tex- 
tron in  1966,  and  sold  it  five  years 
later  to  a  group  of  private  investors 
and  the  company's  management. 
Wilson  Foods  bought  Textron's 
Caroline  Foods,  a  chicken-process- 
ing company,  in  1969,  restructured 
it  and  sold  it  off  in  1978  with  the 
rest  of  the  company's  poultry  oper- 
ations to  Tyson  Foods.  Photek, 
Textron's  photocopying  business, 
was  sold  in  1962  to  a  supplier,  Or- 
chard Paper.  "It  was  a  bad  buy," 
says  Robert  Orchard,  chairman  of 
what  is  now  Orchard  Corp.  of 
America.  "We  struggled  with  it  for 
three  years,  and  then  we  liquidated 
it.  We  lost  a  million  dollars." 

There  are  exceptions.  Kordite, 
originally   a   plastic  clothesline 


manufacturer,  was  sold  to  Nation- 
al Distillers  &  Chemical  in  1958 
and  resold  soon  after  to  Mobil, 
where  it  became  the  cornerstone  of 
that  company's  new  plastics  divi- 
sion. Hall  Mack,  a  maker  of  bath- 
room accessories,  has  also  fared 
well.  It  is  now  thriving  as  part  of 
Scovill's  NuTonc  Housing  Group, 
after  being  sold  in  1975. 

Textron's  most  recent  divesti- 
tures are  in  flux.  Three  compa- 
nies— Willco,  a  German  hearing- 
aid  manufacturer;  Talon,  the  zip- 
per company;  and  Burkart,  an 
automotive  cushioning  maker — 
were  sold  last  year  to  Nucon  Hold- 
ings for  $68  million.  Nucon,  a  pri- 
vate group  that  includes  James 
Robison,  a  longtime  business  asso- 
ciate of  Royal  Little's,  has  sold 
Willco,  about  half  of  Burkart  and 
most  of  Talon's  foreign  operations. 
It  has  also  cut  the  remaining  oper- 
ations by  half— Janet  Bamford 


business  it  was  counting  on  to  carry  it  through  the  Eight- 
ies, Bell  was  flexible  enough  to  redeploy  its  forces  in 
commercial  markets,  which  now  provide  close  to  70%  of 
sales,  vs.  30%  only  a  few  years  ago.  Bell  had  a  line  of 
commercial  models  going  into  production — the  222,  the 
412,  and  now  the  214ST — which,  after  the  1979  oil  price 
increase,  caught  the  upsurge  in  demand  for  aircraft  to  serve 
offshore-drilling  platforms.  Demand  is  off  at  the  mo- 
ment— because  the  oil  boom  has  slowed  and  interest  rates 
are  high — but  Textron  still  has  a  $1.2  billion  aerospace- 
electronics  backlog,  up  slightly  over  a  year  ago. 

Though  Bell  tends  to  dominate  the  light  end  of  the 
helicopter  market  and  Sikorsky  the  heavy,  they  meet  in 
the  middle,  and  competition  is  fierce,  especially  since 
France's  government-owned  Aerospatiale  has  priced  its 
way  into  the  market.  But  Bell  is  building  a  broad  base  for 
the  future.  Two  years  ago  it  picked  up  a  $148  million 
contract — the  Army  Helicopter  Improvement  Program — 
to  design,  modify  and  test  five  prototype  Scout  helicopters. 
That  contract  could  bring  in  $1  billion  in  orders. 

For  the  more  distant  future,  Bell  Aerospace  has  picked 
up  a  $40  million  contract  from  the  Navy  for  six  air- 
cushion  assault  landing  craft — the  LCAC — that  could 
eventually  bring  in  over  $1  billion  in  sales  between  now 
and  the  Nineties.  High-speed,  maneuverable,  capable  of 
traveling  on  both  land  and  sea,  the  LCAC  can  carry  up  to 
75  tons  for  as  far  as  200  miles. 

Even  more  spectacular  is  the  XV- 15  Tilt  Rotor  aircraft,  a 
vehicle  that  takes  off  vertically  like  a  helicopter,  tilts  its 
rotors  to  become  a  turboprop,  and  can  travel  forward  at  a 
speed  of  350  miles  an  hour — twice  as  far  and  fast  as  a 
conventional  copter  on  the  same  amount  of  fuel.  Its  mili- 
tary and  civilian  applications  are  enormous,  especially  in 
the  intercity  passenger  market.  "You're  looking  at  the 
aircraft  of  the  Nineties,"  Straetz  says. 

In  the  circumstances,  it's  no  surprise  that  Textron  ex- 
pects to  be  doing  twice  its  present  $3  billion  volume  by 
1990.  To  achieve  that,  of  course,  Bell  will  need  help  in 
financing  its  development,  especially  in  scaling  up  to 


larger  commercial  sizes.  Bell  this  year  will  contribute 
about  30%  of  Textron's  sales,  close  to  40%  of  profits. 

But  though  Bell  may  be  the  locomotive  of  the  new 
Textron,  it  will  nonetheless  not  be  the  whole  train, 
and  Straetz  continues  to  have  great  expectations  for  the 
rest  of  Textron's  operations,  currently  devastated  by  the 
recession.  "In  today's  environment,  a  highly  successful 
company  has  to  look  for  internal  growth  as  its  first  order  of 
business,"  Straetz  says.  After  all,  when  borrowed  money 
may  cost  close  to  20%  and  your  own  shares  are  no  longer 
valid  currency,  how  can  you  afford  to  make  an  acquisi- 
tion? Bell  Aerospace  has  that  potential  for  internal  growth, 
Straetz  says,  and  Bell  Helicopter  does.  And  so  do  Homelite, 
Bridgeport,  Fafnir  and  Waterbury  Farrel.  "Once  the  econo- 
my begins  to  pick  up,  we'll  see  how  well  they'll  do." 

This  fall,  Textron's  Bridgeport  Machines  expects  to 
make  a  major  thrust  into  robotics  with  the  Tiger,  a  small 
specialty  robot,  capable  of  lifting  weights  of  less  than  11 
pounds.  Most  parts  in  U.S.  manufacturing  weigh  less  than 
that,  so  Textron  hopes  to  establish  itself  in  the  high- 
volume,  labor-intensive  area  of  manufacturing.  By  the  end 
of  the  decade,  robots  could  generate  $100  million  in  sales. 

Textron  spent  more  than  $100  million  on  research  and 
development  last  year,  mainly  in  the  aerospace  and  elec- 
tronics divisions,  and  expects  to  spend  nearly  as  much  this 
year.  That  kind  of  spending  penalizes  current  profits.  But  it 
is  a  hedge  against  Textron's  remaining  businesses  suffer- 
ing the  kind  of  market  and  product  obsolescence  that 
wrecked  some  of  the  older  ones  like  Talon  and  Speidel. 

"We  have  not  abandoned  our.  interest  in  return  on  in- 
vestment," Straetz  says.  "But  now  it's  just  one  of  the 
things  we  look  at.  Pure  return  on  investment  standards 
crimps  a  division's  ability  to  expand,  and  we  want  to 
continue  to  grow  in  R&D." 

So  don't  put  Textron  down  as  a  failure,  a  once-brash 
company  that  has  lost  its  drive.  Put  it  down  instead  as  a 
company  that  is  successfully,  if  painfully,  making  an  in- 
evitable transition.  A  conglomerate  shedding  its  old  iden- 
tity and  assuming  a  new  one.  ■ 
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Property  loss  prevention  is  the  most  important  contribution 
we  can  engineer  into  the  continuity  of  your  corporate  profits. 


Allendale  Insurance 

World  leader  in  loss  prevention  engineering  for  commercial 
and  industrial  property,  and  member  of  the  Factory  Mutual  System. 

Allendale  Insurance,  Allendale  Park,  Johnston,  RI  02919 


Profiles 


Eight  years  ago  Ted  Arison  bought  a  debt- 
burdened  cruise  ship  for  $1  from  Meshu- 
lam  Riklis.  Today  he  owns  a  shipping  em- 
pire worth  over  $250  million. 

Luck — 
or  something 


By  Jonathan  Green  berg 

T|  he  biggest  enemy  of  a  man  is 
his  own  success,"  says  Ted  Ari- 
son, as  he  tours  his  new  cruise 
ship,  the  1,150-passenger  Tropicale. 
That  means  Arison  has  a  lot  to  watch 
out  for.  In  the  world  of  business,  his 
accomplishments  are  remarkable. 
Like  a  doting  parent,  the  58-year- 


old  Arison  supervised  every  aspect  of 
the  $110  million  Tropicale 's  design, 
and  although  this  is  his  first  new  ship, 
over  the  past  eight  years  his  privately 
owned  Carnival  Cruise  Lines  has 
made  him  a  fortune  worth  over  $250 
million. 

Every  week  the  Tropicale  and  Ari- 
son's  three  other  ships  leave  Miami 
and  Los  Angeles  chock-full  of  thrill- 


seeking  vacationers,  each  of  whom 
pays  an  average  $142  per  day  for  his 
fun.  The  ships  need  an  80%  occupan- 
cy rate  to  break  even,  but  for  the  past 
eight  years  Carnival  has  had  occupan- 
cy rates  in  excess  of  100%.  Last  year, 
by  putting  three  or  four  berths  in 
some  rooms,  the  rate  hit  112%.  Rev- 
enues this  year  may  approach  $255 
million  and,  with  pretax  margins  near 
25%,  pretax  profits  should  be  over  $50 
million.  As  an  offshore  corporation, 
Carnival  pays  no  taxes. 

That  money,  however,  didn't  come 
from  the  stuffy — and  declining — lux- 
ury cruise  business.  Arison's  boats, 
which  make  brief  stops  at  places  like 
St.  Thomas  and  Mazatlan,  Mexico, 
aren't  really  going  anywhere.  The 
ship  is  the  destination.  To  keep  every- 
one happy,  there  are  live  music,  mov- 
ies, bingo,  even  gambling.  But  the  pas- 
sengers are  strictly  low  rollers.  Carni- 
val tosses  formality  out  the  porthole 
and  aims  squarely  for  a  middle-class 
clientele.  "As  long  as  you  don't  walk 
into  the  dining  room  barefoot,  with 
shorts,  you're  all  right,"  quips  Arison. 

Even  though  Arison  is  little  known 


Carnival  Cruise  Lines  owner  Ted  Arison 

"I'd  rather  be  a  pianist,  a  national  treasure,  than  a  businessman.  But  it  didn't  work  that  way. 
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m     IT  HAS 
SUCCESS  WRITTEN 
ALL  OVER  IT. 


CONTINENTAL 
TELEPHONE  RANG 
US  UP  FOR  1200. 

WE  PROCESSED  A  FLEET 

OFIfit;  FDR  HDMPVWFI  I 


towing 
power  of 


10  with 


MONTGOMERY  WARD 
STOCKED  UP  WITH  55. 

THE  BELL  SYSTEM  GOT 
ON  THE  LINE  FOR  700. 

The  hottest-selling  new 
truck  in  Chevrolet  history  is 
making  a  big  name  for  itself 
among  the  big  fleets.  Fleet 
owners  have  discovered  that 
the  new-size  Chevy  S-10 
offers  a  combination  of  high 
mileage,  power  and  room 
that  they  couldn't  get  before 
in  any  pickup.  At  any  price. 

The  advantages  are  obvi- 
ous. Optional  V6  power  that 
you  won't  find  in  any  imported 
pickup.  Twice  the  available 


(on  a  properly 
equipped  V6  S- 
an  optional  Heavy-Duty 
Towing  Package).  More 
head  and  leg  room  than 
Datsun  or  Toyota,  even  more 
leg  room  than  any  full-size 
pickup.  Plus,  bigger  pay- 
loads  available  than  many 
standard  full-size  pickups. 

But  the  clincher  is  econ- 
omy. S-10  with  its  standard 
1.9  4-cylinder  engine  has 
higher  EPA  gas  mileage 
ratings  than  Datsun  or  Toyota! 
With  all  that  going  for  it,  no 
wonder  S-10  is  making  a  lot 
of  smart  customers  happy 
customers. 


39       28      40  28 


EST       EPA  EST       EST.       EPA  EST 
HWY       ■  MPG         HWY.  MPG 
FEDERAL  CALIFORNIA 

Use  estimated  MPG  for 
comparisons.  Your  mileage 
may  differ  depending  on 
speed,  distance,  weather. 
Actual  highway  mileage 
lower. 

Some  Chevrolet  trucks 
are  equipped  with  engines 


produced 

by  other  GM  divi- 
sions, subsidiaries,  or  affili- 
ated companies  worldwide. 
See  your  dealer  for  details. 

Chevy  S-10's  lightweight 
aluminum  commercial  utility 
body  is  now  available  (ex- 
cept in  California)  at  your 
Chevy  dealer's. 


CHEVY  IS  THE  POWER 
IN  TRUCKS. 
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THERE'S  NEVER  BEEN  A  TRUCK  LIKE  IT  BEFORE! 


About  Corporate 

Mobility 
In  America 

In  the  fast  track  of  world  business,  corporate  mobility  can 
sometimes  win  the  game.  And  no  one  moves  faster  than  the  air  charter 
industry.  With  executive  service  to  14,000  locations,  air  charter  can 
move  your  people  with  greater  efficiency  than  any  commercial 
airline. 

And  that  means  cost  effective  service.  For  executives  who  get 
paid  to  win.  For  corporations  who  can't  afford  to  lose.  Discover  the 
economics  of  corporate  mobility.  Call  today  for  rates  and  information 
you'll  need  to  win  the  game. 

AIR  CHARTER 

For  Executives  Who  Get  Paid  To  Win. 

These  respected  names  in  the  air  charter  industry  are  among  the  most  professional 
charter  services  in  the  country.  Each  has  an  outstanding  record  for  safety  and 
performance.  They  are  names  you  can  trust  for  executive  transportation,  anywhere, 
anytime. 


□  Arizona 

□  New  York/Europe 

Combined  Aviation  Co. 

Executive  Air  Fleet 

(602)956-6060 

(201)288-8400  (212)868-1122 

□  Atlanta 

□  Ohio  •  Nationwide 

Hill  Aircraft  Charter 

Executive  Jet  Aviation 

(404)691-3330 

(800)848-6436  OH (800) 282-6220 

□  Chicago/Milwaukee 

□  Orange  County 

Emery  Air  Charter 

California  Jet 

(800)435-8090  I L  (800)  892-7627 

(714)751-9000 

□  Dallas 

□  Oregon 

Jet  Fleet  Corporation 

Louisiana  Pacific  Charter 

(800)527-5062  (214)350-4061 

(503)640-1766 

□  Houston 

□  Orlando/Tampa 

Powersair 

Prestige  Jet 

(800)231-4269  (713)738-6666 

(305)898-7290  (813)822-4216 

□  Kansas 

□  Philadelphia 

Ryan  Aviation  Corporation 

Chester  Co.  Aviation,  Inc. 

(800)835-2707  (316)942-0141 

(215)384-8300 

□  Los  Angeles 

□  Pittsburgh 

TigerAir 

Corporate  Jets,  Inc. 

(213)843-8311 

(800)245-0230  (412)462-2800 

□  Massachusetts/Connecticut 

□  San  Diego/Palm  Springs 

Executive  Air  Fleet 

Jimsair  Aviation  Services 

(201)258  8400 

SD(714)298-7704  PS(71 4)320-7704 

□  Miami/Palm  Seach 

□  San  Francisco/San  Jose 

Bizjet,  inc. 

Domar  Jet  Charter  Inc. 

(305)689-3444 

(408)286-9002 

□  Michigan 

□  St.  Louis 

Pentastar  Aviation  ire 

Emery  Air  Charter 

(800)521-0189  MI(B00)482-0304 

(800)435-8090  IL(800)892-7627 

□  Minneapolis 

□  Washington  D.C. 

Emery  Air  Charter 

Class  I  Aviation,  Inc. 

(800)435-8090  IL(80u 

(202)737-3700 
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outside  his  chosen  profession,  he  has 
shipping — and  money — in  his  blood. 
Born  in  Palestine  of  a  well-to-do  Israe- 
li family,  he  dropped  out  of  the 
American  University  in  Beirut  at  18 
to  fight  in  the  Jewish  brigade  of  the 
British  Army.  His  father  died  after 
World  War  II,  and  he  was  called  back 
to  Tel  Aviv  to  settle  the  family  busi- 
ness. Arison  sold  off  his  father's  share 
in  what  was  Palestine's  largest  ship- 
ping company  and  left  the  multimil- 
lion-dollar estate  to  his  mother  and 
sister.  "I  had  a  strong  feeling  against 
inheriting  from  my  father,"  he  says.  "I 
wanted  to  be  a  self-made  man." 

After  fighting  in  Israel's  War  of  In- 
dependence, Arison  left  for  the  U.S., 
and  in  1952  he  formed  a  syndicate  to 
organize  a  cargo  line.  He  lived  on  $10 
a  week  and  walked  to  business  meet- 
ings to  save  subway  fare,  but  he  over- 
eagerly  bought  ships  during  the  Kore- 
an War  when  prices  were  at  an  alltime 
high.  When  the  war  ended,  plummet- 
ing cargo  rates  flattened  him.  "I  was 
intent  on  getting  to  the  top  quickly," 
explains  Arison.  "I  was  obsessed  with 
trying  to  outdo  my  father." 

Then  came  a  job  with  El  Al  Airlines 
as  a  cargo  manager.  By  1956  Ari- 
son had  started  his  own  air  cargo  busi- 
ness, which  he  soon  took  public.  Ten 
years  later  he  sold  off  his  stock  for  a 
few  million  dollars  and  contemplated 
retirement.  He  was  42 — and  crawling 
up  walls  within  two  weeks.  He  be- 
came managing  agent  for  a  friend  who 
ran  short  junkets  from  Miami  to  Nas- 
sau with  a  car  ferry.  His  friend  lost  the 
ship  in  bankruptcy,  leaving  Arison 
with  a  cruise  business  but  no  ship. 

He  saw  the  potential  of  the  busi- 
ness, however,  and  formed  a  joint  ven- 
ture with  Norwegian  Caribbean 
Lines — now  his  major  competitor. 
Arison  developed  the  seven-day 
cruise  package  and  helped  build  a 
thriving  business.  A  fallout  in  1971 
led  to  an  expensive  lawsuit,  with  each 
side  accusing  the  other  of  skimming 
money.  In  its  aftermath  Arison  got  in 
touch  with  his  old  Tel  Aviv  school 
chum  Meshulam  Riklis. 

Riklis  had  acquired,  among  other 
businesses,  a  publicly  traded  whole- 
sale travel  organization  called  Ameri- 
can International  Travel  Service 
(AITS).  Arison  offered  to  organize  a 
cruise  subsidiary  for  Riklis.  In  1972 
the  pair  launched  Carnival  Cruise 
Lines  with  a  $7  million  ship  that  was 
refurbished  at  sea.  The  early  going 
was  tough,  and  by  late  1974  Riklis' 
financial  empire  was  teetering.  Re- 
calls Arison,  "He  said,  'If  one  of  us  has 
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to  go  bankrupt  it's  going  to  be  you.'  " 
Riklis  sold  him  the  ship  for  $1,  plus 
assumption  of  $5  million  in  debt. 

Arison  quickly  embarked  upon  a 
creative  promotional  campaign.  He 
gave  agents  and  airline  personnel  free 
cruises  to  publicize  Carnival.  He  cut 
prices  and  targeted  a  younger  market 
than  the  industry's  norm,  offering  re- 
duced rates  for  children,  double  beds, 
and  Sunday  departures  for  honey- 
mooners — who  usually  get  married 
on  Saturday.  "There's  lots  of  ro- 
mance," says  Dawn  fay,  22,  who 
cruised  with  Carnival  this  spring. 
"It's  like  Love  Boat." 

That  sort  of  enthusiasm  is  not 
atypical — and  it  helps  Carnival's  mar- 
keting efforts  succeed.  Arison  be- 
lieves travel  agents  play  a  pivotal  role 
in  vacation  choices,  and  he  works 
hard  to  please  them.  Bob  Dickinson, 
Carnival's  39-year-old  marketing  vice 
president,  spends  much  of  his  time 
traveling  the  country  doing  "agent 
communication."  One  highly  effec- 
tive technique:  An  anonymous  Carni- 
val staffer  walks  into  a  travel  agency 
and  asks  for  a  vacation  suggestion.  If 
Carnival  is  recommended,  the  agent 
gets  $1,000  in  cash  on  the  spot.  "It's 
gimmicky,  but  it  works  and  it's  le- 
gal," says  a  travel  expert. 

The  combination  of  a  hard  sell  and 
happy  passengers  means  that  Carni- 
val has  not  had  an  unprofitable  year 
since  Arison  took  possession  in  1974. 
After  the  first  year  of  operations,  he 
had  paid  off  the  company's  entire  $5 
million  debt.  By  1978  he  had  pur- 
chased and  refurbished  two  more 
ships  and  was  expanding  into  other 
areas  of  business.  "I  guess  I  was  in  the 
right  place  at  the  right  time,"  says 


Arison  modestly,  a  glint  of  laughter  in 
his  eye.  "What  do  you  call  it — luck  or 
something?" 

Arison  stays  lucky  by  running  a  fa- 
natically lean  company.  Nobody  trav- 
els first  class,  and  Arison  himself 
reads  the  monthly  statements  from 
every  operation.  Carnival  has  only 
three  vice  presidents,  and  Arison 
gives  his  top  executives  much  of  the 
autonomy  he  himself  enjoys.  "We 
don't  have  big  board  meetings,"  says 
Micky,  his  32-year-old  son  and  heir 
apparent. 

Since  Carnival  is  legally  based  in 
Panama,  its  earnings  go  untaxed. 
Arison,  of  course,  pays  income  taxes 
on  the  dividends  he  chooses  to  draw. 
The  rest  of  his  money  is  socked  away 
in  cash  reserves  or  used  to  expand  in 
other  areas.  Hamilton  Corp.  is  his 
growing  real  estate  company  that, 
among  other  things,  builds  single- 
family  homes  in  Atlanta  and  is  con- 
structing a  27-floor  condominium  in 
downtown  Miami.  Concord  Line,  a 
Carnival  subsidiary,  operates  five 
container  ships  on  an  East  Coast  trail- 
er route.  Another  company,  Nosira 
Shipping,  leases  out  four  bulk  cargo 
ships  for  transatlantic  routes. 

As  befits  a  man  who  twice  was 
broke,  Arison  today  is  wary  of  acquir- 
ing debt.  He  prepays  his  loans — a  poli- 
cy, he  explains,  that  can  irritate  banks 
but  only  helps  his  credit  rating.  He 
also  uses  bank  management  to  reas- 
sure his  gut  business  decisions.  "I 
want  to  see  the  bank  give  us  a  loan 
based  on  the  transaction  we're  pro- 
posing," he  says.  "It's  a  sort  of  checks- 
and-balances  arrangement." 

Bringing  the  Tropicale  into  the  fleet 
this  year  means  that  Arison  needs  to 


increase  bookings  by  33%  to  main- 
tain his  full  occupancy,  which  may  be 
quite  a  feat.  The  American  cruise 
business  is  down  4%  in  a  recent  dol- 
drum  due  to  the  recession,  and  com- 
petitors have  expanded  their  capacity, 
too.  Still,  Arison  has  managed  full 
ships  in  the  five  months  since  the 
Tropicale  came  on  line,  and  he  notes 
that  fewer  than  10%  of  all  Americans 
have  ever  cruised,  and  of  the  ones  who 
try  it,  85%  say  they  will  repeat. 

That's  one  reason  Arison  is  plan- 
ning a  $500  million  investment  in 
three  new  ships  over  the  next  six 
years — acquisitions  which  he  believes 
will  allow  him  to  double  his  earnings. 
There's  another  reason,  too.  With 
shipyards  strapped  for  work,  Europe- 
an governments  are  offering  cruise 
lines  juicy  subsidies  to  build  big  labor- 
intensive  vessels  in  their  countries. 
West  Germany,  for  instance,  offers  fi- 
nancing at  8%  and  a  \2Vi%  capital 
contribution  toward  overall  costs. 
New  ships  carry  50%  more  passen- 
gers than  old  ones,  and  their  energy- 
efficient  engines  cut  fuel  costs  by 
60%,  or  nearly  $100,000  a  week. 

Ted  Arison  is  also  busy  thinking  of 
ways  to  give  away  some  of  his  money. 
"My  major  interest  now,"  he  says,  "is 
figuring  out  how  to  share  the  fortu- 
nate life  I've  had."  So  far,  he  has  en- 
dowed the  National  Foundation  for 
Advancement  in  the  Arts  with  $5  mil- 
lion in  seed  money.  Its  purpose  is  two- 
fold: to  grant  cash  awards  to  over  100 
outstanding  teenage  artists  all  over 
the  U.S.  and  to  make  Miami  an  inter- 
national cultural  center.  Now  that 
Arison  has  provided  the  initial  fund- 
ing, he  hopes  others  will  carry  the 
foundation  into  the  future  while  he 
moves  on  to  other  philanthropy.  "I'm 
unwilling  to  work  in  a  committee," 
he  admits.  "It's  a  flaw  in  my  charac- 
ter. I  need  to  be  a  catalyst,  to  be  cre- 
ative. I'd  rather  be  a  pianist,  a  national 
treasure,  instead  of  a  businessman. 
But  it  didn't  work  that  way." 

To  make  the  best  of  his  materialis- 
tic fate,  Arison  has  some  entrepre- 
neurial plans  for  the  future.  He  wants 
to  be  a  major  force  in  cargo  shipping 
and  expects  to  triple  his  fleet  in  five 
years.  He  also  may  soon  open  a  sav- 
ings and  loan  to  help  his  real  estate 
operations.  And  he's  on  a  one-man 
crusade  to  buy  up  and  beautify  a 
blighted  section  of  downtown  Miami. 
"Why  do  more,  more?"  he  ponders. 
"It's  not  a  normal  drive.  So  I'm  not 
normal." 

Ted  Arison  pauses  and  ponders.  He 
will  probably  be  a  billionaire  within  a 
decade,  but  that's  not  what  he's 
thinking  about.  "Successful  people 
have  strange  characters,"  he  says.  ■ 
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THE  LAST  THING 
SOME  AMERICANS  WANT  TO  SEE 

IS  OUR  CASTLE. 


That's  because  today,  Edinburgh  is 
recognised  as  the  logical  UK  base  for  firms 
considering  a  European  operation.  Here,  we 
specialise  in  providing  an  efficient,  one-door 
service  to  incoming  industry,  slicing  through  red 
tape  to  get  you  the  speedy  decisions  you  need! 

Certainly  our  history  is  of  great 
importance  to  us,  but  the  Scottish  capital  has 
almost  as  great  a  reputation  for  advanced 
technology;  research  and  the  skills  of  our 
workforce. 

We  export  computer  hardware  and  software 
to  the  world.  And  in  pure  engineering,  particularly 
in  oil-related  fields,  we  have  few  equals. 

In  commercial  terms,  Edinburgh  is  the 
headquarters  of  many  of  the  U.K.'s  leading  banks 
and  financial  institutions.  The  Scottish  banking 
reputation,  you'll  agree,  is  second  to  none. 

And  we're  not  short  of  brains,  either.  Our 
two  old-established  universities  have  provided 
industry,  medicine  and  commerce  with  names 
that  have  made  history. 

Our  road,  rail,  air  and  sea  links  are 
among  the  finest  in  Europe. 


City  of  Edinburgh 


All  in  all,  Edinburgh  is  the  ideal  centre  for 
industries  wishing  to  re-locate  in  Europe.  And 
the  City  will  go  to  great  lengths  to  help  smooth 
the  path. 

With  industrial  research  parks.  With 
factory  sites  and  factories  ready-built.  With  staff 
recruitment.  With  workforce  training.  With 
housing.  With  advice  on  private  sector  funding. 
And  with  help  in  choosing  the  various  financial 
packages  available. 

Any  industry  which  does  re-locate  will 
find  itself  in  extremely  good  company.  We 
mention  Ferranti,  Hewlett  Packard,  Racal-MESL, 
Brown  Brothers  and  Parsons  Peebles  among 
many  other  major  concerns  currentiy  operating 
from  Edinburgh. 

There's  much  more  to  Edinburgh  than 
you  think. 

For  further  information  write  to 
DIRECTOR  OF  ESTATES, 
The  City  of  Edinburgh,  375  High  Street, 
Edinburgh  EH1 1QE  or  telephone 
Andrew Carswell  on  031-225  2424  Ex.5860 
(International  Code  44-31-225) 
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finer e  Past  and  Future  Meet    By  Ray  Perm 


By  Ray  Perman,  Assistant  Editor,  Sunday  Standard. 


he  first  thing  that  strikes  the  visitor 
n  Edinburgh,  particularly  if  he  has 
ravelled  from  London  through  the 
English  provinces,  is  how  unlike  other 
ritish  cities  it  is.  Edinburgh  makes  a 
ramatic  initial  impact  that  stays  in  the 
iiind.  You  have  only  to  walk  along 
jrinces  Street,  the  main  shopping 
aoroughfare,  to  see  what  I  mean. 
I  uildings  line  only  one  side  of  the 
oad.  On  the  other  the  ground  falls 
way  quickly  into  a  ravine  (which  now 
!onceals  the  railway)  only  to  rise  a 
uarter  of  a  mile  away  in  a  300-foot 
liff  of  rugged,  volcanic  rock  sur- 
mounted by  a  formidable  fortress. 

'here  has  been  a  castle  on  this  rock  for 
t  least  900  years.  It  is  where 
idinburgh  began,  with  the  town  spili- 
ng downwards  to  Holyrood,  now  a 


Royal  palace,  where  Queen  Elizabeth 
spends  part  of  each  summer.  Her 
gardens  lie  at  the  foot  of  another  hill  — 
Arthur's  Seat,  a  miniature  mountain 
complete  with  cliffs,  a  sheltered  glen 
where  until  recently  sheep  grazed,  and 
three  small  lakes  or  "lochs."  Climbing 
to  the  summit  you  could  be  in  the 
Scottish  Highlands.  It  is  hard  to  realize 
that  you  are  surrounded  by  the  city. 

You  cannot  escape  Edinburgh's  history; 
it  exists  side  by  side  with  the  city's 
present.  The  castle  is  a  museum  and  a 
tourist  attraction,  but  it  is  also  a  work- 
ing building  —  the  headquarters  of  the 
British  Army  in  Scotland.  The  warren 
of  tiny  passageways  and  courtyards  off 
the  Royal  Mile  below  the  castle  have 
hardly  changed  in  layout  for  400 
years,  yet  they  are  still  in  use  as  shops, 


offices  and  homes.  On  the  other  side  of 
Princes  Street,  the  formal  squares  and 
boulevards  of  the  New  Town  provide 
the  largest  concentration  of  preserved 
neo-Classical  architecture  in  Europe. 
Yet  the  district  is  the  thriving  and 
vibrant  commercial  heart  of  the  city 
and  one  of  its  most  sought-after 
residential  areas. 

Where  other  cities  have  killed  their 
central  districts  by  forcing  people  to 
move  to  the  suburbs  to  find  homes, 
Edinburgh  has  kept  its  heart  alive.  It  is 
possible  to  live  —  as  I  do  —  in  an 
elegant  and  spacious  stone-built  house 
and  yet  be  only  ten  minutes  walking 
time  from  the  center  of  the  city.  The 
preservation  of  the  center  as  a  living 
and  working  area  means  that  traffic 
congestion  into  and  out  of  the  city 
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It's  easy  to  see  that  the  Scots  invented  golf. 

No  other  game  demands  such  a 
conscientious  approach,  both  to  the  rules  of  play 
and  the  basic  skills. 

And,  according  to  Wilson  Sporting 
Goods,  that's  absolutely  in  character. 

"The  workmanship  in  our  Scottish  plant 
is  oi  as  high  a  quality  as  I've  seen  anywhere," 
says  Bill  Snowden,  managing  director  of  their 
operation  in  Irvine. 

"It's  hard  to  believe  but,  on  certain  details, 


the  self-imposed  standards  of  the  men  have  bee 
known  to  exceed  ours." 

It's  a  skilled  and  stable  workforce.  And 
it's  given  Wilson's'  18  trouble-  free  years. 

Better  than  par? 

More  than  200  US  companies  in  Scot! 
including  multi-nationals  like  IBM  and 
Levi-Strauss,  report  excellent  industrial  relation 

And  American  families  get  on  just  as  v 
on  the  domestic  front. 

They  enjoy  a  common  language,  good 
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jsing  and  better-than-average  schools. 

Remember  Scotland  offers  everything 
ineed  to  set  up  a  profitable  base  in  Europe, 
lding  attractive  grants,  loans,  allowances  and 
i  chemes. 

And  its  all  available  from  a  single  source- 
j  government -backed  Locate  in  Scotland 


au. 


Just  fill  in  and  send  this  coupon. 
You'll  never  come  closer 


For  further  information,  mail  this  coupon  to  SDA,  9  West  57th  Street,  New  York, 
NY  10019  or  12th  Floor,  465  California  Street,  San  Francisco,  CA  94104. 
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fcANCISCO.  CA  94104.  TELEPHONE  415  774  6569-74. 120  BOTHWELL  STREET,  GLASGOW,  G2  7JP.  TELEPHONE  041  -248  2700.  TELEX  777600. 

This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  puhlu  inspection.  Registration  does  not  indicate  approval  of  this  material  bv  the  United  States  Government. 
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Where  Past  and  Future  Mee 


Research  Park,  Heriot-Watt  University. 


each  morning  and  evening  is  negligible, 
even  by  the  standards  of  London,  let 
alone  American  cities.  And  at  night  the 
center  of  Edinburgh  is  crowded  with 
people  visiting  the  restaurants,  bars, 
cinemas,  clubs  and  concert  halls  — 
crowded  and  safe. 

Edinburgh  has  suburbs,  but  like  many 
cities  on  the  Continent  of  Europe,  the 
majority  of  the  people  living  in  the 
center  live  in  apartments  rather  than 
houses.  This  produces  compactness;  it 
means  that  the  city  is  easy  to  travel 
around  and  easy  to  get  out  of.  It  is 
only  a  ten-minute  drive  from  the 
center  to  the  residential  suburbs  (say 
20  at  rush  hour),  15  minutes  to  the  air- 
port and  in  less  than  a  half  hour  you 
can  be  in  farming  countryside.  With  a 
railway  station  right  in  the  city  center, 
you  can  be  in  Glasgow  in  45  minutes 
by  train. 

The  first  thing  that  strikes  the  visitor  to 
Edinburgh,  particularly  if  he  has  tra- 
velled from  London  through  the  English 
provinces,  is  how  unlike  other  British 
cities  it  is.  Edinburgh  makes  a  dramatic 
initial  impact  that  stays  in  the  mind. 

You  have  only  to  walk  along  Princes 
Street,  the  main  shopping  thorough- 
fare, to  see  what  I  mean.  Buildings  line 
only  one  side  of  the  road.  On  the  other 
the  ground  falls  away  quickly  into  a 
ravine  (which  now  conceals  the 
railway)  only  to  rise  a  quarter  of  a 
mile  away  in  a  300-foot  cliff  of  rugged, 
volcanic  rock  surmounted  by  a  for- 
midable fortress. 

SCOTLAND'S  CAPITAL 

Edinburgh  is  still  a  Capital  city,  even 
though  the  last  head  of  state  to  be  a 
permanent  resident  —  James  VI  —  left 
for  London  in  1603  when  the  monar- 
chies of  Scotland  and  England  were 
joined.  The  last  legislative  assembly  to 
meet  in  the  city  was  in  1707,  yet 


Edinburgh  has  not  lost  the  trappings  or 
the  air  of  a  capital.  It  is  still  the 
government  center  for  Scotland,  with 
the  13,000  civil  servants  in  the  Scottish 
Office  administering  all  domestic 
affairs  such  as  housing,  health  services, 
education,  road  building,  industrial 
grants  and  so  on.  The  Scottish  Secre- 
tary of  State,  based  in  Edinburgh,  sits 
in  Margaret  Thatcher's  Cabinet  and 
has  six  junior  ministers. 

Edinburgh  is  center  of  the  Scottish 
legal  system,  which  preserves  many 
distinct  characteristics  from  the  English 
system,  being  based  more  on  Roman 
Law  than  on  English  case  law.  This 
gives  it  an  affinity  with  European  legal 
systems  and  many  Edinburgh  lawyers 
have  practices  which  take  them  far 
outside  Britain. 

Scotland  also  retains  a  distinctive 
education  system,  biased  towards  the 
traditional  academic  virtues. 
Edinburgh  has  two  major  tuition- 
charging  private  schools,  many  smaller 
ones  and  an  extensive  state  school 
system.  Of  the  city's  two  universities, 
Edinburgh  University  is  one  of  the 
oldest  educational  foundations  in 
Britain  and  has  an  international 
reputation  in  subjects  such  as  law, 
medicine  and  the  arts,  while  Heriot- 


Watt  University  is  one  of  the  newest 
colleges,  specializing  in  pure  and  ap- 
plied sciences. 

Both  universities  support  highly 
advanced  research  and  teaching  insti- 
tutes, closely  linked  with  local 
industry.  Wolfson  Institute,  at 
Edinburgh  University,  is  one  of  the 
two  designated  centers  of  excellence  ir 
the  UK  for  microelectronics  research, 
while  the  Heriot-Watt  Institute  of  Off- 
shore Engineering  has  worked  with 
many  leading  oil  companies  on  solvin 
the  problems  of  North  Sea  oil  develop 
ment.  Recently  the  two  universities 
cooperated  to  set  up  a  center  for 
microelectronics  applications  to 
encourage  Scottish  and  English  manu- 
facturing industry  to  make  use  of  the 
latest  in  technology  —  the  first  of  its 
kind  in  the  UK.  Heriot-Watt  also 
houses  Europe's  only  Research  Park 
within  their  modern  campus  at  Ric- 
carton,  close  to  the  Airport  and 
highway  network. 

A  TOURIST  AND 
CULTURAL  CENTER 

As  a  cultural  center,  Edinburgh  is 
internationally  famous.  Its  annual 
festival  of  music  and  drama  is  among 
the  top  half  dozen  in  the  world,  rank- 


Our  experience  has  been 
built  up  over  500  years... 
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it  will  only  take  you  a  minute 


to  share  it.  r, 


As  Scotland's  first  bank,  established 
in  1695,  we  have  the  essential  experience 
and  expertise  to  offer  businessmen  and 
industrialists  comprehensive  services  to 
help  meet  any  financing  requirement. 

Find  out  what  Bank  of  Scotland  can 
do  for  your  business.  Clip  and  mail  the 
coupon  today  or  ring  our  experts  at  our 
headquarters  in  New  York  on  (212)  490- 
8030  or  Edinburgh  031-229  2555. 

oggo  BANK  OF  SCOTLAND 


would  like  to  talk  business  with  you: 

Name  

Company  

Address  


1 


Position 


Tel.  No  

Mail  to:  Bank  of  Scotland, 
380  Madison  Avenue,  New  York 

or  Bank  of  Scotland,  P.O.  Box  5, 
The  Mound,  Edinburgh  EHI 1YZ. 
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ng  with  the  Wagner  festival  at 
Jayreuth  and  the  Mozart  festival  at 
ialtzburg.  It  attracts  artists  and 
>rchestras  of  international  caliber,  and 
his  year's  list  includes  eight  orchestras 
ind  four  opera  companies.  Conductor 
Ilaudio  Abbado,  who  will  conduct  the 
/erdi  Requiem  this  year,  is  a  regular 
'isitor,  as  is  one  of  the  star  soloists,  the 
oprano  Jessye  Norman. 

Vith  the  annual  Military  Tattoo,  which 
5  staged  in  front  of  the  castle,  the 
estival  represents  a  major  tourist 
ittraction.  Some  five  million  tourists 
'isit  Edinburgh  each  year  and  the 
lastle  is  second  only  to  the  Tower  of 
.ondon  as  a  UK  tourist  attraction. 

"he  city  is  also  establishing  a  growing 
eputation  as  a  convention  center, 
ittracting  around  300  a  year  — 
lthough  at  the  moment  it  can  cater  for 
>nly  the  smaller  gatherings,  a  defi- 
iency  which  the  City  District  Council 
topes  to  remedy  with  the  construction 
if  a  convention  center.  A  growth  in 
lotel  space  will  also  attract  more  con- 
entions.  The  Caledonian  Hotel,  at 
me  end  of  Princes  Street,  is  currently 
>eing  modernized  and  improved  to 
ive-star  standard;  the  Hilton  group  is 
hortly  to  commence  construction  of  a 
ive-star  hotel  overlooking  the  castle 
nd  Sheraton  is  also  looking  for  an 
Edinburgh  site. 

.EADING  THE  WAY 
N  NEW  TECHNOLOGY 

nese  days  manufacturing  accounts  for 
>nly  a  quarter  of  the  employment 
otal,  but  the  companies  that  do  exist 
■\  the  city  are  extremely  important  to 
:s  well-being.  They  tend  to  be  in 
rowth  industries,  particularly  in  elec- 
ronics,  medical  services  and  high- 
recision  engineering,  and  this  helps 
xplain  why  Edinburgh's  unemploy- 
lent  level  is  consistently  below  the 
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Clean  Room  Processing,  Ferranti. 

national  average. 

Several  Edinburgh  companies  are 
leading  manufacturers  in  their  fields. 
Ferranti,  the  British-owned  electronics 
group,  has  several  factories  in  the  city 
specializing  in  laser  and  electronic 
technology,  mainly  for  defense  pur- 
poses. Productivity  is  high  and  the 
plants  are  among  the  most  profitable 
in  the  group.  Similarly,  Hewlett 
Packard's  electronic  instruments  plant 
at  South  Queensferry,  on  the  outskirts 
of  the  town,  achieves  levels  of  profit- 
ability among  the  highest  anywhere  in 
the  company. 

Fischer  Ultrasound,  also  US-owned,  is 
one  of  the  leaders  in  medical  ultrasonic 
equipment,  while  Racal  MESL  special- 
izes in  microwave  equipment.  Ethicon, 
which  has  an  Edinburgh  factory,  is  one 
of  the  world's  biggest  producers  of 
surgical  sutures.  In  engineering,  Miller 
&  Co.  make  precision-engineered  steel 
rolls  for  the  papermaking  industry  and 
Brown  Brothers,  part  of  the  Vickers 
group,  makes  ships'  stabilizers,  a 
reminder  of  Edinburgh's  traditional 
links  with  the  sea. 

In  the  Port  of  Leith  — part  of  the  city 
—  there  is  the  small  Robb  Caledon 


shipyard  and  a  number  of  firms 
specializing  in  services  for  the  North 
Sea  oil  industry.  Vickers  Oceanics 
bases  its  diving  vessel  operations  there 
and  the  large  harbor  is  base  for  Santa 
Fe's  Apache  pipe-spooling  ship. 

Brewing  and  distilling  have  long  been 
part  of  the  city's  working  life  and  there 
are  currently  two  major  breweries  and 
two  distilleries,  making  grain  whiskey 
for  blending  into  Scotch. 

A  EUROPEAN  FINANCE  CENTER 

Although  Edinburgh  does  have  manu- 
facturing industry,  it  is  for  its  services 
—  especially  its  financial  services — thai 
the  city  is  best  known.  It  has  been  a 
banking  center  for  over  200  years,  and 
is  second  in  importance  in  the  UK  to 
London.  In  fact,  in  the  sums  of  money 
under" management  in  Edinburgh  and 
the  range  and  sophistication  of 
financial  services  available,  the  city 
surpasses  many  of  the  capitals  of 
Europe  and  provincial  cities  of  the 
United  States. 

At  the  heart  of  the  Scottish  financial 
sector  are  Edinburgh's  two  clearing 
banks  —  the  Bank  of  Scotland  and  the 
Royal  Bank  of  Scotland.  Both  have 
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;  j^tbu  can  tell  from  the  outside 
which  Scotch  they  serve  on  the  inside. 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  /'%iy%  OLD 

.   42J-  '      .  • 

12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86  8  PROOF  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET.  IMPORTERS.  LTD..  N  Y  ©  1981 


Two  important 
publications  for  the 
price  of  none. 

The  Royal  Bank  of  Scotland  is 
Scotland's  largest  bank  with  over 
600  Branches  in  the  UK,  five  offices 
in  the  United  States  and 
correspondent  relationships  with 
banks  throughout  the  world. 
So  if  s  only  natural  we 
should  produce  these  simple 
and  effective  summaries  of 
the  preliminary  facts  you 
need  to  know  about 
investing  in  Scotland  - 
considered  to  be  one  o: 
Europe's  finest  industrial 
locations. 
These  productions  are  free 
and  copies  can  be  obtained  by 
writing  to  or  telephoning  any 
one  of  the  offices  listed 
below. 

The  publications  will  tell 
you  what  Scotland  has  to  offer 
American  companies;  about  financial  services 
and  incentives,  labour,  business  premises,  practices,  procedures 
and  controls,  taxes  and  customs  and,  last  but  not  least,  the  services  of 
The  Royal  Bank  of  Scotland.  y  |g 

Scotland's  biggest  Bank.  In  more  ways  than  one.  7l£ 

The  Royal  Bank  of  Scotland 

The  Royal  Bank  of  Scotland  pic.  Registered  Office:  42  St.  Andrew  Square,  Edinburgh  EH2  2  YE. 

Registered  in  Scotland  Number  46419. 

NEW  YORK  BRANCH  63  Wall  Street,  New  York,  NY10005.  Tel:  (212)  269-1700  □  SAN  FRANCISCO 
AGENCY  The  Pyramid,  600  Montgomery  Street,  San  Francisco,  California  94111.  Tel:  (415)  788-4500 

□  HOUSTON  REPRESENTATIVE  OFFICE  1200  Milam,  Houston,  Texas  77002.  Tel:  (713)  658-0533 

□  CHICAGO  REPRESENTATIVE  OFFICE  135  South  La  Salle  Street,  Chicago,  Illinois  60603. 
Tel:  (312)  372-0464    LOS  ANGELES  REPRESENTATIVE  OFFICE  Pacific  Financial  Center, 
800  West  6th  Street,  Suite  920,  Los  Angeles,  California  90017.  Tel:  (213)  629-0111. 
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Military  Tattoo,  Edinburgh  Castle. 


■  ensive  branch  networks  throughout 
intland,  as  well  as  offices  in  London, 
|w  York,  Houston,  California  and 
ng  Kong.  Both  are  among  the 
;est  200  banks  in  the  world  and 
/e  extensive  expertise,  particularly  in 
related  funding. 


* 


The  other  two  arms  of  Edinburgh's 
financial  expertise  are  life  insurance 
and  fund  management,  mostly  through 
investment  and  unit  trusts.  The  city 
has  a  reputation  for  shrewd  and  pru- 
dent management  of  money,  priding 
itself  on  being  innovative  and  outward 
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looking,  but  at  the  same  time  not  car- 
ried away  by  the  rumors  and  fashions 
which  inevitably  sweep  large  financial 
markets  like  London.  It  has  been  esti- 
mated that  a  third  of  all  funds  invested 
in  the  UK  are  managed  from  Edinburgh. 

Edinburgh  prides  itself  on  being  a 
modern  city,  but  it  cannot  escape  its 
history.  Edinburgh  money  helped  to 
finance  the  first  colonists  in  the 
Americas  and  at  least  one  bank  is  actu- 
ally part  of  the  literature  of  the  city. 
You  have  only  to  turn  to  the  final  page 
of  Robert  Louis  Stevenson's  famous 
novel  Kidnapped  to  find  these  words: 
"The  hand  of  Providence  brought  me  in 
my  drifting  to  the  very  doors  of  the 
British  Linen  Company's  Bank." 
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e  importance  of  Scottish  Banking 
s  emphasized  recently  by  the  hotly 
tested  bid  battle  for  the  Royal  Bank 
iween  Standard  Chartered  of 
ndon  and  the  Hong  Kong  and 
lianghai  Banking  group  —  a  contest 
iiich  was  stopped  by  the  intervention 
the  UK  regulatory  authorities, 
lliich  ruled  that  the  Royal's  Scottish 
ntity  could  be  lost  in  a  takeover  and 
s  far  too  important  a  national  asset 
{ i  let  go. 

(any  of  the  major  London  clearing 
i  d  merchant  banks  have  offices  in 
I'inburgh,  as  do  around  20  foreign 
jinks,  including  leading  US  institu- 
I  ns  such  as  Citibank,  Bank  of 
|  nerica,  Manufacturers  Hanover, 
lemical  Bank,  Continental  Illinois 
'd  Bank  of  Commerce  and  Credit 
I  :ernational.  There  is  also  a  healthy 
op  of  indigenous  merchant  banks, 
irluding  two  —  the  British  Linen 
nk  and  Noble  Grossart  — which  are 
it  expanding  their  activities  not  only 
|:o  the  rest  of  the  UK  but  into  the  US 
well. 


Post  the  coupon  for 
a  previewof  Scotland. 


Please  send  me  your  City  of  Edinburgh  guide 
and  the  BTA  Scotland  brochure. 


We  know  you're  going  to  have 
the  holiday  of  a  lifetime  when 
you  come  to  Scotland.  And 
to  help  you  plan  it,  the  City  of 
Edinburgh  and  the  British 
Tourist  Authority  have 
produced  some  colorful 
literature  that's  yours  free. 

Send  the  coupon  for 
our  Edinburgh  guide  and 
the  BTA  brochure  on  Scot- 
land. And  see  your  travel 
agent.  Then  come  on  over. 
Scotland  is  waiting  to 
welcome  vou. 


To:  British  Tourist  Authority 
680  Fifth  Avenue 
New  York,  NY  10019 


Name- 


Address. 
State  


City. 


_Zip_ 


ENGLAND  SCOTLAND  WALES 


"We  dont  sell  paper  and  carbon,  we  sell 
systems, "  says  the  chairman  of  the  largest 
maker  of  business  forms.  That's  why  he  is 
moving— finally — into  computer  supplies. 


The  $20,000 
razor 


By  Paul  B.  Brown 


It  was  inevitable  that  Moore 
Corp.  Ltd.  would  plug  into  the 
computer  market,  but  that  fact 
has  not  made  the  move  any  easier. 

Seven  years  ago  the  $1.9  billion 
(sales)  company  had  projections  sug- 
gesting that  just  being  the  world's 
largest  maker  of  business  forms — a 
distinction  the  Toronto-based  com- 
pany has  enjoyed  for  more  than  20 
years — wouldn't  mean  very  much  in  a 
world  of  word  processors. 

Still,  when  you  have  25%  of  the  $5 
billion  U.S.  business  forms  market, 
equal  to  the  total  controlled  by  the 
next  five  competitors  (Uarco,  Stan- 
dard Register,  Duplex  Products,  Reyn- 
olds &  Reynolds  and  American  Busi- 
ness Products),  you  don't  tamper  with 
the  formula  too  quickly.  The  com- 
pany averaged  an  18.9%  return  on 
shareholders'  equity  on  little  debt 
over  the  last  five  years,  placing  Moore 
between  Pitney  Bowes  and  Xerox  in 
the  middle  of  Forbes'  profitability 
rankings  for  the  office  equipment  in- 
dustry. With  results  like  that,  neither 
Chairman  David  Barr,  72,  nor  Presi- 
dent Richard  Hamilton,  60 — who  be- 
tween them  have  94  years'  experience 
at  the  company — were  in  any  rush  to 
expand  aggressively  into  computers. 

"When  we  first  commissioned  our 
studies  in  the  mid-Seventies,  elec- 
tronic calculators  were  not  in  wide 
use,"  says  Hamilton.  "The  technolo- 
gy just  wasn't  there  before."  Neither 
was  the  competition.  But  that 
changed.  In  1972  Moore  held  30%  of 
the  U.S.  business  forms  market,  by  far 
the  largest  in  the  industry.  The  U.S. 
accounts  for  64%  of  the  company's 
sales.  Since  then,  market  share  has 
dropped  nearly  a  fifth. 

And  while  competition  increased — 
primarily   from   small   printers,  of 


which  there  are  now  800  in  the  U.S., 
nearly  double  the  number  ten  years 
ago — market  growth  was  slowing  be- 
cause of  increasing  use  of  computers 
and  word  processors.  The  field,  which 
had  been  increasing  as  much  as  9%  a 
year  in  the  early  Seventies,  has  slowed 
to  an  annual  growth  rate  of  4%.  That 
squeezed  both  margins  and  revenues. 
For  example:  Between  1972  and  1976 
Moore's  sales  increased  111%  and  af- 
tertax margins  were  7.7%.  But  for  the 
most  recent  five  years,  sales  are  up 
only  59%  and  margins  fell  to  6.4%. 

The  downward  trend  is  continuing. 
Moore  showed  a  13-cent-a-share  gain 
in  1981,  only  because  of  an  account- 
ing change  that  added  62  cents  a 
share.  Without  it,  Moore  would  have 
earned  $3.50  a  share,  slightly  less  than 
it  did  in  1979.  First-quarter  sales  were 
up  4%,  but  net  income  fell  17%,  and 


overall  market  growth  is  predicted  to 
be  only  3%  this  year. 

So,  the  numbers  have  been  saying 
that  a  push  into  computers  is  neces- 
sary. But  it  is  not  being  accomplished 
with  the  case  of  turning  on  a  hand- 
held calculator. 

Moore  is  going  after  the  rapidly  ex- 
panding small-business  computer 
market,  systems  geared  to  companies 
with  up  to  $1.5  million  a  year  in  sales 
revenues  and  12  employees.  The  po- 
tential is  terrific.  The  timing  could 
not  be  worse. 

Ulric  Weil,  an  analyst  at  Morgan 
Stanley,  estimates  that  $2.4  billion 
worth  of  computers  in  the  $7,500-to- 
$20,000  price  range  were  sold  or 
leased  last  year,  and  demand  should 
increase  by  about  20%  a  year  through 
1985.  Even  better,  from  Moore's  point 
of  view,  there  isn't  much  broad-based 
competition.  Small  computer  compa- 
nies like  Triad  Systems  in  Sunnyvale, 
Calif,  and  Reynolds  &.  Reynolds  in 
Dayton,  Ohio  have  concentrated  on 
providing  computers  and  computer 
programming  to  such  specific  fields  as 
segments  of  the  automotive  industry. 
And  the  large  computer  companies, 
such  as  IBM  and  Burroughs,  up  until 
now  have  not  made  a  concerted  effort 
to  capture  the  field.  Moore  announced 
it  was  going  to  develop  150  different 
kinds  of  programs  for  small  business- 
men ranging  from  home  builders  to 
truckers. 

But  things  are  not  as  easy  as  they 
look.  While  Moore  is  primarily  mar- 
keting computers  developed  by  Altos, 
in  which  it  has  a  5%  stake,  it  is  writ- 
ing its  own  software,  and  the  pro- 
grams are  taking  longer  than  expect- 


Moore  President  Richard  Hamilton 

"When  you've  been  in  business  lOO  years,  you  learn  a  few  things. 
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An  important  message 
from  the  president  of  Transion  lines 
to  all  businessmen  who  ship 
freight  over  the  road. 


ALLAN  B.  FOY 

PRESIDENT  AND 

CHIEF  EXECUTIVE  OFFICER 


Transcon  Lines,  America's  12th  largest  motor  freight  carrier,  has 
withdrawn  its  request  for  Interstate  Commerce  Commission  approval  of 
a  proposed  20%  discount  on  class-rated  less  than  truckload  (LTL) 
shipments. 

When  we  originally  announced  our  Discount /Plus™  program  of  a 
20%  LTL  discount  plus  guaranteed  on-time  delivery,  we  expressed  doubt 
that  any  major  competitor  could  match  us.We  were  right.  Several  large 
carriers  protested  to  the  ICC  and  threatened  legal  action.  After  careful 
study,  our  legal  counsel  has  recommended  that  we  cancel  the  20%  discount. 
The  alternative,  they  tell  us,  is  to  be  tied  up  in  lengthy  and  protracted 
litigation  over  the  very  serious  allegations  of  destructive  and  predatory 
pricing. 

We  have  elected,  therefore,  to  offer  a  12%  discount.  At  the  same  time, 
we  will  double  our  maximum  penalty  payment  from  the  present  20%  to 
a  full  40%  of  the  shipping  charges  on  any  LTL  shipment  over  3  days  late  - 
effective  in  mid-June  pending  ICC  approval. 

The  Discount  /  Plus™  program  is  alive  and  well.  Not  only  does  it  assure 
dollar  savings  competitive  with  any  major  carrier,  but  it  boasts  the  most 
outstanding  on-time  record  in  the  industry  -  90%  systemwide,  with  36% 
of  all  LTL  shipments  delivered  one  to  three  days  early. 

Of  all  the  discount  programs  available  today,  only  one  offers  shippers 
a  top  competitive  discount  plus  guaranteed  on-time  delivery. 

Transcon's  Discount /Plus™ 


ed.  So  far,  the  company  has  developed 
disks  for  just  ten  fields. 

It  would  have  been  easier  if  Moore 
had  acquired  a  software  company, 
concedes  Hamilton,  who  has  more 
than  $90  million  in  cash  and  long- 
term  debt  to  play  with.  But,  he  says, 
Moore  has  not  found  a  willing  take- 
over candidate  and  it  will  not  make  a 
hostile  acquisition  for  fear  of  losing 
key  people  in  the  software  company. 

But  even  if  all  the  software  were  in 
place,  Moore  probably  could  not  pick 
a  worse  time  to  try  to  sell  computers 
to  small  business.  Some  17,043  small 
businesses  failed  last  year,  the  second 
highest  total  since  World  War  II.  Only 
1961  was  worse. 

The  result  of  all  this  is  that  Moore 
has  spent  more  money  than  it  planned 
to,  over  $30  million  so  far,  since  it 
tentatively  began  exploring  the  com- 
puter market  in  1978.  The  computer 
division,  which  was  supposed  to  be  in 
the  black  by  now,  isn't.  But  Barr  says 
he  is  not  discouraged. 

"When  you  have  been  in  business 
for  100  years,  you  learn  a  few  things," 
the  chairman  says.  "We  have  a  list  of 
400,000  customers  who  have  bought 
something  from  us.  That's  a  pretty 
good  place  to  start,"  adding  that 
Moore's  6,000-person  sales  force,  now 
selling  paper  forms,  can  adjust  quick- 
ly to  the  new  computer  products.  "We 
don't  sell  paper  and  carbon,  we  sell 
systems,"  Barr  says.  "Our  people  are 
trained  in  business  and  in  how  our 
forms  can  help  a  business  and  can  be 
adjusted  to  fit  its  needs.  It  will  be  the 
same  thing  here.  Anyone  can  sell  you 
a  computer.  We  will  show  you  what 
you  need  and  walk  you  through  every 
step  of  the  process." 

Moore  is  happiest  if  the  customer 
ends  up  buying  the  entire  $20,000  sys- 
tem. But  it  will  settle  for  the  comput- 
er forms  market — all  the  computer 
paper,  inking  ribbons  and  labels  a  cus- 
tomer will  buy  once  he  has  the  com- 
puter. It's  like  selling  razor  blades.  If 
you  want  to  move  the  blades,  you 
make  sure  your  customers  have  ra- 
zors. Small-business  computers  gob- 
ble up  as  much  as  $3,500  worth  of 
office  forms  per  machine  per  year. 

The  total  small-business  computer 
forms  market  should  reach  $1  billion 
by  1985.  To  help  capture  that  mar- 
ket, Moore  is  opening  retail  branch 
offices  in  industrial  parks  so  "a  sec- 
retary can  run  down  on  her  lunch 
hour  and  pick  up  what  is  needed," 
Hamilton  says.  The  recession  has 
slowed  expansion  plans,  but  17 
stores  are  already  in  place.  Moore 
has  also  started  distributing  a  com- 
puter supply  catalog  that  features  a 
toll-free  number  customers  can  call 


for  help  in  eliminating  glitches  in 
their  new  computers. 

"We  are  doing  the  same  thing  pre- 
vious generations  of  Moore  manage- 
ment did,"  Hamilton  says.  "This  is  a 


natural  evolution  that  takes  us  away, 
to  some  extent,  from  just  a  different 
configuration  of  paper  and  carbon." 

Natural  and  logical  it  is.  Easy  it 
hasn't  been.  ■ 


What  is  William  Johnson  up  to  at  IC  Indus- 
tries? He  seems  to  be  on  the  final  leg  of  a 
long  and  trying  journey. 


All  things 
in  time  ] 

thus  generating  more  tax  credits  to 
shelter  the  continuing  conglomerate 
earnings.  That  was  the  thinking. 

Johnson  did  some  of  those  things 
with  moderate  success.  He  turned  Illi- 
nois Central  into  IC  Industries,  took  it 
into  soft-drink  bottling  (Pepsi-Cola 
General  Bottlers),  franchised  auto  ser- 
vice shops  (Midas  International),  and 
industrial  equipment  (Abex  Corp.).  By 
1976  he  had  built  IC  into  a  $  1 .7  billion 
(revenues)  company,  earning  $94  mil- 
lion pretax,  85%  of  it  from  nonrailroad 
businesses.  (Last  year:  $4.2  billion  and 
$151.8  million.) 


IC  Industries'  William  B.  Johnson 

Not  only  the  consumer  goods  he  wanted,  but  a  now-valuable  railroad. 


By  Lisa  Gross 

Sometimes  it  takes  a  little  long- 
er. In  1966  William  B.  Johnson, 
a  lawyer  who  started  with  the 
Pennsylvania  Railroad,  took  over  the 
Illinois  Central  Railroad,  planning  to 
use  it  as  a  base  on  which  to  build  a 
consumer  goods  conglomerate. 

The  idea  was  to  use  ICG's  cash  and 
stock  to  buy  other  companies,  shelter 
their  earnings  with  a  railroad-generat- 
ed tax  umbrella.  Later,  of  course,  he 
would  sell  the  railroad — undoubtedly 
at  a  price  below  historic  book  value — 
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John  West* 

your  crane  plant  is  ready. 


In  record  time  and  15% 
under  budget! 

John  West,  President  of  The 
Manitowoc  Company,  is  an  engineer 
by  training,  a  hands-on  manager 
by  inclination.  That's  why  the  crane 
plant  we  turnkeyed  for  his  company 
came  in  in  record  time,  15%  under 
budget. 

We  are  The  H.K.  Ferguson 
Company,  a  subsidiary  of  Morrison- 
Knudsen,  and  we  specialize  in 
complex  projects  for  industrial  com- 
panies, projects  that  place  a  premium 
on  engineering,  management  and 
teamwork,  like  the  Manitowoc 
crane  plant. 

Three  engineers  led  the  way- 
John  West;  Manitowoc's  Project 
Supervisor,  Clem  Reinhardt;  and 
HKF's  Project  Manager,  Larry 
Connolly.  Clem  and  Larry  worked 
up  value  engineering  options, 
agreed  on  a  recommendation  and 
reviewed  with  John  West. 


Together,  the  trio  turned  a  hundred 
acre  field  into  a  beautifully  synchro- 
nized plant  whose  five  giant  buildings 
(assembly,  boom  fabrication,  paint 
and  block,  boiler  and  warehouse) 
feed  each  other  like  a  championship 
basketball  team. 

The  five  buildings  consumed  2,500 
tons  of  structural  steel,  350,000 
square  feet  of  floor  space  and  3.5 
miles  of  pipe— from  three  to  12  inches 
in  diameter  It's  a  sophisticated  set-up. 

Demand  for  Manitowoc's  cranes 
created  enormous  time  pressures, 


which  meant  designing  and  building 
simultaneously,  procuring  early  and 
carefully,  and  staying  flexible  enough 
to  handle  the  inevitable  surprises. 
"We  expedited','  says  Clem. 
"You  understate','  replies  Larry, 
who  adds  with  parental  pride,  "I've 
spent  25  years  in  this  business,  and 
I've  never  seen  a  smoother  project. 
No  false  starts.  No  overtime.  It  was 
textbook,  because  John  and  Clem 
knew  exactly  what  they  wanted'.' 

And  Larry  Connolly  knew  exactly 
how  to  deliver  it. 

If  you're  planning  a  project,  and 
you'd  like  it  delivered  in  record  time 
and  under  budget,  call  Morrison-  " 
Knudsen's  CEO  Bill  McMurren,  \ 
(208)  386-6700,  and  he'll  get  the 
right  people  to  your  office  PDO. 

They'll  take  no  more  than  a  half 
hour,  and  they'll  tell  you  how  M-K 
can  shave  dollars  and  days  off 
your  project. 
Just  as  they  did  for  Mr.  West's,  i 
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Put  A&A's  environmental 
risk  planning  to  the  acid  test 


Alexander  &  Alexander's  special 
Mational  Environmental  Action  Team  can 
lelp  safeguard  your  company's  assets. 
iAfe  view  financial  nsk  through  your  eyes. 
_x>ok  beyond  the  treatment,  transportation 
and  storing  of  hazardous  wastes  to  the  en- 
ire  spectrum  of  pollution  liabilities— from 
generation  to  disposal. 

With  A&A,  you'll  have  access  to 
expert  environmental  scientists  who  do 
detailed  on-site  risk  assessments.  And  we'll 
ntegrate  insurance  coverage  with  an 
ongoing  pollution  loss  control  program 
rhat's  important.  Especially  now,  when 
Dusinesses  must  comply  with  new,  more 
stringent  EPA  regulations  and  protect  them- 
selves against  environmental  liabilities, 
Darticularly  those  resulting  from  gradual 
and  non-sudden  pollution. 

Only  by  working  from  the  client's 
Domt  of  view  can  we  be  sure  a  company  gets 
he  most  comprehensive,  cost-efficient  pro- 
grams possible 

Full  pollution 
liability  coverage 

This  insider's  vantage  point  enables  us 
:o  be  in  the  vanguard,  formulating  contracts 
hat  go  beyond  hazardous  waste  coverage 
o  full  pollution  liability  protection. 

Because  we  anticipated  such  cover- 
age would  burgeon  in  importance,  our  88 
J.S.  offices  have  environmental  insurance 
coordinators  with  ready  access  to  our 
corporate  expertise.  We  maintain  strong 
contacts  in  Washington  to  stay  up-to-the- 
minute  in  this  rapidly  evolving  field.  And 
lelp  insurers  develop  pollution  coverages  to 
assure  you  of  adeguate  capacity  and  com- 
petitive terms. 

We  are  ready  to  look  at  any  business 
—medium  or  large— in  any  industry  and 
help  create  a  total  compliance  program. 

We  think  a  big  reason  A&A  has 
become  one  of  the  largest  and  most  trusted 
insurance  brokers  worldwide  is  that  we 
work  the  same  way  with  every  client. 
From  the  client's  point  of  view.  And  in  our 
business,  that's  the  acid  test. 


^Alexander 

From  the  client's  point  of  view. 


Experts  from  Advanced  Environmental  Technology  Corp  of  Morns  Plains,  N 
cleaning  up  improperly  handled  hazardous  wastes. 


But  he  never  sold  the  railroad.  In 
building  his  conglomerate,  Johnson 
neglected  maintenance  on  the  Gulf 
part  of  the  railroad,  with  the  result 
that  when  he  tried  to  sell  it  in  the  late 
Seventies,  nobody  would  buy  it.  Prac- 
tically every  other  road  took  a  look  at 
the  ICG,  and  in  1979  there  were  brief 
negotiations  with  the  Southern  Rail- 
way. But  nobody  bought. 

So  Johnson  changed  course.  Since 
1977  he  has  poured  $2.5  billion  into 
maintenance  and  upgrading  of  the 
ICG.  Today,  in  the  words  of  Charles 
Shannon,  senior  consultant  at  the 
Wyer,  Dick  Co.,  the  consulting  firm 
that  appraised  the  Penn  Central  and 
Erie  Lackawanna,  "The  ICG  is  a  valu- 
able property,  one  of  the  better  operat- 
ed railroads  in  the  country."  Others  in 
the  railroad  industry  concur.  But 
Johnson  no  longer  has  it  actively  up 
for  sale.  He  took  it  off  the  market  last 
August,  explaining  that  he  did  so  be- 
cause a  new  law  enabled  him  to  wring 
hundreds  of  millions  more  in  tax  cred- 
its out  of  it.  "We  visualize  the  ICG 
becoming  part  of  one  of  the  very  large 
rail  systems  now  being  evolved  in  the 
rationalization  of  lines  throughout 
the  U.S.,"  stated  Johnson,  63,  in  a 
written  reply  to  a  Forbes  question. 
But,  he  added,  that  is  not  likely  before 
"the  end  of  1983.  This  will  permit  us 
to  write  off,  for  tax  purposes,  at  least 
82%  of  $327  million  of  ICG  track 
investment  which  was  undepreciable 
prior  to  the  Economic  Recovery  Tax 
Act  of  1981." 

Not  only  tax  credits.  Johnson  has 
been  selling  the  properties  piece- 
meal— last  year  the  ICG's  $82  million 
pretax  income  included  $46  million 
from  real  estate  and  tax  credit  sales — 
and  he  still  has  $193  million  worth  of 
remaining  real  estate  to  sell.  John- 
son's aim  seems  to  be  to  turn  all  the 
railroad's  ancillary  assets  into  cash 
and  then  sell  the  unadorned  ICG 
within  the  next  two  years. 

That  could  be  an  interesting  deal. 
Last  year  the  ICG  earned  $36  million 
from  operations.  Based  on  that  level  of 
income,  Forbes  estimates  that  if 
Johnson  sold  the  road  today  he  could 
get  approximately  $350  million, 
$618.5  million  below  its  stated  book, 
which  would  become  a  massive  tax 
credit  to  shelter  the  earnings  of  the 
diversified  company  he  has  built. 

Compared  to  ICG  earnings,  the 
nonrail  earnings  are  strong.  By  acquir- 
ing and  pruning  companies,  Johnson 
has  built  the  nonrailroad  part  of  IC 
into  a  $3  billion  (revenues)  company 
that  brought  in  $212  million  in  oper- 
ating income  last  year.  In  1978  he 
fought  and  won  a  tough  takeover  bat- 
tle to  acquire  Pet  Inc.,  the  then  $1 


billion  specialty  foods  maker.  He  has 
sold  off  low-profit  lines,  and  last  year 
Pet  contributed  $55  million  of  operat- 
ing income  to  IC's  total  plus  a  $5 
million  nonrecurring  gain  on  sale  of 
property. 

The  bottling  operation,  Hussmann 
supermarket  refrigeration  equipment 
and  other  consumer  lines  are  all  doing 
well;  Abex'  castings,  auto  and  rail 
equipment  are  hurt  by  the  recession 


For  sale,  late  1983 


Johnson  has  spent  some  $2.5  bil- 
lion in  the  last  six  years  to  turn  the 
ICG  into  a  good  railroad  running 
from  Chicago  through  Illinois  farm 
and  coal  regions  to  the  Gulf. 


but  are  capable  in  a  good  year  of  earn- 
ing over  $80  million  pretax.  Johnson, 
in  other  words,  has  the  tidy  conglom- 
erate he  always  planned  on.  But  its 
relatively  good  performance  is  shad- 
owed by  the  railroad,  which  makes  up 
53%  of  IC  Industries'  $3.7  billion  in 
assets,  and  whose  losses — $11.5  mil- 
lion in  the  first  quarter — pull  down  IC 
earnings. 

The  stock  market,  with  its  habitual 
short-term  focus,  clamors  for  Johnson 
to  rid  IC  of  the  railroad.  "Get  rid  of  the 
railroad  and  IC  would  be  an  interest- 
ing investment,"  says  one  institution- 
al investor.  IC  stock  recently  sold  at 
29 'A,  a  65%  discount  from  book  val- 
ue, a  6  multiple  on  the  company's 
nonrail  earnings. 

Johnson,  of  course,  does  intend  to 
sell  the  ICG,  but  not  yet.  Meanwhile, 
he  has  been  spending  spare  cash  to 
acquire  IC's  stock — $108  million  last 
December  in  a  tender  offer  to  share- 
holders and  $72  million  last  month  to 
purchase  Union  Pacific's  14.3% 
block.  By  doing  so,  IC  is  inducing  pre- 
ferred shareholders  to  switch  to  com- 
mon at  its  depressed  price  by  increas- 
ing common's  yield.  At  the  same  time 
IC  manages  to  set  up  a  bank  of  com- 
mon stock  to  be  ready  for  another 
consumer  acquisition. 

Who  will  buy  the  ICG?  The  two 
names  mentioned  most  often  by  rail- 
road men  are  the  Canadian  Pacific  and 
the  Southern  Pacific. 

The  CP  seems  the  better  bet,  since 
its  Soo  Line  could  hook  up  with  the 
ICG  at  Chicago.  The  ICG  would  give 
it  access  to  the  Gulf.  However,  such  a 
merger  would  make  sense  only  if  ex- 
port coal  business  through  the  Gulf 
should  pick  up.  It  hasn't  yet,  but 
ICG's  marketing  department  is  opti- 
mistic and  has  developed  a  price 
schedule  that  competes  with  the  cost 
of  multiple  handling,  via  truck  and 
barge,  which  is  ICG's  traditional  Mis- 
sissippi River  competition.  The 
Southern  Pacific  could  use  a  tie-up 
with  the  ICG  for  the  same  reasons. 
However,  the  Southern  Pacific  is  in 
shaky  financial  shape,  and  CP  just 
reported  first-quarter  earnings  down: 
two  more  reasons  Johnson  is  better  off 
biding  his  time  selling  the  railroad. 

In  1984  Bill  Johnson  will  be  65  and 
may  be  thinking  of  bowing  out.  If  he 
can  do  so  leaving  behind  a  thriving 
diversified  company,  its  earnings 
sheltered  for  years  thereafter  by  a  tax- 
loss  carryforward  from  the  sale  of  the 
ICG,  he  will  have  recycled  capital, 
built  a  company  with  a  future  out  of 
less  than  promising  parts,  and  com- 
pleted the  job  in  some  18  years. 
Which  isn't  such  a  long  time  when 
you  think  about  it.  ■ 


FORBES,  JUNE  21,  1982 


129 


Now  the  Air  Force  goes  to  sea -for  a  better  view  of  the  w 


The  ship  is  the  USNS  Observation  Island.  Its  a 
special  ship  with  a  special  mission.  On  the  stern: 
one  of  the  most  advanced  detection  and  tracking 
radars  in  the  world.  It's  the  newest  "look"  in  the 
Air  Force,  and  an  outstanding  example  of  how 
Raytheon  delivers  the  electronic  goods  that  keep 
our  government  one-up  in  a  fast-paced  tech- 
nological world. 

This  sophisticated  oceangoing  radar  will 
extend  the  vision  of  a  similar  Raytheon-built 


system  on  one  of  the  Aleutian  Islands.  Togethe 
they  will  monitor  foreign  ballistic  missile  tests. 

Raytheon  and  radar  have  been  virtually 
synonymous  since  the  electronic  era  began. 
It's  not  surprising,  then,  that  radar  technology 
plays  a  pivotal  role  in  a  wide  variety  of  elec- 
tronic systems  we  supply  to  help  bolster  nation 
security.  Patriot  and  Hawk  air  defense  systems 
for  example.  Sparrow  air-to-air  missiles.  Ship- 
board search  and  fire  control  radars.  Air  traffi< 


le  yonder. 


ltrol  and  landing  systems.  And  two  large, 
lytheon-built,  land-based  radars  that  stand  watch 
the  Atlantic  and  Pacific  coasts  to  warn 
linst  submarine-launched  ballistic  missiles. 

In  all  these  programs— and  many  more— 
*  involvement  typically  ranges  from  early 
earch  and  development  to  volume  production, 
e  result  is  a  balanced,  diversified  government 
iiness— one  that  makes  a  major  contribution 
Dur  continuing  growth. 


Raytheon... a  $5.6  billion  company  in 
electronics,  aviation,  appliances,  energy,  con- 
struction, and  publishing.  For  our  latest  financial 
reports,  please  write  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington,  MA  02173. 


As  I  See  It 


Inflation.  Poverty.  Dying  industries.  The  world  today.  There  is  today  at  the 

t/                               J                        i                    -ii  bottom  a  life  of  d&yrouille  [getting  by, 

crisis  is  universal,  a  great  historian  tells  managmgi-of  fraud,  of  black  mar 
Forbid.  Politicians  who  promise  quick 
cures  are  fools  or  liars. 


A  chat  with 
Fernand  Braudel 


By  Lawrence  Minard 


DID  YOU  THINK  HISTORY  boring 
when  you  were  in  school? 
Maybe  not  boring  but  irrele- 
vant, unconnected  with  the  real 
world  as  we  all  live  in  it-  Then  try 
reading  Fernand  Braudel,  the  great 
French  historian.  You  won't  find  a 
great  deal  about  dates — 1066,  1776, 
1939  and  all  that.  You  will  find  in- 
sights that  will  help  explain  what  is 
happening  to  the  world  of  today  (even, 
in  a  sense,  what  is  happening  in  the 
stock  market,  long  term,  of  course). 

Braudel  is  a  materialist,  though  not 
of  the  Marxist  mode.  (Marxists  don't 
like  Braudelian  history  because  it 
questions  the  power  of  "the  working 
class"  and  because  it  argues  that  "cap- 
italism" has  existed  for  much  longer 
than  most  Marxists  like  to  think.)  He 
is  a  materialist  because  he  thinks  the 
course  of  history  is  determined — not 
by  flaming  idealists  or  heroes  or 
bloody  battles — but  by  the  interaction 
of  physical  events  and  ordinary  hu- 
man beings.  "Man  is  more  acted  upon 
than  actor,"  he  once  said.  In  a  sense 
he  is  a  businessman's  historian. 

Braudel  is  skeptical  of  men  like 
Frangois  Mitterrand,  the  current 
French  president,  who  claims  he  can 
remake  French  history  in  a  few  years 
with  the  passage  of  a  few  laws.  In 
Braudel's  world,  change  is  inexorable 
but  slow.  There  is  little  men  can  do  to 
speed  it  or  slow  its  course.  Charming 
and  still  vigorous  at  79,  Braudel  was 
interviewed  by  Forbes  recently  in 
his  spacious  sunlit  office  at  Paris' 
Maison  des  Sciences  de  l'Homme, 
the  vast  Ford  Foundation-like  insti- 
tute Braudel  directs.  We  wanted 
some  historical  guidance.  Why  all  this 


inflation?  Unemployment?  Seeming 
breakdowns  in  both  capitalist  and  so- 
cialist societies?  Poverty  in  the  Third 
World?  Bewildering  swings  of  the  po- 
litical pendulum  from  right  to  left  and 
back  again? 

Braudel:  "You  see,  we  are  in  the 
midst  of  a  long,  historians  would  say 
secular,  crisis.  When  a  politician  says, 


I  don't  pay  my  taxes,  I  don't  fill 
in  my  statement  of  income.'  And  this 
is  a  very  considerable  layer.  This  un- 
derground economy,  which  doesn't 
appear  in  national  income  accounts, 
accounts  for  perhaps  30%  of  France's 
national  income  and  40%  of  Italy's.  It' 
is  the  salvation  of  the  ordinary  people 
who  say:  'We  must  go  on,  we  must 
find  a  way.'  " 

Braudel  cites  Italy,  perplexing  to  so 
many  Americans.  The  government 
has  broken  down,  the  big  industries 
are  in  chaos,  terrorists  swarm.  Yet 
daily  life  goes  on.  By  and  large,  the 
society  resists  the  crisis. 

"I  know  an  Italian  town  called 
Prato,  near  Florence.  Prato  does  better 
than  resist  the  crisis.  It's  a  fully  pros- 
perous town  at  the  present,  full  of 
very  small  enterprises.  Its  people 
work  12,  14,  15  hours  a  day.  They 
hold  two  or  more  jobs.  They  don't 
worry  too  much  about  respecting  the 
rules.  But  they're  extremely  prosper- 
ous. That's  the  way  it  is:  When  things 
fall  apart  at  the  top,  salvation  comes 


1* 
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French  historian  Fernand  Braudel 

"The  underground  economy  is  the  salvation  of  the  ordinary  people.' 


'We  are  going  to  come  out  of  this 
crisis  quickly,'  the  historian  wants  to 
laugh.  We  are  going  to  be  in  this  crisis 
until  the  year  2000.  Because  it  is  a 
crisis  of  structures." 

Don't  be  put  off  by  this  talk  of 
"structures"  and  "secular  crisis." 
Braudel,  always  talking  about  the  real 
world,  not  an  abstract  world,  goes  on: 

"In  the  third  volume  of  my  new 
book'  I  have  a  kind  of  explanation  of 

'Civilization  and  Capitalism.  ISth-lHth  Century, pub- 
lished by  William  Collins  Sons  &  Co.  itiul  llaipcr  & 
Row  Vol  1,  Structures  of  Everyday  Life,  is  now 
available  in  Fiif>li>J>  translation.  Vol  J  will  appear 
later  this  war  and  Vol  3  in  1983. 


from  the  bottom. 

"The  [present)  crisis  is  at  the  top, 
not  a"t  the  bottom." 

How  can  this  be?  Because,  says 
Braudel,  economic  life  consists  of  sev- 
eral layers.  At  the  bottom  is  what 
Braudel  calls  "material  life" — the  dai- 
ly grind  of  peasants  and  artisans, 
moonlighters  and  taxi  drivers  scrap- 
ing by  on  their  own  outside  estab- 
lished channels,  not  overly  concerned 
about  paying  their  taxes.  Above  this  is 
a  second  layer — the  market  economy, 
the  transparent  economics  textbook 
world  of  supply  and  demand  and 
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clearing  prices.  Hovering  above  this  is 
Braudel's  third  layer:  the  sophisti- 
cated world  of  capitalism,  which  at- 
tempts to  manipulate  conditions  in 
the  layers  beneath  it. 

In  Italy,  says  Braudel,  the  first  layer 
has  hardly  changed,  despite  the  eco- 
nomic crisis.  The  market  economy, 
too,  goes  on  as  people  continue  to  buy 
and  sell.  Only  the  topmost  layer,  cap- 
italism, has  been  disturbed. 

"In  times  of  crisis,"  says  Braudel, 
"all  governments  become  oppressive. 
They  tax  too  heavily.  And  big  busi- 
ness is  badly  hit." 

So  the  parallel  economy  emerges: 
Prato,  Braudel's  little  town  in  Italy. 

The  wise  State,  then,  doesn't  try  to 
engineer  society  to  some  blueprint:  It 
encourages  the  lower  levels,  the 
household  and  market  economies.  It 
sets  them  free  to  become  creative. 
France's  new  leftist  ruler,  Francois 
Mitterrand,  doesn't  understand  this. 

Braudel:  "So  today,  if  I  were  ruler  of 
France — which  I  wouldn't  like — but  if 
I  were  ruler,  I  wouldn't  worry  too 
much  about  the  larger  firms,  because 
to  give  them  money  is  to  prevent  soci- 
ety from  reforming  itself.  Instead  of 
spending  on  the  multinationals,  I'd 
spend  it  on  the  small  enterprises,  be- 
cause they're  the  ones  that  find  the 


tremendous  effort  for  scientific  re- 
search. I  make  one  suggestion,  which 
will  not  be  followed:  If  you  build  enor- 
mous enterprises,  you  won't  succeed. 
What  succeeds  is  five  or  six  people.  In 
science  as  well  as  production  I  favor 
small  enterprises.  I  would  have  pre- 
ferred to  give  a  lot  of  money  to  small 
enterprises  and  left  it  at  that.  The 
French  government  is  trying  to  take 
over  the  big  ones.  I  hope  it  succeeds, 
because  if  it  doesn't,  too  bad  for 
France." 

What  will  happen? 

"There  will  be  a  French  political 
reaction.  From  the  Right,  from  the  Left, 
from  the  Left  and  the  Right.  There  are 
many  possible  combinations." 

What  advice,  then,  for  Ronald  Rea- 
gan, for  Margaret  Thatcher? 

"My  only  idea  would  be  the  maxim 
of  Cardinal  Grandvel.  He  was  one  of 
the  advisers  of  Philip  II  of  Spain  [1527- 
98].  His  maxim  was  'Durate.'  It's  the 
Latin  imperative,  'Last!'  I  think  the 
point  of  a  political  experience  is  to 
last.  Not  to  go  fast.  Last.  In  my  opinion 
Reagan's  experience  can  be  judged 
only  if  he's  reelected.  Because  in  a 
short  time  it's  impossible  to  succeed 
completely.  It  was  three  times  for 
Roosevelt.  Louis  XIV  went  on  for  over 
50  years.  Even  Napoleon  lasted  al- 


new  solutions.  A  profound  crisis  re- 
quires a  technological,  a  structural  re- 
newal, and  this  rarely  comes  from  the 
top.  I  think  this  is  true  for  France,  and 
for  the  U.S.  I  think  it's  a  rule.  The 
Industrial  Revolution  of  the  18th  cen- 
tury was  pushed  up  mainly  by  very 
small  enterprises." 

Surely  that  rings  a  bell  with  those 
who  are  disenchanted  with  our  large, 
increasingly  bureaucratic  corpora- 
tions and  look  for  hope  to  the  newer, 
smaller  companies.  Venture  capital- 
ists, take  heart.  Braudel  goes  on: 

"Another  point:  France  is  making  a 


most  15  years." 

You  have  written,  approvingly,  of 
the  50-year-cycle  theory  of  Nikolai 
Kondratieff  (Forbes,  Nov.  9,  1981). 
One  of  his  conclusions  is  that  politi- 
cians are  largely  powerless  to  act  in 
the  face  of  secular  economic  shifts. 

Braudel:  "I'm  afraid  that  conclusion 
is  correct.  But  the  problem  is  not  to 
struggle  against  crisis,  but  to  live  with 
it.  If  I'm  going  downhill  in  my  car,  I 
am  still  able  to  control  the  motion  of 
my  car.  It  is  possible  to  live  with 
crisis.  Look  at  the  Japanese,  they're 
not  doing  so  badly.  It  is  always  possi- 


ble to  manage  in  relation  to  any  cir- 
cumstance. The  political  mistake  of- 
ten made  is  to  say  that  there  is  no 
general  crisis.  Of  course  there  is  a 
general  crisis.  There  will  be  inflation, 
recession,  unemployment.  One  must 
live  with  these  calamities." 

The  implication  is  clear:  Govern- 
ments shouldn't  do  too  much  "fix- 
ing." Many  situations  take  care  of 
themselves,  given  time.  Don't  rush 
history  But  don't  try  to  retard  it,  ei- 
ther. Braudel  recalls  the  Luddites 
who,  in  the  early  19th  century,  went 
around  smashing  textile  machinery 
because  it  put  them  out  of  work.  That 
was  no  isolated  happening: 

"There  were  many  protests  in  1669 
when  a  stagecoach  covered  the  dis- 
tance from  Manchester  to  London  in  a 
day.  [It  would  be]  the  end  of  the  noble 
art  of  horsemanship;  it  spelled  ruina- 
tion for  saddle  and  spur  manufactur- 
ers; it  meant  the  disappearance  of  the 
Thames  boatmen.  But  the  trend  con- 
tinued. The  price  of  transport  fell,  and 
even  more,  small,  speculative  capital- 
ists profited  by  it.  They  heralded  the 
changing  times." 
And,  in  the  end,  everyone  benefited. 
To  read  Braudel's  great  books — he 
has  written  only  two:  his  latest,  and 
the  two-volume  The  Mediterranean 
and  the  Mediterranean  World  in  the  Age 
of  Philip  II  (the  first  draft  of  which 
Braudel  wrote  from  memory  in  a 
World  War  II  German  prisoner-of-war 
camp) — is  to  wander  through  a  bright 
museum  on  a  winter  day.  Here,  from 
12th-century  Spain,  is  a  scrap  of  pa- 
per, its  surface  smooth  enough  to  ap- 
ply, a  few  centuries  later,  a  printing 
press.  There,  a  village  expanding  to  a 
town  exploding  into  a  complex  city — 
and  making  civilization  possible. 
Over  there  is  a  rutted  road:  Europe's 
roads  were  so  appalling  in  the  19th 
century,  Braudel  reminds  us,  that  Na- 
poleon's troops  moved  at  the  same 
rate  as  Julius  Caesar's. 

Braudel  is  the  leading  proponent  of 
the  annates  school  of  history,  founded 
in  1929  by  the  great  French  historians 
Marc  Bloch  and  Lucien  Febvre  as  an 
alternative  to  the  Sorbonne's  great- 
men,  great-events  historical  vision. 
Braudel  and  his  disciples  sift  through 
history's  debris  to  look  at  life  through 
the  eyes  of  ordinary  people.  What  and 
how  did  they  eat?  How  did  they  die? 
What  was  the  market  in  15th-century 
Lyons  like?  What  did  it  mean  for  Eu- 
rope's peasants  to  grow  wheat  and 
not,  like  Asian  peasants,  rice?  (An- 
swer: Wheat  cultivation  led  to  animal 
husbandry  and  hence  to  man's  usp  of 
animals  in  the  fields  and  for  transport. 
Rice  culture,  by  contrast,  led  to  hand- 
work production — and  more  collec- 
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tivizcd  societies.)  A  fundamental  les- 
son from  annates  is  that  human  life  is 
a  grinding  repetitive  process. 
Things  change  slowly:  There  are  al- 
ways elements  of  the  past  embodied 
in  the  present. 

The  media  postulate  "problems" 
and  demand  "solutions."  The  politi- 
cians say:  "Elect  me  and  I'll  cure  this 
and  cure  that."  Or,  "My  opponent  is 
mismanaging  the  economy;  I'll  man- 
age it  better."  Braudel  smiles.  He 
smiles  at  Americans  who  proclaim 
Reaganomics  a  failure  when  it  has 
hardly  started.  At  the  Laffentes,  who 
think  a  tax  cut  will  work  miracles.  At 
the  leftists,  who  promise  painless 
cures  for  unemployment  and  poverty. 

Looking  to  shatter  his  certainty, 
you  ask:  What  about  the  Japanese? 
They  are  managing  their  economy 
well.  They  are  dealing  with  their 
problems. 

Braudel:  "Don't  forget,  in  any  long, 
worldwide  crisis,  there  is  always  a 
sheltered  economy.  At  the  moment 
it's  the  Japanese  economy.  In  the  17th 
century  it  was  Holland.  All  Europe 
was  in  trouble,  except  Holland." 

The  U.S.,  too;  Braudel  thinks  the 
U.S.  will  weather  this  storm. 

"The  world  economy  is  almost  al- 
ways centered.  It  is  now  centered  in 
New  York.  But  in  a  time  of  crisis, 
there  is  often  a  decentering." 

So  does  he  see  the  center  moving 
westward,  toward  Japan  and  the 
Pacific? 

"No,  not  yet.  Maybe  in  20,  30,  40 
years.  Personally,  I  think  the  center  is 
going  more  toward  the  Gulf  of  Mexi- 
co. But  there  is  a  French  economist 
and  adviser  to  Mitterrand,  Jacques  At- 
tali,  who  shares  (many  of |  my  ideas. 
He  thinks  the  center  is  moving  more 
toward  the  Pacific,  and  that  the  U.S.  is 
no  longer  concerned  with  Europe.  A 
kind  of  abandonment,  today,  of  the 
Atlantic,  as  an  abandonment  of  the 
Mediterranean  happened  in  the  16th 
and  17th  centuries. 

Where  does  that  leave  Europe?  Not 
well  off,  he  replied. 

"Today,  there  [can  be]  no  great  pow- 
er without  a  certain  [amount  of]  space. 
France,  England,  Italy,  Germany, 
Spain — they  have  no  weight.  A  great 
power  is  only  possible  if  Europe  consti- 
tutes itself  like  the  U.S  But  we  are  a 
long  way  from  that.  Europe  didn't  hap- 
pen at  the  time  of  de  Gaulle.  There  was 
no  enthusiasm  for  Europe. 

"Too  bad  for  France.  Too  bad  for 
Europe." 

But  you  have  the  Common  Market. 

"That's  not  enough.  It's  a  question 


of  enthusiasm.  The  French  would 
have  to  feel  that  the  Italians  arc  worth 
as  much  as  they;  that  the  Spaniards 
deserve  to  enter  the  Common  Market; 
that  the  English  are  impossible  but 
must  be  put  up  with;  that  the  Germans 
have  to  be  put  up  with,  even  loved. 

"But  Europe  is  a  history  of  civil 
wars.  It's  as  if  the  American  Civil  War 
started  with  Columbus  and  went  on 
until  Reagan.  I'm  from  Lorraine,  from 
the  border.  I  was  taught  that  the  Ger- 
mans had  to  be  killed,  that  war 
against  Germany  was  natural.  It  was 
the  same  for  the  Germans.  We  fought 
with  good  consciences.  The  Europe- 
ans are  intelligent,  but  they  do  not 
succeed  in  rising  above  their  past, 
their  memories.  It  is  that  past  that 
poisons  us." 

What  will  happen  with  Poland? 

"Well,  I'm  sorry  to  say  it,  but  I  don't 
think  Poland  is  going  to  come  out  of 

Quite  evidently  we  are  com 
ing  back  to  a  worldwide 
economy.  That  is,  much  of 
the  Communist  world  has 
opened  up.  I  think  Russia 
will  again  open  (as  in  1689 
under  Peter  the  Great):  It 
can't  afford  not  to  open  up. 


Yalta's  jail  for  a  long  time  yet.  I  am 
very  sorry." 

Yet  France,  with  Germany,  has 
agreed  to  large  natural  gas  purchases 
from  the  Soviet  Union,  Poland's 
oppressor.  Do  you  think  Soviet  gas  will 
endanger  Western  Europe's  freedom? 

"I  don't  honestly  think  so.  The  gas 
won't  be  here  until  1990.  Let's  see 
what  happens  then.  They  say  the  Rus- 
sians will  be  able  to  turn  off  the  tap. 
But  so  will  we.  The  Americans  sell 
wheat  to  the  Russians;  your  material 
interests  take  precedence  over  your 
political  beliefs.  I  do  not  protest.  But  it 
is  impossible  to  expect  of  others  what 
you  don't  do  yourselves.  [Besides]  I'd 
rather  we  exchange  wheat  and  gas  than 
nuclear  weapons.  I  think  if  one  loves 
the  world,  it  is  impossible  not  to  seek 
to  maintain  economic  relations." 

You  are  rather  pessimistic  about 
the  prospects  for  the  developing  coun- 
tries. But  doesn't  the  longue  duree — 
the  very  long  run — view  show  that 
underdeveloped  countries — the  U.S. 
last  century,  England  in  the  15th  cen- 
tury— do  in  fact  develop? 

"Fifteenth-century  England  was 
close  to  the  [world  economic]  center. 
It  was  connected  to  Europe.  If  France, 
today,  were  close  to  New  York — or 
maybe  Miami,  in  the  sun — that 
would  help  France  a  lot.  France  was 


always  close  to  the  center  of  the  | 
world,  but  never  was  the  center, 
economically. 

"The  problem  then  is  to  be  connect- 
ed. Don't  delude  yourself:  No  country 
in  the  world  is  independent,  except 
perhaps  the  U.S.  Not  France,  not  the 
Soviet  Union.  Even  Japan  is  a  fragile 
economy.  Fragiie  but  connected 
closely  to  the  dominant  U.S. — con- 
nected, not  separated,  by  the  Pacific 
Ocean." 

Why  do  some  countries  prosper  and 
others  stagnate?  Technology?  China 
had  gunpowder  before  Europe,  the 
Arabs  possessed  superior  theories  of 
navigation  in  the  14th  century.  Indi- 
an, Egyptian,  Chinese  merchants  in 
the  16th,  17th  and  18th  centuries 
were  (and  still  are)  second  to  none. 

Was  it  the  rise  of  Protestantism, 
and  the  corresponding  rise  of  capital- 
ism, as  Tawney  and  Weber  have 
claimed,  that  pushed  Europe  ahead? 
No,  says  Braudel.  The  original  capital- 
ism was  Italian,  and  so,  Catholic.  But 
why  did  Europe,  and  particularly 
northern  Europe  and  especially  En- 
gland, steal  the  march? 

The  reasons,  he  says,  are  complex, 
but  a  general  rule  shows  through: 
"The  growth  and  success  of  capital- 
ism," Braudel  once  said,  "require  cer- 
tain social  conditions.  They  require  a 
certain  tranquility  in  the  social  order 
and  a  certain  neutrality,  or  weakness 
or  permissiveness  by  the  State."  The 
State,  in  other  words,  tolerates  rival 
power  centers — businessmen,  guilds, 
corporations.  That  is  what  has  hap- 
pened in  Europe. 

But  in  China,  by  contrast,  the  privi- 
leged Mandarins  were  beholden  to  the 
State  and  could  not  pass  on  their  power 
and  possessions;  there  was  no  accumu- 
lation of  wealth  within  the  great  fam- 
ilies. No  opportunity  for  capital  to 
accumulate  except  in  the  State.  Simi- 
larly in  the  Islamic  world:  Cairo's  great 
merchant  families  "rarely  were  able  to 
maintain  their  positions  for  more  than 
a  generation.  They  were  devoured  by 
political  society."  But  in  17th-,  18th- 
and  19th-century  England  (and,  later, 
in  the  U.S.)  the  State  was  passive: 
Compound  interest  could  be  applied 
across  many  generations.  Capital 
could  accumulate  in  private  hands. 
Development  economists  and  world 
bankers  should  read  Braudel. 

That  point  should  give  pause  to 
Western  liberals  and  leftists.  They 
complain  that  American  business, 
"which  is  not  answerable  to  the  vot- 
ers," has  too  much  power.  But  it  is 
only  in  countries  whose  governments 
have  tolerated  rival  power  centers 
where  industrial  development  has 
truly  taken  off. 
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In  a  year  when  many  American  workers 
faced  some  tough  insurance  decisions,  NLT 
found  a  way  to  give  them  a  break. 

Since  1902,  coming  up  with  insurance  products  ~ 
;o  meet  the  demands  of  the  times  has  been  a  singular- 
quality  of  NLT's  family  of  insurance  affiliates-National  Life 
ind  Accident,  Great  Southern  Life,  and  Guardsman  Life. 

To  meet  the  unique  demands  of  the  80s,  we 
introduced  products  like  Universal  Life,  giving  policy- 
holders maximum  flexibility  and  value,  a  very  competitive 
term  annuity  aimed  at  the  huge  IRA  market,  and  a  series 
of  discount  life  products  for  large 

employee  groups. 

That  should  tell  you  something  about 
NLT... a  nationwide,  $4.5-billion  company 
that's  deeply  involved  in  insurance, 
broadcasting,  entertainment,  real  estate 
development,  data  processing  and 
lodging. 

There's  a  spirit  at  NLT  today  that 
makes  us  different.  We're  involved  in  a 
variety  of  efforts  aimed  at  developing 
better  products  and  services  for  our 
customers,  and  enhancing  return  to  our 
shareholders.  In  the  process,  we're 
making  NLT  a  more  exciting  place 
to  work. 

We'd  like  to  share  that  spirit  with 
you.  For  more  information,  please  write 
to  Walter  M.  Robinson,  Jr.,  Chairman 
of  the  Board,  NLT,  Nashville, 
Tennessee  37250. 


We're  more 
than  you'd  expect. " 


As  I  See  It 


Japan?  In  that  sense  it  has  for  centu- 
ries been  much  more  Western  than 
Oriental,  Braudel  says.  Witness  its 
17th-century  Mitsui  and  Mitsubishi 
families  and  the  great  trading  houses 
that  still  bear  their  names. 

Braudel  is  not  optimistic  about  the 
prospects  of  closing  the  gap  between 
rich  and  poor  nations. 

"The  break  is  that  of  the  Industrial 
Revolution  and  the  19th  century. 
(Since  then]  the  gap  between  devel- 
oped and  nondeveloped  countries  has 
widened  enormously.  The  popula- 
tions of  the  developing  countries  are 
multiplying.  When  I  was  a  young 
teacher  in  Brazil  40  years  ago,  there 
were  35  million  people.  Now  there  are 
120  million.  In  40  years,  from  35  mil- 
lion to  120  million! 

"When  I  was  teaching  in  Algeria  in 
1924,  there  were  6  million  or  7  mil- 
lion Algerians.  There  are  between  20 
million  and  30  million  today.  They 
ought  to  be  taught  contraception,  but 
it's  difficult.  So  the  world  population 
is  going  to  increase  by  I  don't  know 
how  many  millions,  but  it  is  mainly 
in  the  underdeveloped  countries  that 
it  will  increase,  and  the  income  in- 
creases less  than  the  population.  So 
the  result  is  known  beforehand." 

Let  us  ask  you  about  inflation.  You 
wrote  in  an  essay  that,  from  1791  to 
1817,  prices  generally  rose,  and  from 
1 8 1 7  to  1 852,  they  fell.  Do  you  see  our 
current  secular  inflation  ending? 

Braudel:  "You  know,  inflation  is  an 
extremely  complicated  matter.  For 
one  thing,  it  is  the  result  of  the  expan- 
sion of  states.  They  take  over  eco- 
nomic life,  they  don't  know  how  to 
manage  it.  States  are  perpetually 
bankrupt.  They  get  into  bad  deals,  so 
there  is  always  a  deficit.  And  deficit  is 
inflation.  If  states  go  on  with  deficits, 
there  will  always  be  inflation.  I'm 
afraid  that  in  France — well,  actually 
I'm  convinced  that  inflation  will  not 
go  down  in  France.  Nor  in  Europe.  But 
Reagan  will  do  no  better  than  Mitter- 
rand if,  in  reducing  inflation,  he  cre- 
ates too  much  unemployment." 

Forbes  asked  Braudel  where  he 
thinks  the  world  is  heading.  His  an- 
swer was  philosophical.  "We  are  set- 
ting up  a  new  economy,  a  new  tech- 
nology, a  new  thinking,  a  new  re- 
search, a  new  science,  a  new  way  of 
living  and  a  new  civilization.  Yester- 
day's life  is  over  with.  Good-bye!  I'm 
not  happy  about  it.  But  I'm  an  old 
man  who  prefers  some  rules  and  regu- 
lations of  yesterday." 

:s  he  see  prolonged  stagnation? 
ite  these  words  'stagnation'  and 


'decline'  and  'decadence.'  People  nev- 
er consider  the  whole  of  a  civilization, 
of  an  economy,  of  a  history.  You  say, 
'France  is  in  decadence,  in  decline.' 
But  what  does  that  mean?  [Life  in] 
France  today  is  far  superior'  to  the 
France  of  Louis  XIV  or  of  Napoleon. 
Material  means  are  relatively  enor- 
mous. Child  mortality  is  reduced.  I'm 
free  to  say  what  I  want  even  if  I  dis- 
agree with  the  government.  So  I  feel 
privileged.  If  I'd  had  to  live  at  the  time 
of  Louis  XIV,  I'm  sure  I'd  have  been 
very  unhappy. 

"People  speak  of  decadence  in  Italy. 
But  Italy  is  one  of  the  most  civilized 
countries  in  the  world.  From  1945  to 
1970,  Italian  literature  and  cinema 
were  the  best  in  the  world.  Where  is 
the  decadence?" 

Will  the  society  of  the  future  be  a 
perfectly  egalitarian  society?  Braudel 
shakes  his  head.  No. 

"In  the  heart  of  my  thinking,  I  am 
in  opposition  to  Sartre.  Sartre,  as  you 
know,  wished  for  a  horizontal  [as  op- 
posed to  hierarchical]  society.  That 
would  be  just.  But  I  have  never  seen, 
today  or  in  the  past,  an  egalitarian 
society.  The  minute  you  get  300  or 


400  people,  a  hierarchy  establishes  it- 
self, a  division  of  labor.  There  are  al- 
ways people  who  order  and  people 
who  obey.  You  can  try  to  get  rid  of 
capitalism,  but  the  economic  problem 
will  [force  society]  to  recreate  the 
chain  of  command.  You'll  never  have 
a  horizontal  society  where  there 
would  be  no  one  to  give  orders  and  no 
one  to  obey."  So,  to  Braudel,  Russia  is, 
in  that  sense,  capitalistic,  too. 

Where  do  you  think  the  world  econ- 
omy is  heading? 

Braudel:  "I  believe  that  there  is  a 
movement  again  toward  universahsm 
[of  economies].  That  is,  much  of  the 
Communist  world  has  opened  up.  I 
think  Russia  will  again  open  up  [as  in 
1689  under  Peter  the  Great]:  It  cannot 
afford  not  to  open  up.  So  quite  evi- 
dently we  are  coming  back  to  a  world- 
wide economy." 

Braudel  ends  on  a  modestly  hopeful 
note:  "I'm  not  sure  people  will  be 
wiser  in  2000.  But  on  the  whole,  hu- 
manity progresses.  You  know,  one  of 
my  friends  called  me.  He  had  a  cata- 
ract operation.  He  was  given  a  plastic 
crystalline  lens.  I  told  him:  'You  see, 
there  is  no  decadence  today!'  "  ■ 


Will  Dart  &  Kraft  start  showing  that  it  is  a 
zesty  combination  after  all?  Chairman 
fohn  Richman  is  quietly  confident. 


Tomorrow 


By  Maurice  Barnfather 

Chairman  John  Richman  of 
Dart  &  Kraft  Inc.  makes  no 
excuses  for  a  decision  that 
looks  bad  in  retrospect.  "We  thought 
interest  rates  were  going  down  and 
the  economy  up,"  he  says  of  his 
March  1981  purchase  of  Hobart  Corp. 
for  $460  million— $300  million  of  it 
borrowed  at  prime. 

When  the  interest  rates  went  up 
and  Hobart's  commercial  kitchen 
equipment  sales  declined  with  the 
economy,  the  acquisition  ended  up 
costing  Dart  &  Kraft  51  cents  a  share 


last  year.  Without  that  charge  on 
earnings,  the  $10.2  billion  (sales) 
combination  of  Kraft  Inc.  and  Dart 
Industries  would  have  produced  a 
1981  earnings  gain,  despite  a  $1.20-a- 
share  loss  on  the  sale  of  Kraft  Inc.'s 
old  Thatcher  Glass  subsidiary. 

As  it  was,  earnings  declined  to  $348 
million,  or  $6.36  a  share,  from  $383 
million,  or  $7.03  a  share,  in  1980. 
"This  year  is  going  to  be  miserable, 
too,"  says  an  unfazed  Richman,  refill- 
ing his  pipe  and  accepting  another  cup 
of  tea  in  his  office  at  Dart  &  Kraft's 
new  headquarters,  35  miles  outside 
Chicago.  The  first  quarter  bore  him 
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Brought 


Coffee  from  Costa  Rica... 
Teddy  bears  to  Tacoma. . . 
and  other  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG. . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 


Transway  International  Corporation,  747  Third  Avenue,  New  York,  New  York  10017         NYSE  symbo,:  TNW 


out — earnings  off  6.4%,  on  a  1.6%  rise 
in  sales.  But  Richman,  54,  who  be- 
came Kraft  Inc.  chairman  three  years 
ago  and  engineered  the  September 
1980  merger  with  Dart,  takes  the 
longer  view:  "We're  doing  things  to 
make  an  impact  in  the  next  two 
years,"  he  says. 

A  New  York-born,  Harvard-trained 
lawyer,  Richman  has  been  with  the 
company,  originally  the  National 
Dairy  Products  Corp.,  for  28  years. 
When  he  took  command  in  1979, 
Kraft  was  ready  to  spread  its  wings.  It 
had  surrendered  the  mantle  of  the 
U.S.'  largest  food  company  to  diversi- 
fying Beatrice  Foods,  but  it  was  larger 
by  $1  billion  in  sales  than  General 
Foods  and  larger  than  Campbell  Soup, 
H.J.  Heinz  and  Kellogg  combined.  It 
had  the  strength  of  its  brand  name, 
Kraft,  on  cheeses  of  all  kinds,  jams 
and  jellies,  salad  dressings,  mayon- 
naise and  barbecue  sauce.  It  also  had 
Parkay  margarine,  Sealtest  milk  and 
dairy  products,  Breakstone  cottage 
cheese  and  Breyer's  ice  cream. 

All  of  that  gave  it  supermarket 
muscle  it  longed  to  leverage  onto  oth- 
er, faster-growing  products.  Along 
came  Justin  Dart,  the  Los  Angeles  en- 
trepreneur who  was  ready  to  merge 
his  Dart  Industries — which  on  a  third 
of  Kraft's  sales  was  earning  91%  of  its 
profit — into  a  solid  old-line  company. 

Dart's  Duracell  batteries  and  Tup- 
perware  fit  the  strong  brand-name 
ethos  of  Kraft.  "Look,"  says  Richman, 
"in  most  of  our  businesses  we  are  the 
market  leader."  Duracell  batteries,  es- 


timated at  $550  million  sales,  is  cur- 
rently head  to  head  for  market  leader- 
ship with  Union  Carbide's  Eveready 
Energizer.  With  Tupperware,  the  plas- 
tic bowls  and  storage  canisters  that  are 
sold  directly  at  house  parties,  Richman 
plans  to  add  Kraft's  understanding  of 
the  consumer  market  to  a  direct-sell- 
ing business  that  brought  the  company 
almost  $100  million  in  earnings  last 
year  on  about  $850  million  of  sales. 

Duracell  and  Tupperware  are  grow- 
ing at  a  compounded  rate  of  20%  and 
15%  a  year  respectively,  providing  ag- 
gressive leadership  for  the  food-prod- 
ucts segment  that  brought  in  52%  of 
earnings  last  year  on  69%  of  sales. 
Growth  in  food  is  at  3%  a  year,  but  it 
could  be  more.  Cheese  consumption, 
Richman  points  out,  is  rising.  With 
Kraft,  Philadelphia,  Cracker  Barrel 
and  Velveeta,  Richman  has  the  basic 
product  lines — the  brands  a  lot  of 
Americans  grew  up  with — but  now  he 
needs  variations  on  the  theme  to  ap- 
peal to  a  gourmet  cheese  market. 

But  it  is  hard  to  be  truly  innovative 
in  food;  most  new  products  are  modi- 
fications— soft  cream  cheese,  for  ex- 
ample, or  a  new  whipped  topping 
called  La  Creme. 

The  obvious  alternative:  Win  faster 
growth  through  more  aggressive  mar- 
keting. The  company  can  well  afford 
the  expense.  So  rapid  is  its  cash  flow 
that  before  last  year  was  out  it  had 
repaid  the  $300  million  in  borrowings 
for  the  Hobart  acquisition  and  still  end- 
ed with  $178  million  cash  in  the  till. 

What  Richman  and  President  War- 


Dart  &  Kraft 's  Richman  ( left )  and  Batts 
"Kraft  was  disciplined," says  Batts, 
"but  Dart  was  a  conglomerate." 
Richman  says  the  period  of  adjust- 
ment went  well,  but  1 5%  returns  on 
capital  are  still  three  years  away. 

ren  Batts  must  now  do  is  bring  the 
earnings  growth  out  of  the  merged 
Dart  and  Kraft  companies,  growth 
that  Wall  Street  still  believes  is  there. 
So  far,  according  to  Richman,  the 
merger  has  been  a  success  that 
"doesn't  show  on  the  balance  sheet — 
forming  a  single  corporate  staff,  mov- 
ing into  new  offices."  Batts,  49,  who 
was  president  at  Dart  Industries,  ex- 
plains that  the  two  companies  had  a 
totally  different  operating  style. 
"Kraft  was  disciplined,"  says  Batts. 
"Dart  was  closer  to  a  conglomerate." 

When  they  made  the  merger,  Rich- 
man  called  it  "ten  years  of  acquisi- 
tions rolled  into  one."  Getting  all  that 
operating  smoothly  does  take  time. 
But  the  progress  envisioned  almost 
two  years  ago  should  start  appearing 
soon,  if  ever.  The  goals  are  ambitious. 
"We  want  to  be  in  the  upper  20%  of 
food  companies,"  says  Richman. 
"We're  not  there."  And  for  that,  they 
need  a  15%  return  on  total  capital,  up 
from  today's  12.5%  return.  General 
Mills  and  H.J.  Heinz  averaged  above 
15%  last  year.  Richman  says:  "That 
will  'take  us  at  least  three  years." 

If  they  make  that  goal,  the  merger- 
created  company's  first  two  years  will 
be  seen  simply  as  a  shaking  down 
period,  a  mistake  here,  a  lag  there. 
Batts  is  confident.  "Have  a  little 
faith,"  he  says.  And  Richman  is  can- 
did, as  usual,  but  determined:  "On  the 
earnings  front,"  he  concedes,  "there's 
nothing  to  send  rockets  into  the  air 
about."  Then  he  pauses  for  effect  and 
adds:  "Not  yet."  ■ 
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Want  to  see  record  earnings 
a  rough  economy? 


W  Highlights 


;  imp 


L)t1 


Inside 
this  report 


Despite  economic  conditions,  Borg-Wamer  just  had  a  record  year.  Read  the  highlights  on  the 
first  page  of  our  annual  report,  and  watch  for  continued  growth  in  1982.  That's  Borg-Warner  today.  And  ^^^== 
there's  more  to  come.  In  eight  major  markets,  Borg-Wamer  is  a  company  to  watch. 

Watch 

Borg-Warner 

For  our  complete  annual  report,  write:  Investor  Relations  Dept.,  Borg-Warner  Corporation,  200  S.  Michigan  Ave.,  Chicago,  IL  60604.  Or  call  312-322-8680. 


When  a  family's  strength 
keeps  building  and  building... 

It  must  be  USLIFE. 


To  understand  how  much 
USLIFE  has  grown  in  the  past  five 
years,  look  at  its  compound  annual 
growth  since  1976. 

Individual  new  annualized 
premiums  increased  from  $38  million 
in  1976  to  $81  million  in  1981, 
resulting  in  a  compound  annual 
growth  rate  of  17%. 

Life  insurance  investment 
income  went  from  $79  million  to 
$173  million.  Generating  a  compound 
annual  growth  rate  of  17%.  The  yield 
on  cash  and  invested  assets  went 
from  7.3%  to  8.9%. 

Income  from  continuing  opera- 
tions increased  at  a  compound  an- 
nual growth  rate  of  14%,  rising  from 


$54  million  to  $104  million.  Fully 
diluted  earnings  per  share  rose  to 
$4.07  from  $2.42,  for  a  compound 
annual  growth  rate  of  11%. 

It's  a  growth  story  that  stems 
from  a  strong  management  team,  a 
solid  marketing  strategy,  and  an 
innovative  product  line  all  working 
together.  And  building  together.  We 
believe  it's  a  growth  story  that  will 
continue  for  some  time  to  come. 

So,  learn  why  astute  investors 
are  looking  very  closely  at  the  USLIFE 
family.  Ask  for  our  latest  quarterly 
earnings  and  annual  report  by  writ- 
ing to  Dept.  M,  USLIFE  Corporation, 
125  Maiden  Lane,  New  York.  NY  10038. 
Or  call  212-709-6226. 


Our  family  of  companies. 
Life  Insurance  Financial  Services 


The  United  States  Life 
Insurance  Company 
USLIFE  Life  Insurance 
Company  of  California 
USLIFE  Credit  Life 
Great  National  Life 
Old  Line  Life 
All  American  Life 
Lincoln  Liberty  Life 


USLIFE  Advisers,  Inc. 

USLIFE  Credit  Corporation 

USLIFE  Equity  Sales 

USLIFE  Realty  

USLIFE  Real  Estate  Services 

USLIFE  Systems 

USLIFE  Title  Insurance 
Company  of  Dallas  


Sooner  Life  USLIFE  Title  Insurance 

Security  of  America  Life  Company  of  New  York 


U4IFE 

life  is  a  family  affair 


Is  your  small  copier  a  dog? 
Or  just  working  like  a  dog? 


It  works  days.  It  works  nights.  It  works  harder  than 
was  ever  intended,  simply  because  you  underesti- 
mated your  needs 

So  when  it  breaks  down,  don't  be  surprised 

And  don't  call  it  those  awful  names.  After  all,  most 
small  copiers  weren't  made  for  big  work  loads 

Of  course,  the  compact  Minolta  EP  530R  isn't  like 
most  small  copiers.  It  was  designed  to  do  a  bigger 
job.  The  very  reason  we  call  it  the  bigger  small  copier 

It  even  takes  big  copier  options.  A  document 
feeder.  A  sorter.  And  a  counter  to  help  keep 
track  of  the  copies. 

The  Minolta  EP  530Ralso  has  a  self- 
di     lostic  system.  It  helps  keep  little 
problems,  little  problems.  ^ 

And  because  of  Minolta's  exclusive  *W 
micrc-    i m,    \ stern  you  get  crisp,  cieai 
copies.  Edge  to  edge     —    ^ 


Up  to  11"  x  17" 

The  EP  530R  makes  reduced  copies.  But  if  you 
don't  need  reduced  copies,  you  can  get  the  EP  530R 
without  the  R  (Now  you  know  what  the  R 
stands  for ) 

The  Minolta  EP  530R.  The  copier  that  will  become 
the  office  pet  because  it  will  never  be  the  office  dog 
For  the  name  of  your  nearest  authorized  Minolta 
dealer,  look  under  our  trademark  in  the  Yellow 
Pages.  Or  call  toll-free  800-526-5256.  In 
New  Jersey,  201-797-7808. 


©1982  Minolta  Corporation 


The  EP  530R. 
rh«  biggei  unaU 


MINOLTA 
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Behind  The  Figures 


Edited  by  Barbara  Ettorre 


Sounding  the  Bell,  softly 

Formally,  Randall  Tobias  is  American 
Telephone  &  Telegraph's  vice  presi- 
dent of  "residence  marketing,  sales 
and  services" — anything,  that  is,  that 
connects  with  consumers'  homes.  In- 
formally, Tobias  is  also  an  AT&T  am- 
bassador to  the  cable  television  indus- 
try, and  his  mission  there  is  to  per- 
suade cable  operators  that  Bell  isn't 
really  aiming  to  eat  them  alive.  In  the 
line  of  such  duty  last  month,  Tobias 
took  on  the  16,000-member  National 
Cable  Television  Association  at  its 
annual  convention  in  Las  Vegas. 
AT&T  wanted  to  be  their  "partner"  in 
cable  operations,  supplying  equip- 
ment and  transmission  facilities,  To- 
bias said.  It  has  no  other  interest  in 
cable,  like  supplying  programs. 

"I  felt  like  it  was  16,000-to-l,"  says 
the  affable  Tobias,  40,  an  Indiana  Uni- 
versity graduate  who  was  an  Illinois 
Bell  vice  president  before  joining 
AT&T's  corporate  staff  in  1981.  "But 
after  I  spoke  to  them,  I  had  a  very  good 
feeling  that  they  understood  our  posi- 
tion much  more  clearly.  But  skepti- 
cism persists,  oh  sure."  Of  course,  all 
the  reassurances  in  the  world  might 


AT&T  Vice  President  Randall  Tobias 
Enough  business  for  everybody. 


not  calm  a  skittish  cable  operator. 
After  all,  71%  of  U.S.  households  are 
yet  to  be  wired  up  to  a  cable  system, 
and  Bell  already  has  a  wire  into  virtu- 
ally all  of  them. 

Cable  operators  aren't  alone  in  their 
anxiety.  While  Tobias  was  holding 
hands  with  the  cable  operators, 
AT&T  Chairman  Charles  Brown  was 
seeking  to  reassure  American  news- 
paper publishers  assembled  in  con- 
vention that  Bell  had  no  intention  of 
entering  the  cable  data  business. 

It's  no  surprise,  though,  that  news- 
paper publishers  and  cable  operators 
alike  are  more  than  a  little  uptight  as 
Bell  presses  ahead  with  plans  to  put 
its  Yellow  Pages  on  cable.  Tobias 
thinks  their  fears  are  groundless.  "We 
have  no  designs  on  the  information- 
content  business,"  Tobias  asserts.  But 
what  about  Bell's  intention  to  set  up  a 
cable  Yellow  Pages?  "We  don't  intend 
to  offer  entertainment  or  news — only 
regular  Yellow  Pages  listings.  We 
have  no  experience  in  the  content 
business." — B.E. 


Understatements 

The  most  valuable  baseball  player  in 
the  big  leagues,  as  far  as  Jockey 
International  is  concerned,  is  the 
crafty  nghthanded  pitcher  Jim  Palm- 
er. The  darkly  handsome  Palmer, 
who  recently  notched  his  250th  vic- 
tory with  the  Baltimore  Orioles,  be- 
gan appearing  in  Jockey  underwear 
ads  two  years  ago.  Jockey,  which  had 
been  thought  to  have  about  50%  of 
the  men's  fashion  underwear  mar- 
ket, now  claims  to  be  getting  as 
much  as  a  65%  share  at  "better" 
stores  like  Macy's.  Underwear  now 
accounts  for  roughly  half  of  the  com- 
pany's $240  million  in  sales. 

Your  usual  superstar  endorsement? 
Not  so,  says  Donna  Wolf  Steiger- 
waldt,  chairman  of  Jockey  and,  with 
her  brother  and  sister,  owner  of  the 
privately  held  company.  "Women  buy 
70%  of  men's  underwear,"  she  says. 
"They  think  Jim  Palmer  is  sexy — in- 
credibly sexy."  So  the  company 
signed  Palmer  to  a  contract  thought  to 
be  worth  several  million  a  year  to 
pitch  Jockey  underwear  and  has  in- 
creased its  advertising  budget  from 
$750,000  to  more  than  $7  million 
since  1979 — now  about  7%  of  domes- 
tic sales,  compared  with  an  apparel 
industry  average  of  around  5%. 

Steigerwaldt,  53,  a  former  insur- 
ance consultant,  is  the  daughter  of 
Harry  Wolf,  the  founder  of  Jockey. 
He  was  a  consultant  to  Coopers  Un- 
derwear, which,  in  1934,  began  copy- 
ing the  scanty  bathing  suits  worn  on 
the  French  Riviera.  Wolf  noted  the 


Jocko's  Donna  Wolf  Steigerwaldt 


Selling  to  the  real  buyers. 


popularity  of  the  briefs  among 
American  men,  put  together  enough 
money  to  buy  out  the  Coopers  fam- 
ily and  started  Jockey.  The  company, 
then  as  now  headquartered  in  Keno- 
sha, Wis.,  was  among  the  first 
American  companies  to  license  out- 
side the  U.S.  when  it  struck  a  deal 
with  a  Canadian  firm  in  1936.  To- 
day, says  Steigerwaldt,  Jockey  li- 
censes 35  marketers  worldwide. 

Now,  however,  the  $900  million 
men's  underwear  market  has  ma- 
tured, and  Jockey  already  has  a  12% 
share.  Although  Jockey  is  licensing 
Yves  St.  Laurent  in  the  designer  cate- 
gory and  Wrangler  in  mass  merchan- 
dise, Steigerwaldt  says  she  expects 
only  some  1%  to  2%  growth  a  year. 
Hence  sportswear:  Since  1978  Jockey 
has  sold  Man  in  Motion,  moderate- 
priced  knit  sportswear,  and  in  1979 
added  tennis  wear.  In  1980  came  Ac- 
tivewear,  a  line  of  knit  sports  shirts. 
"For  voyeurs  who  want  to  look  like 
sportsmen,"  says  Steigerwaldt,  "not 
act  like  them." 

Jockey  plans  to  license  the  Yves  St. 
Laurent  label  to  take  on  Izod  and  Polo. 
"We've  got  the  name  to  take  them 
on,"  she  says.  After  that  might  be  a 
line  of  women's  lingerie.  Says  Steiger- 
waldt: "There's  a  lot  to  be  said  for 
underwear." — Bess  Gallanis 


Cartel  on  the  defensive 

"This  is  a  D-flawlcss  diamond.  The 
rumors  about  it  are  not  without 
flaws."  So  began  a  recent  full-page  ad 
in  the  New  York  limes.  The  ad  ripped 
into  diamond  speculators,  claiming 
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the  overall  diamond  market  has  not 
collapsed  and  asserting  that  there  is 
no  better  time  to  buy  a  piece  of  dia- 
mond jewelry.  Signed:  De  Beers. 

Clearly  the  ad  signals  anxiety  with- 
in the  giant  diamond  cartel  and  marks 
a  militant  departure  from  the  senti- 
mental "A  diamond  is  forever"  peren- 
nials produced  by  NW  Ayer,  the  New 
York-based  agency  that  has  been  in 
charge  of  North  American  advertising 
for  De  Beers  Consolidated  Mines 
since  1939. 

But  Stuart  Minton  Jr.,  52,  who  has 
managed  the  De  Beers  account  at 
Ayer  for  12  years,  professes  to  see 
nothing  portentous  in  the  new  strate- 
gy. After  all,  De  Beers  has  weathered 
trouble  before — political  unrest  in 
South  Africa,  for  example,  and  a  glut 
of  small  diamonds  from  the  U.S.S.R. 
(Its  solution  to  the  latter  was  to  pro- 
mote bands  of  small  diamonds  as  the 
perfect  way  to  say  you  would  marry 
her  all  over  again.) 

Now,  however,  the  cartel  seems  to 
be  in  more  serious  straits.  Overhang- 
ing the  market  is  an  estimated  $1.5 
billion  in  De  Beers'  inventory.  Prices 
of  investment-quality  diamonds  have 
plummeted  in  two  years,  from  over 
$65,000  to  $20,000  for  a  flawless  one- 
carat  stone.  Worse,  as  Edward  Jay  Ep- 
stein argues  in  his  new  book,  The  Rise 
and  Fall  of  Diamonds,  small  but  impor- 
tant African  producers  like  Zaire  and 
Angola  have  broken  away  from  De 
Beers.  For  such  reasons  some  people 
are  wondering  if  the  company's  half- 
century  hold  on  the  diamond  market 
may  be  loosening  for  good. 


NW  Aver's  Stuart  Minton 


De  Beers  strikes  back. 


"There's  too  much  diamond  jewel- 
ry in  the  distribution  pipeline,"  says 
Minton  mildly.  "We  need  to  stimu- 
late demand,  and  so  the  ad  had  a  dual 
purpose:  to  educate  consumers  and 
reassure  the  trade." 

Accordingly,  De  Beers  is  spending 
$26  million  in  U.S.  advertising  this 
year,  up  75%  from  1980.  TV  spending 
alone,  Minton  says,  will  jump  to  $10 
million  this  year,  4  times  the  amount 
in  1981.  The  Times  ad  will  probably  be 
followed  by  others  in  the  Wall  Street 
Journal  and  major  papers  in  the  Sun- 
belt, where  Ayer  has  found  a  dispro- 
portionate number  of  diamonds  are 
bought  and  worn. 

Minton  won't  be  around  to  super- 
vise the  campaign.  After  22  years  at 
Ayer,  the  executive  vice  president  is 
leaving  July  2  to  start  a  cable  TV  ad- 
vertising concern,  Minton  Communi- 
cations, Inc.  It  might  occur  to  cynics 
that  his  departure  and  De  Beers'  diffi- 
culties are  more  than  coincidental. 
But  he  says,  "Oh,  no.  This  is  just  a 
curve  in  the  road.  All  accounts  have 
them.  If  there  were  anything  precipi- 
tate, I  would  have  long  since  been  out 
of  here." — Laura  Saunders 


Beer,  BIRP  and  bucks 

"I'm  so  smart,  I  make  myself  sick," 
reads  the  caption  of  the  cartoon  hang- 
ing on  the  wall  of  Robert  Weinberg's 
office  in  Clayton,  Mo.,  a  St.  Louis 
suburb.  "It  was  given  to  me  by  my 
secretary  when  I  was  teaching  at 
MIT,"  says  Weinberg.  "It  helps  keep 
things  in  perspective." 

When  Weinberg  left  as  Anheuser- 
Busch's  vice  president  of  corporate 
planning  1 1  years  ago  to  become  a 
consultant,  he  named  his  beer  studies 
the  Brewing  Industry  Research  Pro- 
gram. It  took  two  years  before  clients 
noticed  what  the  acronym  spelled. 

The  people  who  employ  him — 
about  half  the  country's  major  brew- 
ers— may  not  notice  letters,  but  they 
do  pay  attention  to  the  projections  of 
the  industry's  leading  consultant. 
"Within  three  years,"  he  says,  "the 
top  nine  brewers  will  be  reduced  to 
four,  maybe  five.  Anheuser  and  Miller 
are  certain  to  be  two  of  them."  But  the 
rest — Stroh,  which  acquired  67%  of 
Jos.  Schlitz  in  April  (Forbes,  May  K>), 
Pabst,  Adolph  Coors,  G.  Heileman, 
Olympia,  Genesee  and  C.  Schmidt — 
will  be  reduced  to  two  or  three 
through  mergers  and  acquisitions. 
The  reason  is  simple  economics,  says 
the  man  who  earned  a  degree  in  that 
field  at  Columbia  University. 

"To  compete  nationally,  you  must 
spend  $200  million  a  year  on  market- 
ing, administration  and  general  ex- 


Beer  industry  consultant  Weinberg 
Brewing  ideas. 


penses,"  he  says.  "To  do  that,  you 
need  to  produce  20  million  barrels 
annually."  Only  Anheuser,  Miller  and 
the  newly  enlarged  Stroh  sell  that 
much.  The  remaining  six  averaged  8.9 
million  barrels  last  year.  The  market 
is  growing  2.5%  a  year. 

While  Weinberg  is  known  for  his 
beer  work,  his  true  love  is  studying 
corporations.  His  two  other  research 
operations  follow  corporate  strategy 
and  financing.  "I  get  ideas  by  follow- 
ing the  beer  business,"  says  Weinberg, 
54.  "It's  a  clean  industry.  There  aren't 
many  variables."  That  concentration 
has  led  Weinberg  to  conclude  there 
are  only  four  ways  to  make  a  lot  of 
money:  1)  harness  a  technological 
change  ("IBM  did");  2)  organize  a  dis- 
organized industry  ("There  were  ham- 
burger stands  before  Ray  Kroc  created 
McDonald's");  3)  find  a  business 
where  the  item  price  is  small  but 
there  are  a  large  number  of  transac- 
tions ("Video  games  fit  here");  4)  ex- 
ploit a  vacuum  in  an  existing  industry 
("Philip  Morris  did  with  Miller"). 
Since  1979,  Weinberg  says,  he  has 
spotted  six  markets  ready  to  be 
tapped.  He  won't  say  what  they  are. 
After  all,  clients  pay  R.S.  Weinberg 
and  Associates  (which  grossed  about 
$600,000  last  year)  $25,000  for  that 
kind  of  information. — Paul  B.  Brown 


Good-bye,  old  paint 

Among  robust  entrepreneurs  who  per- 
sonally plugged  their  businesses  on 
television  in  the  Fifties,  no  pitchman 
outdid  Earl  Scheib,  with  his  gravel- 
voiced  refrain:  "I'll  paint  any  car,  any 


144 


FORBES,  TUNE  21,  1982 


Faces 
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mfcolor,  for  $29 .95,  no  ups  and  no  extras. " 
yl  The  inimitable  Mr.  Scheib,  74,  is 
Tstill  selling  hard,  and  living  in  Beverly 
WiHills.  His  company,  Earl  Scheib,  Inc. 
IJ  (fiscal  1982  sales,  about  $40  million), 
Wis  listed  on  the  Amex,  and  manage- 
Eftment — primarily  Chairman  Scheib — 
Iflowns  48%  of  its  2  million  shares.  Late- 
U||ly  the  company  has  a  renewed  luster. 
JLFor  the  fiscal  year  ended  in  April, 
IllScheib  earned  an  estimated  $2.4  mil- 
■Uion,  or  $  1 .20  a  share,  nearly  double  the 
II previous  year's  income.  The  com- 
pany's shares,  which  hit  a  low  of  2Vi  in 
TP  1980,  now  trade  around  10. 

Why  the  nifty  gains?  After  eight 
i  years  of  unprofitable  diversification, 
Scheib  is  back  to  running  its  basic 
,  business — 210  auto  paint  shops  from 
California  to  Connecticut.  "We've 
ibeen  kind  of  snoozing  for  a  while," 
says   Scheib,   explaining  the  com- 
i  pany's  current  expansion  program  (no 
fewer  than  50  new  locations  by  1984) 
after  its  franchisees  lost  more  than 
$800,000  in  1979  and  1980.  The  cur- 
\  rent  bad  news  about  the  economy,  he 
figures,  will  encourage  people  to  keep 
i  cars  longer — good  news  for  the  auto 
paint  market. 

His  enthusiasm  would  not  be  quite 
1  so  great  had  Scheib  not  gotten  out  of 


Auto  paint  magnate  Earl  Scheib 
"I  can  sell  anybody  anything. 


paint  manufacture  and  the  franchis- 
ing of  its  shops.  In  fact,  Scheib  sold  its 
break-even  Limbacher  Paint  &  Color 
Works  to  BASF  last  year.  Tiny  $7  mil- 
lion-a-year  Limbacher  couldn't  com- 
pete against  such  giants  as  Du  Pont 
and  Sherwin-Williams,  the  price  lead- 
ers in  the  auto  paint  market.  Scheib's 
standard  paint  job — in  any  of  54  colors 
and  usually  completed  in  a  day — has 
escalated  to  $69.95,  a  still-affordable 
price  tag. 

Scheib  finished  1982  with  more 
than  $5  million — $2.30  per  share — in 
cash  and  with  practically  no  long- 
term  debt.  Expansion  could  come 
easily,  since  all  it  takes  to  open  a  new 
location  is  $50,000  plus  real  estate, 
either  owned  or  leased.  (The  company 
owns  about  25%  of  its  locations, 
Scheib  says,  a  potential  earnings  kick- 
er if  he  should  decide  to  sell  them.) 

These  days  Chairman  Scheib  plays 
golf  in  the  afternoons  and  tends  to  his 
Thoroughbred  horse  breeding  at  his 
Green  Thumb  Farm,  in  Chino,  Calif., 
40  miles  from  his  office.  Though  it 
isn't  his  idea  of  a  good  time,  he  also  is 
preparing  a  new  television  ad  cam- 
paign: ten  30-second  spots  featuring — 
who  else? — Earl  Scheib.  "I've  been  on 
TV  since  1944,"  he  says.  "It  still 
scares  me  to  death.  I  can  sell  anybody 
anything,  but  I  hate  looking  into  the 
camera." — Thomas  Jaffe 


Self-help 

In  the  aftermath  of  the  nuclear  acci- 
dent in  1979  at  Three  Mile  Island,  59 
U.S.  utilities  have  banded  together  to 
form  an  industry  group,  the  Institute 
of  Nuclear  Power  Operations.  They 
hired  Eugene  (Dennis)  Wilkinson,  63, 
a  retired  vice  admiral  (he  had  been  the 
first  commanding  officer  of  the  Nauti- 
lus, the  first  nuclear-powered  subma- 
rine, and,  later,  commander  of  the 
Long  Beach,  the  nuclear-powered  guid- 
ed missile  cruiser),  who  now  oversees 
a  staff  of  288  in  INPO's  Atlanta  head- 
quarters and  an  annual  budget  of  $32 
million. 

That's  a  lot  of  money  to  operate 
what  cynics  may  dismiss  as  merely  a 
public  relations  gesture  by  the  nucle- 
ar power  industry.  Wilkinson  is 
braced  for  disbelief  and  plans  to  ignore 
it.  "We  aren't  here  to  be  a  Charlie 
McCarthy  for  industry,"  he  says  sim- 
ply. "It  is  our  job  to  be  low-key,  to  set 
proper  operation  at  plants." 

Wilkinson  and  his  staff  are  empow- 
ered to  set  training  and  qualification 
standards  for  personnel  operating  nu- 
clear power  plants.  INPO  also  has  the 
right  to  inspect  the  72  nuclear  power 
plants  currently  operating  in  the  U.S. 
"The  accident  at  Three  Mile  Island 


■ 

INPO's  Eugene  (Dennis)  Wilkinson 
$32  million  to  shape  things  up. 


was  a  sobering  event,"  Wilkinson 
says.  "These  plants  weren't  as  abso- 
lutely safe  as  we  thought  them  to  be." 

With  the  Nuclear  Regulatory  Com- 
mission retaining  the  ultimate  power 
of  withholding  operating  licenses  to 
nuclear  operations  it  deems  unsafe, 
Wilkinson  concedes  INPO's  role  is 
limited.  He  notes,  though,  that  the 
group  sets  training  guidelines  for  li- 
censed operators  and  unlicensed 
workers  (the  maintenance  and  sup- 
port staff),  something  the  NRC  does 
not  do.  INPO  can  also  take  "persua- 
sive action"  against  a  stubborn  mem- 
ber: talks  with  management,  the  utili- 
ty's board  of  directors — or,  more  per- 
suasively, its  insurers.  With  $60 
billion  invested  in  the  construction 
and  operation  of  its  nuclear  plants, 
the  industry  is  not  likely  to  ignore 
that  last  option. 

Thus  far,  Wilkinson's  group  has  not 
had  to  apply  its  muscle,  chiefly  be- 
cause of  what  he  calls  the  interdepen- 
dence of  the  industry:  If  safety  is  a 
problem  at  one  plant,  everyone  en- 
dures the  taint.  He  is  working  hard, 
meanwhile,  to  build  INPO's  credibil- 
ity. He  doesn't  insist,  for  example,  that 
nuclear  power  plants  are  safer  now 
than  ever  before.  Wilkinson,  who  was 
an  executive  vice  president  at  a  high- 
tech company  in  California  after  his 
35-year  stint  in  the  Navy,  prefers  to 
point  out  that  the  nuclear  industry 
still  faces  three  big  problems:  financial 
difficulties,  finding  qualified  person- 
nel and  dispelling  negative  attitudes 
Americans  have  about  anything  nu- 
clear.— Desiree  French 
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Being  taken  over  by  a  foreign  company 
can  give  you  a  lift.  Ask  Toledo-based 
Schindler  Haughton  Elevator. 


Going  up 
in  the  world 


By  Howard  Banks 


If  you  have  to  be  taken  over,  it's 
not  such  a  bad  thing  to  have  the 
acquirer  4,000  miles  away.  Take 
Toledo-based  Schindler  Haughton 
Elevator  Corp.  Its  1979  corporate  mar- 
riage with  Switzerland's  Schindler 
Holding  A.G.  has  been  moonlight  and 
roses  compared  to  the  bruising  adjust- 
ment often  involved  in  takeover, 
American-style. 

Reliance  acquired  Haughton  in 
1969  as  part  of  the  baggage  when  it 
acquired  Toledo  Scale.  The  big  elec- 
trical equipment  company  "never  un- 
derstood the  elevator  business,"  says 
Haughton  CEO  M.T.  (Bo)  Wenner- 
bom.  A  Texan  with  a  penchant 
for  chewing  cigars  beyond  the 
point  where  they  can  be 
smoked,  Wennerbom  was 
brought  in  by  Reliance  from 
American  Hoist  &.  Derrick  in 
1973  to  straighten  out  the  ailing 
subsidiary. 

By  1978  Haughton  had  been 
slimmed  down  mainly  on  its 
losing  manufacturing  side, 
while  the  profitable  service  was 
beefed  up.  Haughton  went  from 
the  lowest  to  the  highest  (well 
over  20%)  return  on  assets 
within  Reliance. 

It  was  an  uneasy  alliance, 
mainly  because  of  the  nature  of 
the  elevator  business.  Reliance 
was  used  to  making  equipment 
and  selling  it.  Elevators,  despite 
the  massive  product  involved, 
are  predominantly  a  service 
business.  Even  $10  million  ele- 
vator banks  in  high-rise  com- 
plexes have  been  virtually  sold 
at  cost;  service  contracts  are 
where  the  money  is.  So  Reli- 
ance went  looking  for  a  buyer. 
Concerns    about  antitrust 


ruled  out  United  Technologies'  Otis, 
the  world's  largest  elevator  maker,  as 
well  as  Westinghouse,  number  two  in 
the  U.S.  Schindler,  the  world's  sec- 
ond-largest elevator  company,  turned 
out  to  be  the  perfect  choice,  paying 
$46  million,  and  outbidding  Finnish 
elevator  maker,  Kone.  Haughton's 
sales  rose  from  $85  million  in  1980, 
the  year  after  the  merger,  to  $123  mil- 
lion last  year  and  are  expected  to  hit 
$150  million  this  year.  For  Schindler, 
it  meant  entry  into  the  North  Ameri- 
can market,  where  it  became  number 
three  or  four  in  the  process. 

Best  of  all,  from  Wennerbom's 
point  of  view,  Schindler  lets 
Haughton  largely  run  its  own  show. 


Schindler  Haughton  's  Bo  Wennerbom 
Top-floor  profits  from  selling  service. 


"Provided  the  monthly  figures  are  ac- 
ceptable," says  J.G.  Hartmann, 
Schindler's  group  director  for  North 
America,  "we  do  not  worry  too  much 
about  how  they  do  it."  ("Acceptable" 
means  a  15%  return  on  investment, 
compounded.)  Relative  autonomy  of 
this  sort  is  the  rule  rather  than  the 
exception  when  an  American  com- 
pany is  taken  over  by  a  non-American 
one,  according  to  a  1981  survey  by 
consultants  Hayes/Hill  Inc.  There  is 
no  vice  president  from  the  home  of- 
fice watching  over  managers'  shoul- 
ders. And  from  abroad  there  is  typical- 
ly a  longer  (three  to  five  years)  view  of 
financial  performance. 

Capital  can  flow  lavishly,  too. 
Schindler  has  let  its  Toledo  offshoot 
invest  heavily  in  such  new  machinery 
as  numerically  controlled  machine 
tools  to  increase  productivity  and  cut 
costs.  And  a  new  high-rise  elevator  is 
being  developed  jointly — Swiss  engi- 
neering wed  to  American  electronics 
and  controls — to  try  to  catch  up  with 
the  high-tech  innovations  of  Otis  and 
Westinghouse. 

But  it  is  in  his  aggressive  service 
business  that  Wennerbom  sees  the 
greatest  potential.  There  used  to  be  an 
understanding  that  elevator  compa- 
nies did  not  service  other  makers'  in- 
stallations. No  more:  Half  of  Haugh- 
ton's $61  million  in  annual  service 
contracts  now  involve  "foreign"  [i.e., 
non-Haughton)  equipment.  Haughton 
even  makes  kits  to  modernize  other 
companies'  elevators.  Buried  in  the 
middle  of  Haughton's  service 
division  is  a  bnck-hned,  fire- 
proof room.  In  it  are  the  man- 
uals and  service  instructions  for 
its  rivals'  equipment.  And  in 
the  service  school  are  model 
elevators  based  on  Otis  and 
Westinghouse  designs,  to  teach 
Haughton  engineers  what  to  do 
when  a  "foreign"  elevator  has 
gone  wrong. 

Wennerbom  will  have  to  fight 
to  keep  that  momentum, 
though.  Otis  is  pushing  hard  to 
recover  lost  ground  in  service 
and  is  also  trying  to  push  up 
original  sales  prices.  It  and  West- 
inghouse both  have  newer  and 
shinier  designs  to  sell.  And  then 
there  are  the  Japanese.  A  smaller 
Japanese  maker,  Fujitec,  an  ag- 
gressive price-cutter,  is  building 
a  factory  in  Akron,  Ohio. 

When  you're  facing  chal- 
lenges like  that,  it's  nice  to  have 
a  rich  uncle  overseas,  particu- 
larly a  rich  and  doting  one.  As 
more  than  a  few  other  U.S.  com- 
panies have  learned,  the  foreign- 
ers may  not  be  so  bad  after  all.  ■ 
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Some  people  ask: 

"Wouldn't  my  auto  insurance 
rates  be  lower  if 
insurance  companies  took 
their  investment  income 
into  account?9' 


We  want  you  to  know: 

Insurance  companies  do  take  investment 
income  into  account  when  they  make  their  rates. 
The  truth  is;  your  auto  insurance  rates  would  be 
higher  than  they  are  if  insurance  companies  didn't 
make  allowance  for  investment  income. 

An  insurance  company  has  two  main  sources 
of  income:  premiums  paid  by  policyholders  and 
money  generated  by  investments,  usually  in  stocks 
or  bonds.  Together,  these  funds  are  used  to  pay  reg- 
ular claims;  catastrophic  losses,  operating  expenses; 
dividends;  state  and  federal  taxes. 

To  sell  policies  at  competitive  prices,  an 
insurance  company  must  strike  a  balance  between 
its  income  from  policyholder  premiums  and  its 
income  from  investments.  That  balance  will  usually 
differ— among  companies  and  markets.  A  rigid 
formula  for  balancing  premium  income  with  invest- 
ment income  would  be  neither  sensible  nor 
practical,  because  no  two  markets,  types  of  insur- 
ance, or  insurance  companies  are  exacdy  alike.  The 
"balancing"  requires  good  business  judgment  and 
common  sense. 

In  recent  years,  the  economy  has  produced 
record  levels  of  investment  income.  But  inflation 
has  led  to  record  hospital  and  medical  fees  and  auto 
repair  costs— the  things  insurance  pays  for.  Mean- 
while, auto  insurance  premiums  have  risen  less 
than  the  costs  of  mending  bodies  and  repairing  cars. 

The  result  is  that  insurance  companies  have 
committed  more  dollars  for  auto  insurance  claims 
and  general  expenses  than  they  have  collected  in 
premiums.  In  industry  jargon,  that's  called  an 
"underwriting  loss."  Fortunately  for  customers  and 
companies  alike,  investment  income  has  more  than 
offset  those  underwriting  losses  and  has  enabled 
insurance  companies  to  make  an  overall  profit. 

And  that,  in  turn,  enables  companies  to 
continue  to  serve  the  growing  insurance  needs  of 
the  public. 

We're  working  to  keep 
insurance  affordable. 


This  message  presented  by  the  American  Insurance  Association,  85  John  Street,  NY  NY  10038 


How  to  get  more  wor 
And  have  them  than 


One  of  ARA's  most  basic  services 
can  often  be  a  valuable  tool  for  increasing 
productivity.  At  no  cost  to  the  employer. 

In  the  past  decade,  increased  productivity 
has  become  one  of  America's  most  pressing 
economic  needs. 

One  way  to  boost  output  is  to  make  workers 
more  efficient  by  simply  cutting  down  on  the 
amount  of  wasted  time.  Both  on  the  job  and  off. 

Many  employers  are  discovering  that  ARA 
vending  services  can  be  a  valuable  ally  in 
this  drive. 

A  basic  human  need. 

People  have  to  eat.  But  in  many  work  situa- 
tions, getting  food  and  refreshment  can  be 
very  inconvenient.  Not  every  plant  or  business 
is  large  enough  to  afford  a  full-scale  employee 
cafeteria.  Not  every  eating  place  is  located 
near  the  work  site.  And  there's  also  the  prob- 
lem of  meeting  the  needs  of  night  shift  and 
other  off-hours  workers.  Even  if  every  one 
of  these  workers  loses  just  five  minutes 


every  day,  the  total  amount  of  time  lost  coi 
be  significant. 

A  cost-free  solution. 

In  such  cases,  ARA 
vending  service  is 
the  ideal  solu- 
tion. It  offers 
employers 
the  rare 


iiit  of  your  people, 
ou  for  it. 


>portunity  of  increasing  efficiency  while,  at 
e  same  time,  providing  workers  with  a  valuable 
ind  much-appreciated)  benefit.  Best  of  all,  it 
in  be  done  at  little  or  no  cost  to  the  employer. 

Everything  from  coffee  to  a 
full-course  meal. 

Today,  vending  is  much  more  than  just 
achines.  It's  become  a  versatile,  sophisticated 
id  international  service  that  can  provide  people 
th  everything  from  light  snacks  and  beverages 
full-course  hot  meals.  For  example,  if  em- 
oyees  would  like  high-nutrition  alternatives, 
can  offer  fresh  salads,  fresh  fruit,  yogurt, 
id  other  health  foods.  In  some  locations, 
orkers  can  enjoy  complete  dinners,  from  salad 
spaghetti  and  garlic  bread  to  dessert. 

ARA  goes  where  the  work  is. 

ARA  vending  centers  require  very  little  space, 
ley  can  be  set  up  close  to  work  areas,  which 
in  significantly  cut  the  time  needed  for  coffee 
eaks  and  lunch  periods.  In  addition  to  saving 
Sme,  ARA  vending  centers  often  foster  a  spirit 
if  camaraderie  among  employees. 


Pioneering  new  services. 

ARA  is  constantly  working  with  vending 
machine  manufacturers  and  food  suppliers  to 
further  improve  the  products  it  provides.  One 
current  effort  involves  development  of 
"retortable"  foods  similar  to  those  created  for 
the  space  program.  These  foods  are  stored  at 
room  temperature  in  aluminum  pouches  and 
reheated  on  demand.  Retortable  foods  promise 
an  even  wider  variety  of  items,  with  quality 
comparable  to  that  of  premium  frozen  foods. 

The  new  face  of  vending. 

In  a  field  long  dominated  by  smaller, 
regional  operations,  ARA  has  emerged  as  a 
leader -a  company  with  the  resources  needed 
to  develop  new  services  and  new  systems  on 
an  international  scale.  America  is  changing; 
and  time-saving  services  like  ARA  vending  are 
helping  it  keep  pace. 

For  more  information,  write  to:  ARA  Services, 
Inc.,  Dept.  A,  Independence  Square  West, 
Philadelphia,  PA  19106. 


aPa 

services 

Health  Care  Services 

Textile  Rental  and 
Maintenance  Services 
Kood  and  Refreshment  Services 
Transportation  Services 
Distributive  Services 

At  the  cutting  edge  of  change. 


Numbers  Game 


Measuring  the  life  insurance  industry's 
profits — a  bonanza  for  the  tax  lawyers 
and  a  headache  for  the  accountants. 


Life  and 
taxes 


By  Eamonn  Fingleton 


ONE  WAY  OF  FURTHERING  your 
case  in  a  territorial  dispute  is 
to  grab  the  land  first  and  argue 
later.  This  has  proved  dangerous  for 
Argentina;  and  so  far  it  has  not 
worked  much  better  for  the  U.S.  life 
insurance  industry,  which  for  three 
years  has  been  locked  in  a  war  of 
attrition  with  the  Internal  Revenue 
Service. 

The  row  revolves  around  the  hoary 
old  conundrum  of  what  profits  really 
are  in  a  business  as  complex  as  life 
insurance.  Congress  thought  it  had 
simplified  things  in  1959  when  it  en- 
acted a  law  focusing  on  investment 
income  as  the  main  component  of 
profits  for  tax  purposes. 

But  increasingly  in  recent  years  in- 
surance companies  have  been  com- 
plaining that,  thanks  to  inflation,  the 
formula  has  been  producing  an  exag- 
gerated picture  of  their  profitability. 
So  three  years  ago  some  of  them  sud- 
denly seized  the  initiative  by  exploit- 
ing a  blatant  loophole. 

Last  year  many  insurance  compa- 
nies were  in  on  the  act,  and  the  indus- 
try's tax  was  down  to  $1.2  billion — 
less  than  half  what  it  would  otherwise 
be  paying. 

The  Internal  Revenue  Service's  re- 
ply was  to  include  in  President  Rea- 
gan's "revenue  enhancers"  a  special 
anti-avoidance  measure  that  would 
close  the  loophole.  According  to  Rich- 
ard Antes,  a  partner  at  Ernst  &  Whin- 
ney,  the  industry's  tax  could  top  $4 
billion  this  year  if  Reagan  gets  the 
proposal  through  Congress. 

Neither  the  industry  nor  the  Ad- 
ministration thinks  this  is  the  last  of 
it.  Sooner  or  later  they  will  have  to 
find  a  new  definition  of  profits  for  tax 


purposes.  This  won't  be  easy.  The  in- 
dustry makes  profits  in  two  main 
ways — from  investing  the  float  of  in- 
surance premiums  (investment  in- 
come) and  from  picking  healthy  poli- 
cyholders likely  to  live  longer  than 
average  (underwriting  profits).  But,  as 
Gerard  Brannon  of  the  American 
Council  of  Life  Insurance  points  out, 
much  of  the  investment  income  has 
to  be  salted  away  to  build  reserves  to 
meet  future  claims.  And  underwriting 
profits  are,  in  theory  at  least,  a  guess- 
ing game  until  the  last  policyholder  is 
off  the  books  (some  whole  life  mortal- 
ity tables  go  up  to  age  105). 

The  1959  formula  taxes  investment 
income  after  a  deduction  is  made  for 
fattening  up  the  reserves.  This  is 
where  it  gets  murky:  The  size  of  the 
deduction  for  reserves  is  determined 
by  prevailing  interest  rates.  The  for- 
mula says  that  the  higher  a  company's 
current  investment  returns,  the  less  it 
needs  to  spirit  away  into  reserves. 
That  seems  reasonable:  If  a  company 
is  earning  10%,  $1  million  of  reserves 
will  grow  to  $2.6  million  in  ten  years, 
whereas  at  5%  interest  it  will  grow  to 
only  $1.6  million. 

But  the  industry  contends  that  the 
effect  has  been  a  dramatic  increase  in 
its  share  of  corporate  America's  tax 


burden.  Brannon  points  out  that  in 
1959  the  industry's  taxes  totalled 
$485  million — 2.4%  of  the  Treasury's 
take  from  corporations.  By  1979  the 
formula  was  creaming  the  industry 
for  $3  billion — 4.2%  of  all  corporate 
income  taxes. 

Although  most  life  insurance  com- 
panies are  taxed  on  an  investment 
basis,  there  is  an  alternative — the  so- 
called  total  income  formula.  This  has 
been  the  key  to  exploiting  the  recent 
loophole.  Under  total  income,  a  com- 
pany adds  up  its  income  from  premi- 
ums and  investments  and  deducts  its 
operating  and  other  expenses.  In  the 
case  of  certain  companies,  particular- 
ly rapidly  expanding  stock  compa- 
nies, this  can  produce  a  loss — so  there 
is  no  tax  to  pay. 

The  trick  has  been  for  a  company 
with  fat  reserves  and  high  investment 
income — typically  a  mutual — to  get 
together  with  an  expense-laden  stock 
company  to  co-insure  new  business. 
The  mutual  was  deemed  to  receive 
the  underwriting  income  and  the  pro- 
prietary company  got  the  investment 
income. 

One  insurance  company  insider 
says:  "Properly  structured,  this  means 
neither  side  pays  much  tax.  The  com- 
pany that  gets  the  underwriting  in- 
come is  not  assessed  for  tax  on  it  and 
the  other  company  may  not  have  to 
pay  any  tax  anyway  because  of  its 
expenses  level. 

"This  is  little  more  than  a  wash — 
and  President  Reagan  decided  last 
year  this  self-help  was  going  too  far." 

Reagan's  solution  was  simply  to 
scrap  the  tax  concessions  for  co-insur- 
ance. That  at  least  has  the  industry  in 
a  mood  to  compromise.  It  has  now 
suggested  yet  another  tax  formula — 
again  an  excruciatingly  complex  one, 
but  this  time  it  would  throw  up  tax 
revenues  of  about  $2.7  billion.  This 
would  be  an  interim  arrangement, 
while  the  whole  crazy  tax  structure  of 
the  industry  was  rebuilt  from  the 
ground  up. 

Meanwhile,  Washington  is  also 
making  conciliatory  noises.  Accord- 
ing to  Hudson  Milner,  financial 
economist  at  the  U.S.  Treasury,  the 
Administration  concedes  that  the 
1959  formula  has  been  producing  dis- 
torted results:  "Insurance  companies 
are  in  effect  having  to  pay  tax  on  infla- 
tionary gains.  That  is  no  more  right 
for  them  than  it  is  for  personal  inves- 
tors. The  problem  is  that  we  cannot 
make  a  special  case  for  life  insurance 
companies  without  further  distortion 
to  the  whole  savings  market." 

If  treating  the  symptoms  of  infla- 
tion is  this  tough,  maybe  it's  simpler 
to  cure  the  disease.  ■ 
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There's  always  a  hot  product  in  the  broker- 
age business.  Now  its  stock  index  futures— 
a  market  that  is  booming  beyond  its  pro- 
moters wildest  dreams. 

Tired  of  steak? 
Buy  the  sizzle 


By  Thomas  O'Donnell 
and  Ben  Weberman 

You  11  be  reading  a  good  many  how-tos 
about  playing  stock  index  futures.  Invest 
a  few  minutes  in  this  cautionary  report, 
which  explains  that  index  trading  is  a 
zero-sum  game  in  which  the  only  people 
certain  to  make  money  are  brokers  and 
trading  floor  professionals. 

WHEN  STOCK  INDEX  FUTURES 
were  introduced  three 
months  ago,  optimists  hoped 
that  by  year-end  the  number  of  con- 
tracts traded  would  reach  5,000  per 
day.  Instead,  that  target  has  already 
been  passed.  Today,  daily  volume  on 
the  three  exchanges  that  trade  stock 


futures  totals  16,300  contracts.  "This 
could  be  the  most  successful  financial 
instrument  ever,"  says  Harold  Brad- 
ley, marketing  director  for  the  Kansas 
City  Board  of  Trade,  the  first  ex- 
change to  trade  the  contracts. 

A  major  reason  for  this  stunning 
success  is  that  everybody  has  an  opin- 
ion on  the  market,  and  now  there's  a 
well-organized  way  to  put  cash  be- 
hind those  opinions.  Speculators  and 
hedgers  doing  so  are  now  generating 
perhaps  $2  million  per  week  in  com- 
mission income.  Should  you  contrib- 
ute? Perhaps — but  only  if  you  like  to 
take  chances  and  you  know  what 
you're  doing.  Investors  who  correctly 
predict  the  stock  market's  general  di- 


Before  the  fall 


rection  but  buy  the  wrong  index  or 
trade  on  the  wrong  exchange  can  lose 
big  money  fast. 

Here's  why.  The  Kansas  City  Board 
of  Trade  futures  contract  is  based  on 
the  Value  Line  Composite  Average. 
The  New  York  Futures  Exchange, 
meanwhile,  offers  the  New  York 
Stock  Exchange  Composite  Index. 
And  the  Chicago  Mercantile  Ex- 
change uses  the  S&P's  500  Stock  In- 
dex. The  last  two  are  weighted  index- 
es, while  Value  Line  is  not — and  the 
difference  is  crucial.  The  unweighted 
Value  Line  index  of  1,700  stocks  is 
more  volatile  than  the  actual  market. 
Small  companies  can  move  the  aver- 
age just  as  much  as  blue  chips. 

Since  newly  created  futures  mar- 
kets are  dominated  by  speculators, 
you  would  think  fast-paced  Value 
Line  contracts  would  generate  the 
greatest  volume.  Think  again.  Trad- 
ing on  the  Kansas  City  Board  has 
stalled  because  the  Chicago  and  New 
York  exchanges  are  putting  heavy 
muscle  behind  their  products. 

The  key  to  survival  for  any  futures 
exchange  is  liquidity,  so  that  strategy 
is  paying  off  at  both  big  city  exchang- 
es. Volume  in  New  York  averages 
6,800  contracts  per  day  and  in  Chica- 
go 7,500  contracts,  compared  with 
just  2,000  in  Kansas  City. 

Another  reason  Chicago  and  New 
York  have  pulled  ahead  is  that  the 
NYSE  and  S&P's  indexes  they  use  are 
more  representative  of  institutional 
portfolios.  In  1972  and  1976,  for  ex- 


Trading  volume  for  June  1982  Value  Line  futures  has  underlying  index.  That  means  speculators — though 
stalled.  Meanwhile,  the  contract  has  moved  below  its    fewer  than  before — expect  a  dip  in  the  stock  market. 

June  30,  1961  =  100 
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Which  future  is  now? 


As  this  comparison  with  the  Forbes  Index  shows,  the 
stock  market  can  be  a  leading  indicator  of  economic 
trends.  Stock  averages — especially  the  S&P's  500  and 
the  NYSE  Composite — reflect  investor  psychology. 


The  unweighted  Value  Line  index  is  more  volatile.  It 
gives  equal  play  to  large  and  small  companies.  During  a 
boom  investors  like  the  little  guys,  but  when  times  are 
tough,  they  put  a  higher  price  tag  on  blue  chips. 


ample,  the  Value  Line  index  inched 
down  and  the  market  went  up. 

No  matter  which  index  is  involved, 
the  simplest  way  to  use  stock  futures 
is  to  buy  them  instead  of  equities. 
Take  the  Kansas  City  contract,  which 
is  based  on  the  Value  Line  average 
multiplied  by  $500.  Not  long  ago  the 
index  registered  125,  making  one  con- 
tract worth  $62,500— if  it  trades  with- 
out premium  or  discount.  You  can 
buy  that  for  about  10%  down,  or 
$6,500.  If  the  contract  rises  by  13 
points,  you  double  your  money. 

With  stocks,  margins  are  50% — or 
$30,000  when  purchasing  shares 
worth  $60,000.  Commissions  are  fig- 
ured differently,  too.  It  costs  about 
$500  to  move  in  and  out  of  stocks 
worth  $60,000,  while  $60  to  $85  buys 
a  retail  round-trip  ticket  in  stock  fu- 
tures. The  analysis  is  simple,  too:  Just 
pick  the  market's  direction  and  buy  or 
sell  accordingly. 

Some  professionals  are  also  using 
futures  as  a  way  to  short  sell — par- 
ticularly in  a  declining  market  when 
there  is  no  stock  price  uptick  to  get  off 
a  short  sale  of  that  stock.  Suppose,  for 
example,  a  money  manager  guessed 
correctly  that  the  market  was  peaking 
on  May  7.  If  he  sold  S&P's  contracts 
due  June  1982,  which  then  stood  at 
120,  he  could  have  pocketed  $4,000 
on  each  three  weeks  later.  Why?  Be- 
cause the  S&P's  average  had  fallen  to 
112.  The  alternative  would  have  been 
to  sell  stocks  directly,  which  could 
have  created  substantial  commission 
costs  and  a  big  tax  bite. 

The  pros  are  willing  to  be  so  inno- 
vative for  one  big  reason:  In  the  1970s 


the  explosive  growth  of  fixed  income 
financial  futures  acquainted  them 
with  commodities.  Unfortunately, 
however,  many  lost  money.  They  are 
hopeful  that  won't  happen  this  time 
around  because  stock  futures  have  a 
big  advantage  over  fixed  income  fu- 
tures: They  are  far  less  volatile.  With 
fixed-income  instruments  such  as  T 
bills,  certificates  of  deposit,  mortgage- 
backed  paper  and  foreign  currencies, 
speculators  can  get  wiped  out  by 
"blips"  even  if  their  view  of  the  mar- 
ket is  correct.  Not  so,  for  example, 
with  the  NYSE  index.  Since  it  was 
created  in  1965,  daily  movement  has 
averaged  half  a  point.  The  largest  sin- 
gle-day gains  and  losses  have  been  just 
over  2  points,  or  about  $1,000  a  fu- 
tures contract.  Even  over  a  month,  the 
NYSE  index  has  never  gained  more 
than  5.91  points  ($2,955)  or  lost  more 
than  7.30  points  ($3,650). 

That  stability  makes  stock  futures  a 
good  way  to  hedge.  Even  unwilling 
money  managers  may  someday  be 
forced  to  play  the  game.  "If  an  institu- 
tion doesn't  hedge  and  loses  big  money 
as  a  result,  it  may  get  sued,"  says  Barry 
Frost-White,  an  assistant  vice  presi- 
dent of  ContiCommodity  Services, 
"which  could  help  lead  to  a  rethinking 
of  the  prudent  man  rule."  That  would 
make  the  market  more  respectable. 

Though  that  stability  may  attract 
institutional  hedgers,  stock  futures 
may  actually  be  too  tame  for  some 
speculators.  There  are  other  disadvan- 
tages, too,  compared  with  more 
rough-and-tumble  commodities  trad- 
ing. Recent  legislation  taxes  com- 
modities futures  income  at  the  attrac- 


tive rate  of  32%,  but  investors  in 
stock  index  futures  may  not  realize 
that  such  light  tax  treatment  does  not 
apply  to  them.  Because  settlement  is 
for  cash,  stock  futures  are  taxed  like 
securities.  Short-term  profits  are  sub- 
ject to  a  maximum  50%  levy. 

There's  another  drawback  as  well. 
The  10%  margin  requirement  on  stock 
futures  is  attractive  when  compared 
with  the  50%  requirement  for  buying 
equities  directly.  But  it's  bigger  than 
the  5%  or  less  applied  to  other  com- 
modities. The  comparatively  high  10% 
figure  was  set  by  exchanges  because 
they  feared  the  Federal  Reserve,  which 
has  the  power  to  set  margins,  might 
disapprove  of  lower  limits. 

That  hasn't  happened  so  far — but 
if  the  market  grows  as  rapidly  as  the 
brokers  would  like,  there  is  the  pos- 
sibility of  government  action. 
"There  are  only  about  200,000  peo- 
ple who  have  traded  commodities, 
but  there  are  about  32  million  people 
who  own  stocks,"  says  Marty 
Presler,  a  Smith  Barney  first  vice 
president.  "Imagine  the  volume  if 
even  10%  of  them  get  into  this." 

Imagine  indeed.  Playing  the  futures 
really  is  more  like  a  trip  to  the  race- 
track than  conventional  investing. 
Sure,  the  ability  to  hedge  positions 
may  be  helpful  to  portfolio  managers, 
but  stock  index  trading  does  little  to 
help  build  capital  within  the  econo- 
my. That's  the  essential,  almost 
magical,  function  of  equity  markets. 

As  long  as  the  hoopla  in  Kansas  City 
doesn't  get  in  the  way,  fine.  But  if  it 
does,  expect  a  crackdown.  No  one  likes 
the  idea  of  the  tail  wagging  the  dog.  ■ 
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special  advertising  section  for  consumer 
roduct  advertisers  will  appear  in  the 
ovember  22,  1982  issue.  Closing  date: 
ugust  30,  1982 

bout  the  collection 

he  Executive  Holiday  Gift  Collection  in  Forbes 
ill  be  a  multipage  advertising  section  preceded 


magazine  market  in  America.  At  a  cost  per  thou- 
sand of  just  $10.71,  advertisers  in  the  Executive 
Holiday  Gift  Collection  will  reach  700,000  Forbes 
subscribers  who  have  an  average  household  in- 
come of  $93,100,  an  average  net  worth  of 
$724,000.  And,  one  out  of  every  seven  is  a  mil- 
lionaire. Forbes'  subscribers  are  an  upscale  mar- 
V  a  colorful,  specially-designed  introductory    ket  of  exceptional  affluence.  They  represent  a 
rage  with  a  holiday  motif.  It  will  be  presented    Prime  target  of  potential  buyers  of  quality  con- 
i  elegant,  quality  gift  catalog  fashion  featuring        sumer  products  for  both  personal  and  business 
^>ur  different  consumer  products  Sift  giving. 

dvertised  per  page.  Each  ad  Act  now.  Participation  will 

ill  appear  in  full  color  along 
ith  a  headline  and  de- 
;riptive  copy  of  30 
ords  or  less.  It  is  the 
leal  showcase  to  at- 
act  attention  from 
le  right  people  to 
our  quality  prod- 
cts. 


Executive 
Holiday 


he  low  cost  and 
ase  of  participa- 
tion 

[he  total  cost  per  ad- 
vertiser is  only  $7,500 
commissionable).  This 
l  ost  covers  everything.  That's 
Ml  you  pay  because  Forbes 
|  andles  all  production  charges,  in- 
cluding photography,  typesetting,  mechanicals 
nd  film  separations.  Advertisers  simply  send  the 
ictual  product  to  be  advertised  in  the  collection 
I  slides  or  transparencies  may  be  acceptable)  along 
nth  copy. 

is  an  added  bonus  for  advertisers  in  the 
new  Executive  Holiday  Gift  Collection, 
eprints  of  the  section  will  be  mailed  in 
November  to  12,000  of  Forbes'  highest- 
ricome  earners. 

Cost-efficient  coverage  of  a  prime  market 

'his  is  a  special  opportunity  to  expose  your  qual- 
Ly  consumer  product  to  the  most  affluent  major 


be  limited 

To  generate  the  greatest 
potential  response  to  the 
section,  the  catalog  will 
present  a  variety  of 
holiday  gift  sugges- 
tions. Advertisers  will 
be  accepted  on  a  first- 
come,  first-served 
basis  to  insure  the 
broadest  possible  ar- 
ray of  gift  ideas.  Don't 

A  beautifully-designed  shopping        miss  out  on  this  special 
catalog  of  attractive  personal  and     new  advertising  oppor 
business  gift-giving  ideas  tunity  of  putting  your 

for  the  holidays.  product  message  into  the 

hands  of  Forbes'  well-heeled 
market  of  holiday  gift  givers.  For 
further  information  use  the  coupon  below 
or  call  George  Clissold,  FOI*t)6S 
(212)  620-2231.  Capitalistic*)! 
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60  Fifth  Avenue  /  New  York.  NY  10011 
Attention:  Mr  George  Clissold 

I  am  interested  in  learning  more  about  advertising  participation  in 
the  1982  Executive  Holiday  Gift  Collection. 
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To  the  purist,  there  is  no  fish  but  trout,  no  means  of  catching  it 
save  by  fly-casting,  and  no  setting  more  perfect  than  the  vast 
Adirondack  region.  Sometimes,  alas,  fish  are  even  caught. 

Blame  it 
on  Walton 


Personal 
Affairs 


Edited  by  William  G.  Flanagan 

F|  or  a  certain  type  of  soul,  con- 
tentment is  standing  hip-deep 
in  a  crystal-clear,  springtime 
stream  cold  enough  to  make  your 
teeth  ache,  slapping  the  roiling  waters 
with  a  pastel  line  tied  to  an  exotic, 
feathered  imitation  of  an  insect.  All  in 
the  slim  hope  of  landing  a  fish  mea- 
sured only  in  inches  that  gives,  let's 
face  it,  but  meager  resistance  com- 
pared to  the  saltwater  species. 

Still,  it  is  bliss  to  the  trout  fisher- 
man. To  do  battle  with  his  foot-long 
fne,  the  fly-fisherman  dons  waders 
and  vest  and  arms  himself  with  creels, 
reels,  rods,  lines,  flies,  lures,  hooks 
and  patience.  While  his  rod  may  be  of 
space-age  graphite,  his  technique  is 
the  same  u;,ed  by  Izaak  Walton  three 
centjdfs  ago.  (Shame  on  the  trout  or 
salmon  angler  who  uses  spinning 


gear!)  And  it  is  an  art  still  not  easily 
mastered  (see  box,  p.  158). 

Small  matter  that  more  often  than 
not  the  creel  is  likely  to  be  empty  at 
the  end  of  the  day.  For  as  Walton 
himself  wrote,  "Angling  is  somewhat 
like  poetry — men  are  to  be  born 
so.  .  .  .  He  that  hopes  to  be  a  good 
angler  must  not  only  bring  an  inquir- 
ing, searching  and  observing  wit,  but 
he  must  bring  a  large  measure  of  hope 
and  patience,  and  a  love  and  propensi- 
ty to  the  art  itself;  but  having  once  got 
and  practiced  it,  then  doubt  not  but 
angling  will  prove  to  be  so  pleasant 
that  it  will  prove  to  be,  like  virtue,  a 
reward  to  itself." 

Arrogant  to  the  point  of  being  insuf- 
ferable, the  true  fly-fisherman  looks 
down  on  his  blue-water  cousins  who 
troll  the  fathoms  for  lunkers  and  bill- 
fish.  In  two  things  only  are  the  two 
breeds  alike:  Pound  for  pound  they 
both  spend  more  on  the  ultimate  re- 
turn than  anyone  but  a  diamond  min- 
er. And  both  will  readily  subscribe  to 
the  old  adage:  "Allah  does  not  hold 
against  a  man  time  spent  fishing." 

But  listen  to  the  dialogue  of  two 
trout  fishermen  (verbatim):  "Had  any 
luck  with  fishing  lately?"  asked  one. 


"I  was  down  in  the  Florida  Keys, 
hauled  in  a  365-pound  blue  marlin," 
said  his  friend. 

"That  doesn't  count." 

If  there  is  no  fishing  but  fly-fishing, 
there  is  no  better  place  to  do  it  than 
the  Adirondack  Mountains  of  New 
York  State.  Other  streams  and  lakes 
in  the  Catskills  and  Vermont,  or  in 
Canada  and  the  Rockies,  may  have 
better  yields  of  fish.  But  nowhere  in 
the  U.S.  are  there  more  lakes  and 
streams,  more  acres  of  wilderness, 
more  stretches  of  virtually  unspoiled 
virgin  woods  and  shoreline,  more 
dense  forests  and  fewer  people.  In- 
credible as  it  may  seem  to  Manhattan- 
ites  only  a  few  hours'  drive  away,  the 
North  Country,  as  the  region  is 
known,  accounts  for  nearly  50,000 
square  miles  and  contains  some  1,500 
lakes  and  ponds,  nearly  600  of  which 
are  surrounded  by  or  border  on  state 
land  (which  insures  they  are  open  to 
public  fishing). 

Within  the  region  is  Adirondack 
Park,  the  largest  protected  wilderness 
area  in  the  continental  U.S.,  covering 
nearly  6.5  million  acres,  an  area  about 
equal  in  size  to  Vermont  and  larger 
than  New  Jersey,   Connecticut  or 
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remote  pond  or  brook  that  takes  hours 
or  even  days  to  reach  by  foot  or  canoe, 
chances  are  that  if  it  is  in  the  Adiron- 
dacks,  it  contains  brook,  rainbow, 
brown  or  lake  trout,  or  even  salmon. 
In  a  day  an  angler  can  easily  try  his 
luck  on  a  fast  mountain  stream  or  two 


The  Point  of  it  all 


for  brookies,  then  assay  a  broader  riv- 
er like  the  Ausable,  Black,  Bouquet, 
Salmon,  St.  Regis  or  Saranac  for 
browns,  brooks  and  rainbows. 

After  picking  up  some  flies,  lies, 
lures  and  lore  at  Clarke's  tackle  shop 


Hy-fisherman  Larry  Kreh 

"Incessant  expectation,  perpetual  disappointment. 


(Massachusetts.  The  Adirondack  area 
affords  the  outdoorsman  hunting, 
jhiking,  backpacking,  camping,  canoe- 
ing and  mountain  climbing,  besides 
jfishing.  But  it  is  the  angler  who  can 
(most  indulge  his  whims.  Whether  it's 
|a  river  or  lake  hard  by  a  roadside,  or  a 


Tlhe  fact  that  so  much  of  the  Adirondacks  is  pristine  is 
no  reason  to  rough  it  when  visiting  the  area.  For 
some,  sleeping  on  pine  needles  or  in  a  cinder-block 
motel  may  have  its  charms,  but  for  those  in  search  of 
more  sybaritic  creature  comforts,  there  is  only  one 
destination — the  Point. 

Located  on  Upper  Saranac  Lake,  this  "camp,"  former- 
ly owned  by  William  Avery  Rockefeller,  is  run  as  a 
private  home  that  takes  guests.  Eight  rooms  are  let  to 
guests  at  $200  to  $300  per  couple,  per  day,  including 
everything — all  meals,  cocktails,  use  of  power  boats, 
I  canoes,  nearby  tennis  courts,  beach  and  virtually  any- 
thing else  on  the  nine-acre  site.  There  is  no  telephone  in 
your  room,  no  television,  no  newspapers  and  no  menu 
choices.  You  partake  of  what  is  prepared  each  day  by 
partner  Jim  Myhre,  and  sit  down  to  dine  at  the  behest  of 
copartner  Ted  Carter  at  the  appointed  hour  (usually 
I  about  9  p.m.,  after  cocktails  on  the  lake  in  his  30-foot 
open  houseboat).  If  you  don't  like  the  host,  the  food,  the 
guests  or  the  digs,  tough  luck.  Yet  complaints  are  rare. 
A  typical  meal:  lemon  and  chicken  soup,  rack  of  lamb 
en  croute  and  blueberry  souffle,  accompanied  by  a  re- 
spectable imported  red  wine. 

The  main  lodge  at  the  Point  sports  a  30-by-50-foot 
great  hall,  at  either  end  of  which,  like  bookends,  stand 
walk-in  stone  hearths,  which  are  ablaze  year-round 
(even  in  summer  there  can  be  an  evening  chill).  Each 
room,  as  in  a  lavish  home,  is  distinctive;  most  have 


fireplaces  and  all  overlook  the  lake. 

If  you  cannot  afford  your  own  "camp"  on  the  Upper 
Saranac,  and  aren't  invited  by  friends,  there's  always 
the  Point.— W.G.F. 


A  guest  room  at  the  Point 

Living  like  the  Rockefellers  for  $300  a  day. 
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"  Th^  Gold-Card®  is  one  of  fhem.  It  says 
ore  about  you  than  anythlng.you  can  buy 
ii|h  it.  Because  to  qualify  for  the  Card  and 
il  itsL#ervices,  you  must  be  accepted  by 
ath  American  Express®  arid  a  -major  banls. 
)  „Ofi'ce  accepted,  you're  part  of  a  group 
nose,  finances  and  credit  rating  are 
nong  the  top  five  percent  of  the"  nation. 

Thosejvho  view  responsibility -not  as  a 
urden,  but  as-one  of  the  most  prized 
redentials  of  all.     \  X  'J 


In  addition  fa  worldwide  charge',  travel,  and*,K 
entertainment  privileges,  financial  services       4  f 
provided  by  the  Gold  Card  include  a  substantial'  * 
independent  line  of  bank  credit,  check-cashing  * 
privileges  around jhe  world,  and  access  to  a  bank 
cash  machine  network  iri  major  cities  around  the 
country*  For, more  information  and  an  application, 
see  your  participating  bank,  savings  institution, 
'  and  places  where  the  Card  is  welcomed.  Or  write 
Americas' Express  Company,  Gold  Card,  American 
Express  Plaza,  MY,  NY.  10004.  800-528-8000. 

THE  GOLD  CARD 
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in  Lake  Placid,  we  went  in  search  of 
brookics.  We  selected  the  small,  boul- 
der strewn  headwater  of  the  Bouquet 
River.  (Our  guide,  Joe  Hackett,  point- 
ed out  that  its  pools  were  popular  in 
the  summertime  for  skinny-dipping.) 
After  an  hour  and  a  half,  all  we  had  to 
show  for  our  efforts  was  the  beginning 
of  a  sunburn.  "Still  too  cold  here,"  the 


guide  explained.  "A  late  thaw." 

Driving  past  the  site  of  the  wintei 
Olympics  and  on  through  the  Keene 
Valley,  with  snowcapped  Mt.  Marcy 
in  the  distance,  we  next  tried  Willsn 
boro  Dam,  a  former  powerhouse  that 
halts  the  progress  of  otherwise  deter- 
mined salmon  who  swim  up  the  Boui 
quet  River  from  Lake  Champlain  tc 


Angling  academies 


Flly-fishing  isn't  the  sort  of  thing  you're  likely  to  in  various  price  ranges;  check  with  a  local  dealer  or 

teach  yourself  in  the  backyard,  even  with  the  best  write  Peggy  Noe,  Fenwick  Co.,  P.O.  Box  729,  Westmin- 

equipment.  But  the  technique  of  casting — remember,  it  ster,  Calif.  92683  for  details. 

is  the  weight  of  the  line  itself,  not  the  tiny  fly  at  the      For  lessons  on  a  lake,  there's  the  Stratton  Mountain 

end,  that  you  are  really  working  with — can  be  taught  Fly  Fishing  School,  Stratton,  Vt.  05155.  If  you  are  looking 

fairly  quickly  by  an  expert.  for  advanced  instruction,  contact  Andre  Puyans,  Cre- 

You  can  spend  as  little  as  $10  for  a  one-hour  group  ative  Sports  Enterprises,  Walnut  Creek,  Calif.  94595 

lesson  or  up  to  $1,500  for  a  week's  training.  You  can  about  his  six-day  "boot  camp  in  magic  country"  near 


try  a  local  tackle  shop  for  the  name  of  a  guide  who 
can  offer  individual  instruction  or  look  through  the 
ads  in  Fly  Fisherman  magazine,  Dorset,  Vt.  05251,  for 
leads.  There  are  some  resorts  that 
offer  individual  instruction  by  the 
hour.  The  Homestead,  for  exam- 
ple, in  Hot  Springs,  Va.  has  a  pri- 
vate, stocked  stream  on  which 
you  can  get  individual  tutoring  for 
only  $20  per  hour. 

But  if  you  want  to  get  serious  in 
a  hurry,  you  will  need  at  least  a 
weekend-long,  intensive  course. 
Or  a  week-long  trip  that  includes 
both  instruction  and  recreation. 

The  three-day  courses  are  gener- 
ally quite  inexpensive — under 
$300,  including  lodging  and  use  of 
equipment  in  most  cases.  One  of 
the  most  famous  courses  is  that 
offered  by  Lee  and  Joan  Wulff,  the 
royal  couple  of  U.S.  fly-fishing. 
Headquarters  is  a  100-year-old 
fishing  hotel  in  Lew  Beach,  N.Y., 
alongside  legendary  Beaverkill  Riv- 
er. Its  waters  are  thick  with  some 
of  the  world's  wiliest  trout.  The 
Wulffs  and  two  other  instructors 
teach  casting,  knot  and  fly  tying, 
stream  entomology,  equipment  se- 
lection, the  reading  of  water,  wad- 
ing and  fish  behavior  to  a  class  of 
15  students.  They  even  videotape 
casting  technique. 

"We  demystify  it,"  says  Joan 
Wulff.  "Most  students  think  they 
have  to  know  the  Latin  names  of 
bugs  before  they  can  catch  trout." 


Lefty  Kreh  instructs  Nancy  Domenici 
Forty-foot  casts  within  a  half  hour. 


Kreh's  killers 

"Seven  flies  will  catch  98%  of  the 
trout  98%  of  the  time."  Left  to  right, 
from  the  top:  Dave's  Hopper,  Adams; 
Elk  Hair  Caddis,  Royal  Wulff, 
Humpy;  Light  Cahill,  DeerhairAnt. 


West  Yellowstone,  Mont.  The  cost:  $1,150. 

There  are  other  notable  schools  in  the  mountains  of 
the  West,  including  Bill  Mason's  Snug  Co.  in  Sun  Valley, 
Idaho,  and  the  Montana  School  of 
Fly  Fishing  in  Nye,  Mont.  Madison 
River  Outfitters,  West  Yellow- 
stone, Mont,  offers  instruction  on 
guided  trips  for  two  people  at  $150 
per  day.  At  any  of  these  facilities 
you  can  combine  a  little  hard  in- 
struction with  more  leisurely  fish- 
ing and  other  sporting  activities. 

Instructors  will  tell  you  it  takes 
only  a  conscientious  hour  or  so  to 
learn  how  to  fly-cast,  even  for  a 
total  novice.  To  test  that  claim, 
Forbes  invited  Nancy  Domenici, 
mother  of  eight  and  wife  of  Senate 
Budget  Committee  Chairman  Peter 
Domenici,  to  take  a  casting  lesson 
from  premier  fisherman  Bernard 
(Lefty)  Kreh,  Baltimore  Sun  colum- 
nist and  onetime  holder  of  16 
saltwater  fly-fishing  world  records. 
Lefty  told  Nancy,  "You  don't  have 
to  muscle  it.  All  you  do  is  take  the 
slack  out  of  your  line  with  your  rod 
arm  low,  move  your  forearm  until 
the  end  of  the  line  moves,  speed  up 
and  stop  in  the  direction  you  want 
the  line  to  go,  drift  back,  come 
forward  and  snap  your  wrist." 

After  5  minutes  of  moving  her 
arm  in  a  casting  motion  without  a 
rod,  5  minutes  doing  the  same 
thing  with  a  rod  but  with  no  line, 
and  15  minutes  with  a  rod,  reel  and 
line-,  Nancy  was  throwing  good  40- 


Adds  Lee,  "We  let  people  think  for  themselves.  Fishing  foot  casts.  This  is  not  unusual  for  a  woman,  say  the 
is  a  problem,  and  the  better  you  solve  it,  the  more  fun  experts.  They  usually  learn  faster  than  men. 
you  have."  "He  demonstrated  the  little  techniques  you  couldn't 
Major  tackle  manufacturers  also  run  introductory  learn  from  watching  somebody  else,"  said  Nancy  after- 
courses.  There's  Orvis  in  Manchester,  Vt.  05254,  where  ward.  "He  used  step-by-step  procedures,  not  fancy 
students  get  charge  accounts;  L.L.  Bean,  Freeport,  Me.  terms  I  couldn't  get  a  handle  on.  And  by  working  with 
04033;  Letort  Ltd.'s  school  on  the  fabled  Yellow  me,  I  got  a  feeling  of  what  he  was  talking  about.  I  got  the 
Breeches,  Boiling  Springs,  Penna.  17007.  There  are  also  impression  that  with  practice  I  could  do  something." 
Fenwick  Co.'s  53  schools  from  Florida  to  California,  That's  what  to  look  for  in  a  school.— Allan  Dodds  Frank 
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It  seems  that  the  success  ot 
in  America  has  served  as  an 
Ispiration  to  car  makers  everywhere. 

This  explains  why  so  many  ot 
jiem  are  introducing  what  Motor 
rend  magazine  calls  "cookie-cutter 
bpies  of  the  (BMW)  320i" 

Which  is  ironic.  Because  the  car 
hat  launched  the  fad  is  the  com- 
pete antithesis  of  one. 

"THE  QUINTESSENTIAL 
SPORTS  SEDAN." 
The  320i  was  inspired  not  by 
hy  suddenly  trendy  sedan  but  by  a 
entage  spanning  6  decades. 

A  heritage  that's  resulted  in  31 
[orld  and  European  racing  titles  and 
erformance  cars  like  the  320i. 

Which  is  why  the  320i's  fuel- 
tjected  engine  is  so  responsive  up 
prough  the  gears,  yet  still  able  to  run 
ill  day  at  cruising  speeds  if  asked. 

[el  efficiency  figures  are  for  comparison  only  Your  actual  milea 
:  details  "Average  retail  selling  price  Dased  on  January  1 


Its  fully  independent  suspension 
explains  why  BMW  owners  seek  out 
winding  roads.  Where  its  steering 
provides  the  delightful  sensation  of 
precisely  guiding,  rather  than  aim- 
ing, the  car  through  its  paces. 

And  its  mileage  figures,  in  a  car 
with  such  performance  credentials, 
read  like  misprints:  an  EPA-esti- 
mated  [25]  mpg,  36  mpg  highway* 

Yet  none  of  these  attributes 
makes  a  BMW320i. 

All  of  them  do— these  and  thou- 
sands of  other  engineering  details 
crafted  meticulously  into  a  car  that 
inches  toward  completion  consider- 
ably slower  than  conventional  cars. 

The  slow  pace  is  understand- 
able. BMW  engineers  aren't  stamp- 
ing out  "cookie-cutter  copies."  They 
are  building  "the  quintessential 
sports  sedan"  (Car  and  Driver). 

>e  may  vary,  depending  on  speed,  weather  and  trip  length,  actual  hi 
582  NADA  Used-Car  Guide  Your  selling  price  may  vary,  depending 
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PERFORMANCE  SUPERIOR  BY 
SECONDS.  AND  YEARS. 
The  320i  also  excels  where  per- 
formance is  measured  not  with  stop- 
watches but  calendars. 

It  is  covered  not  only  by  a  3-year/ 
36,000-mile  limited  warranty,  but 
a  6-year  limited  warranty  against  rust 
perforation1 

And  over  the  past  3  years,  the 
average  320i  built  during  that  time 
easily  outdistanced  its  rivals  in  resale 
value,  retaining  an  astonishing  96.9% 
of  its  original  pncet+ 

If  neither  the  short-  nor  long- 
term  prospects  of  your  car  look  this 
promising,  your  BMW 
dealer  can  help  on  both 
counts.  We  invite  you  to 
visit  him  for  a  test  drive. 

THE  ULTIMATE  DRIVING  MACHINE. 

BMW.  MUNICH,  GERMANY 

ghway  mileage  will  most  likely  be,  lower  'See  your  BMW  dealer  for 
on  the  condition  of  your  car  and  whether  you  sell  it  privately  or  to  a 

AG. 
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feed  on  the  suckers  that  lay  their  eggs 
there.  In  the  pool  below  the  dam  the 
salmon  meet  their  match — a  spillway 
they  cannot  get  over,  and  a  platoon  of 
fly-fishermen  anxious  for  trophies. 

One  of  our  party,  sporting  a  salmon 
rod  bought  just  for  the  occasion,  pro- 
duced a  custom-made  fly  tied  by  a 
friend  who  "guaranteed  it  would  kill 
the  salmon."  We  envied  him  his  con- 
nection. But  after  two  hours,  our  only 
strike  was  from  a  seagull — likewise  a 
visitor  from  Lake  Champlain — that 
had  somehow  become  entangled  in 
one  of  our  lines.  But  we  did  see  people 
take  salmon  from  the  pool;  fish,  we 
knew,  did  exist.  But  they  were  taken 
on  night  crawlers — not  at  all  suitable 
bait  for  the  fly  enthusiast. 

Our  third  stop  of  the  day  was  a  quiet, 
twenty-yard  stretch  of  the  Bouquet 
south  of  Elizabethtown.  It  was  now 
late  afternoon,  and  the  air  temperature 
had  climbed  into  the  80s.  The  cool, 
clear  water  felt  good  against  our  wad- 
ers as  we  carefully  walked  over  the 
round  boulders  and  cast  across  the 


The  Adirondack  region 


The  largest  protected  wilderness 
area  in  the  continental  U.S. 


Adirondack  Ml.  Park 


Utiea 


smooth  but  swiftly  moving  water.  On 
his  first  cast,  one  of  our  group  picked 
up  a  small  brookie.  Within  an  hour,  all 
of  us  had  caught  a  few,  but  none  were 
longer  than  seven  inches,  so  we  re- 
turned them  to  the  stream  to  fatten  up 
and  fight  another  day.  (We  needn't 
have.  There  is  no  size  limit  on  brook, 
brown  or  rainbow  trout  in  the  area.) 

Our  guide  finally  hooked  into 
something  decent,  a  14-inch  brown 
trout  which  he  brought  deftly  to  the 


net,  then  released.  "I'll  get  his  grand- 
father," he  promised.  No  one  in  the 
family  need  have  worried;  that  was 
the  last  catch  of  the  day. 

The  next  morning  we  trolled  Upper 
Saranac  Lake  for  lake  trout.  We  eyed 
the  legendary  "camps"  of  Philadel- 
phia Main  Liners  and  New  York  in- 
vestment bankers  that  spill  onto  the 
shoreline,  but  no  trout  were  taken. 

On  our  final  afternoon,  still  looking 
for  a  catch  worth  bragging  about,  we 
took  our  boat  down  the  lake  and  into 
Square  Pond.  "There's  another  pond, 
a  short  portage  away,  that  is  teeming 
with  fish,"  our  guide  promised.  So  we 
hefted  the  aluminum  skiff,  motor  and 
all,  a  hundred  yards  overland  to 
Horseshoe  Pond.  A  single  boat  was  on 
the  water,  and  nearby  a  group  of 
campers  tried  not  to  be  annoyed  by 
our  presence.  We  trolled.  And  cast. 
And  got  more  sunburned. 

The  sun  was  getting  low,  and  tales 
started  about  all  the  fish  caught  on 
the  last  cast  of  the  day.  We  cast  into 
fly  hatches,  into  likely  pools,  over 
"secret"  holes.  Nothing.  It  was  into 
the  cocktail  hour,  yet  we  persisted. 

"I  guess  it  will  be  red  wine  to- 
night," someone  said,  and  reluctantly 
we  all  reeled  in.  Angling,  the  poet 
remarked,  is  incessant  expectation 
and  perpetual  disappointment.  Still, 
Walton  was  right.  It's  a  reward  in 
itself.— W.G.F. 


Fishing  on  Upper  Samnac  Lake 

For  the  novice,  spinning  gear  will  do. 
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to  the  Orient 


FROM  MOST  CITIES  IN 
AMERICA,  OUR  WAY  IS 
THE  FASTEST  WAY  TO 

THE  ORIENT.  Because  we  fly 

nonstop  to  Tokyo  from  more  cities  across 
the  country  than  any  other  airline.  So 
wherever  you  live,  you're  never  far  from 
one  of  our  Orient  gateways.  And  if  your 
home  is  one  of  the  46  cities  we  serve 
throughout  the  U.S.,  you  can  enjoy  same- 
airline  service  all  the  way. 

NONSTOP  IS  OUR  WAY. 

We  fly  43  nonstops  a  week  to  the  Orient. 

Chicago  to  Tokyo. 

Seattle/Tacoma  to  Tokyo. 

Seattle/Tacoma  to  Seoul. 

Los  Angeles  to  Tokyo. 

Honolulu  to  Tokyo. 

Honolulu  to  Osaka. 

New  York  to  Tokyo. 
Our  service  doesn 't  stop  at  Tokyo.  Within 
the  Orient  we  can  fly  you  nonstop  from 
Tokyo  to  Osaka,  Seoul,  Okinawa,  Guam, 
Taipei,  Manila  and  Hong  Kong. 


®  NORTHWEST  ORIENT 


COMFORT  IS  OUR  WAY. 

In  our  spacious  widecabin 
747s,  every  First  Class 
seat  is  a  fully  reclin- 
ing sleeper. 


Executive  Class  offers  a  choice  of  seating: 
separate  preferred  seating  on  main  deck. 
Or  upper  deck  sleeper  seats,  the  only 
sleeper  seats  available  in  any  Business 
Class.  Sleeper  seats  must  be  reserved  in 
advanced.  With  Regal  Imperial  service 
throughout,  a  gracious  blend  of  American 
and  Oriental  cuisines  and  hospitality.  And 
an  Oriental  interpreter  is  on  board  most 
flights. 

For  reservations,  call  a  travel  agent, 
your  corporate  travel  department  or 
Northwest  Orient. 

Thirty-five  years  of  experience  across 
the  Pacific,  on  the  airline  named  for 
the  Orient.  Thats  our  way. 
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When  the 
Market  Moves, 
You  Should  "Ibc 

S&P  500 
Futures 


■  arge  and  small.  Individuals  and  institutions.  The  35  million 

Americans  who  own  stocks  have  one  thing  in  common:  risk. 

While  we  all  share  the  hope  our  stocks  will  rise  in  value,  it's 
Lbm  important  to  limit  our  market  risk. 

The  Chicago  Mercantile  Exchange's  Index  and  Option  Market 
offers  an  innovative  futures  contract  that  allows  many  investors 
to  reduce  their  stock  market  risks,  while  simultaneously  partici- 
pating in  broad  market  moves. 

The  lOM's  contract  is  based  on  the  Standard  &  Poor's  500 
Index,  one  of  the  most  sophisticated  and  widely-followed  market 
indicators  available.  S&P  500  futures  help  conservative  inves- 
tors manage  their  inherent  stock  market  risks,  while  allowing 
those  with  adequate  venture  capital  to  take  advantage  of  new 
market  opportunities. 

To  learn  more  about  S&P  500  futures  trading  on  the  IOM,  as 
your  broker  for  a  copy  of  Opportunities  in  Stock  Futures  and  oth 
materials  on  futures  trading.  Together,  you  and  your  broker  cat 
assess  the  benefits  and  risks  of  stock  index  futures  trading  ano 
determine  what  role  it  should  play  in  your  investment  strategy 
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444  W.  Jackson  Blvd  ■  Chicago,  IL  60606  ■  312/648-1000 
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Down  the  drain:  $61  billion.  Investors  took  a  beating 
over  the  last  several  weeks — after  the  market  had  been 
making  slow  but  steady  progress  through  most  of  the 
spring.  From  late  March  to  mid-May  the  Wilshire  index 
gained  over  $77  billion.  But  over  the  last  two  weeks  the 
Wilshire  slipped  4.9%,  and  more  than  $61  billion  in 
market  capitalization  was  lost.  These  declines  are  dis- 
tributed fairly  evenly  among  the  three  exchanges.  The 
NYSE  is  down  4.9%,  the  Amex  fared  slightly  better, 
with  a  4.8%  setback,  and  the  NASDAQ  slightly  worse, 


with  a  5%  reverse.  The  four-week  picture  is  similar:  The 
Wilshire  index  is  off  3%,  and  NASDAQ  and  NYSE 
stocks  are  behind  3.1%.  However,  Amex  stocks  showed 
a  little  more  resilience  and  lost  only  1.9%. 

The  decline  in  market  focus  groups,  however,  was  any- 
thing but  e  venhanded.  There  was  a  much  stronger  exit  from 
more  speculative  issues.  High-volatility  stocks  fell  3.7%, 
while  low-volatility  issues  lost  only  0.9% .  For  some  strange 
reason,  issues  priced  over  $40  recorded  the  biggest  setback — 
a  4. 1  %  decline  over  the  four-week  period. 


Close-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-3.0 

-2.4 

-3.1 

-1.9 

-3.1 

in  last  52  weeks 

-18.2 

-16.9 

-16.4 

-30.0 

-19.7 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility* 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-3.7 

-0.9 

-2.4 

-0.9 

-1.8 

-2.6 

-2.3 

-1.7 

-4.1 

-1.6 

in  last  52  weeks 

-18.2 

4.4 

-27.7 

-4.7 

2.2 

-11.2 

-15.5 

-3.0 

-16.7 

-11.8 

'A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable. 
?A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  5/27/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Nobody  is  spared.  During  the  last  two  weeks  the  market 
declined  4.9%.  Transportation  issues  were  leaders  in  the 
rout,  plunging  7.1%.  Capital  goods  and  raw  materials  also 
had  substantial  losses,  6.5%  and  6.2%  respectively.  Ener- 
gy and  finance  issues,  meanwhile,  had  declines  of  almost 
6%.  This  time  even  utilities  were  unable  to  buck  the 
market.  They  were  off  2.9%. 
The  four-week  picture  is  almost  as  bleak — except  that 


consumer  durables  and  energy  stocks  had  comparatively 
strong  performances  at  the  beginning  of  the  period.  Over 
four  weeks,  the  energy  sector  is  ahead  1%,  while  all  other 
sectors  are  behind.  This  is  in  sharp  contrast  to  the  last  18 
months,  in  which  oil-related  issues  were  at  the  forefront 
of  a  bear  market.  The  recent  strength  of  energy  stocks  also 
explains,  in  part,  the  relatively  strong  performance  of  the 
Amex  over  the  last  four  weeks. 


Percent  change  in  last  52  weeks         ^f-  -^jr  Percent  change  in  last  two  weeks 
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Consumer  durables 
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Finance 
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Transportation 
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Consumer  nondurables  and  services 
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Raw  materials 
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Note:  All  data  for  periods  ending  5/27/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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How  to  shop  for  a 
telecommunications 

stock  in 
today's  market. 

Suppose  we  told  you  that  electronic  wizards 
from  9  countries  had  joined  forces. 

And  that  they'd  come  up  with  a  family  of 
unique  new  telephone  exchanges.  Every  one, 
fully  digital. 

Wouldn't  you  be  interested?  (You  know  how 
well  high-tech  entrepreneurs  have  done  for 
themselves  and  their  investors.) 

Well,  just  such  a  family  of  exchanges  has 
been  created  by  ITT.  International  Telephone 
and  Telegraph  Corporation. 

Already,  we've  delivered  over  200  of  these 
System  12™  exchanges,  handling  half  a  million 
telephone  lines.  Bringing  the  total  number  of 
lines  delivered  or  on  order  to  well  over  1.5  million. 

This,  in  a  market  that's  growing  by  billions  of 
dollars  every  year. 

At  ITT  we're  investing  in  the  1 
future. 

What  areyou  investing  in?  , 


©  1982  International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue,  New  York.  N  Y  10022.  U.S.A. 
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Statistical  Spotlight 


These  days  plain  old  profit  gains  are  hard 
to  find.  So  how  about  a  list  of  companies 
whose  earnings  growth  is  accelerating? 


A  tough  test 
to  pass 


By  Steve  Kichen 


SHOPPING  FOR  COMPANIES  With 
high  rates  of  earnings  growth  is 
old  hat  to  most  investors.  This 
time,  however,  we  are  using  some 
powerful  computer  analysis  to  push 
the  concept  to  its  outer  limits. 

For  starters,  we  took  a  standard  list 
of  publicly  traded  companies  that 
have  managed  to  post  average  profit 
increases  of  15%  or  better  over  the 
past  five  years.  That's  an  elite  enough 
group,  but  then  we  added  a  few  more 
hurdles.  We  culled  the  winners  to  in- 
clude only  those  companies  that  have 
accelerated  their  gains  over  the  past 
few  troubled  quarters.  What's  more, 
we  also  demanded  above-average  five- 
year  and  one-year  returns  on  equity 
and  high  marks  on  several  measures 
of  relative  price  performance. 

William  O'Neil,  a  pioneer  in  the  art 
of  using  computers  for  securities  re- 
search, helped  us  develop  the  criteria 
for  scanning  a  broad  list  of  stocks. 
Back  in  1958,  O'Neil  started  his  ca- 
reer as  a  broker,  and  within  five  years 
he  had  his  own  seat  on  the  NYSE.  But 
rather  than  confining  his  attention  to 
the  sales  side  of  the  securities  busi- 
ness, O'Neil  developed  a  strong  inter- 
est in  collecting,  analyzing  and  inter- 
preting market  data. 

Over  the  last  two  decades  William 
O'Neil  &  Co.,  his  Los  Angeles-based 
institutional  research  firm,  has  built 
up  a  data  base  of  more  than  7,000 
publicly  traded  securities  in  200  dif- 
ferent industries.  O'Neil  draws  on 
this  storehouse  to  develop  several  sta- 
tistical products.  Large  institutional 
clienrs  are  the  mainstay  of  O'Neil's 
business,,  and  they  can  buy  fat  weekly 
stock  reports  and  customized  stock 


screens.  In  addition,  O'Neil  has  re- 
cently launched  Long  Term  Values,  a 
weekly  market  service  aimed  at  indi- 
vidual investors.  It  keeps  tabs  on 
4,000  securities  and  costs  $195  for  a 
one-year  subscription. 

For  our  particular  test,  we  eliminat- 
ed firms  with  a  market  capitalization 
of  less  than  $50  million  and  an  aver- 
age daily  trading  volume  of  fewer  than 
1,500  shares.  After  screening  for  five- 
year,  15%  annual  earnings  growth,  we 
made  another  cut:  Out  went  compa- 
nies that  haven't  managed  year-to- 
year  earnings  gains  of  at  least  12%  for 


the  most  recent  four  quarters. 

Stocks  that  survived  these  screen! 
then  went  for  the  really  high  hurdles 
Earnings  for  the  most  recent  quarte 
had  to  be  at  least  8%  higher  thai 
earnings  for  the  same  quarter  lj 
months  ago.  If  that  figure  seems  rela) 
tively  low,  it  is — a  concession  to  th« 
fact  that  even  the  best  businesses  ar^ 
not  totally  immune  to  an  economin 
slowdown.  Earnings  for  the  next-to 
most-recent  quarter  had  to  meet  i 
tougher  standard.  They  had  to  go  up  a 
least  20%  from  the  same  period  on< 
year  ago. 

Since  we  wanted  to  be  really  selec 
tive,  we  also  asked  the  computers  tc 
drop  any  firm  that  didn't  show  at  leasi 
a  12%  return  on  equity  for  the  last  \1 
months  and  a  five-year  average  returr 
on  equity  of  14%  or  better.  There  was 
one  final  gauntlet  to  run:  Each  com 
pany  had  to  pass  several  "relative 
strength"  screens.  These  compare  the 
price  appreciation  of  its  shares  to  thai 
of  the  S&P's  500  over  an  equivaleni 
period. 

O'Neil  prefers  stocks  that  an 
strong  relative  to  the  market  and  par 
ticularly  likes  securities  whose  rela 
tive  strength  was  higher  during  the 
last  bottom  of  the  market  than  it  was 
at  the  previous  peak.  His  logic:  If  ; 
stock  can  be  strong  when  the  markei 
is  slipping,  it  is  likely  to  do  well  wher 
the  market  picks  up. 


William  O'Neil,  pioneer  in  computerized  se 
"In  this  environment,  growth  is  more 


curities  research 
important  than  bargains. 
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Statistical  Spotlight 

In  order  to  get  on  our  list,  a  stock 
had  to  have  a  relative  strength  of  at 
least  75%,  meaning  that  it  had  to  be 
among  the  top  25%  in  terms  of  rela- 
tive price  performance. 

After  all  this  churning,  we  ended  up 
with  a  collection  of  27  securities  that 
borders  on  the  bizarre.  Our  list  runs 
the  gamut  from  Dreyer's  Grand  Ice 
Cream  to  the  New  York  Times  Co. 
Not  too  surprisingly,  there  are  several 
high-tech  firms  and  pharmaceutical 
houses.  But  a  number  of  retail  and 
food  processing  companies  also  made 
the  grade. 

Price  Co.,  a  West  Coast  discount 
chain  and  NASDAQ  newcomer, 
shows  the  strongest  five-year  growth 
rate  of  138%.  Healthdyne,  a  manufac- 
turer of  health-care-related  electron- 
ics, leads  the  list,  according  to  year-to- 
year  12-month  earnings  gains.  It  is  up 


404%  and  its  earnings  in  the  previous 
quarter  show  a  329%  jump  from  a 
year  ago.  On  the  basis  of  this  yard- 
stick, however,  First  Boston,  a  securi- 
ties brokerage  firm,  leads  the  pack 
with  a  473%  gain.  At  its  present  price, 
First  Boston  is  selling  at  an  earnings 
multiple  of  less  than  4.  It  may  com- 
bine the  best  of  both  worlds.  But  re- 
member,. O'Neil  likes  growth,  so  a 
stock  isn't  attractive  to  him  just  be- 
cause it  looks  like  a  bargain. 

Since  O'Neil  is  so  well  plugged  into 
statistics,  we  also  checked  his  overall 
assessments  of  the  market.  He  is  no 
longer  as  bullish  as  he  was  in  March 
1978.  But  he  does  feel  that  the  best 
stocks  have  already  made  their  lows. 
"In  this  environment  I  prefer  stocks 
that  for  the  last  four,  five  or  six  quar- 
ters show  a  strong  increase  in  earn- 
ings," O'Neil  explains.  "A  company 
that  has  only  a  5%  or  10%  increase 
might  come  out  with  poor  numbers 
next  quarter,  but  if  the  earnings  are  up 


Cream  of  the  crop 


40%  or  50%  or  so,  and  it  has  beer] 
sustaining  that  for  the  last  several 
quarters,  the  company  is  less  apt  td 
come  in  with  a  bad  report." 

Right  now,  O'Neil's  favorite  comi 
panics  are  those  in  the  consumer  sec- 
tor and  small,  defense-oriented  eled 
tronics  firms.  As  for  the  computer 
industry,  he  likes  peripheral  manufac- 
turers, which  he  thinks  have  opportu- 
nities to  match  up  their  products  to 
all  the  new  computers  that  have  been 
installed  over  the  last  several  years. 

With  his  two  high-powered  comput- 
ers and  a  gaggle  of  bright  programmers! 
and  analysts,  O'Neil  has  built  models 
of  scores  of  stocks  that  have  been  top 
performers  over  the  last  25  years., 
Some  of  his  experience  went  into  pre- 
paring our  list.  We  aren't  guaranteeing 
these  27  stocks  are  bound  to  go  up,  nor 
will  O'Neil.  What  we  are  sure  of,  how- 
ever, is  that  they  pass  nearly  as  tough  a 
series  of  earnings  growth  criteria  as 
we've  been  able  to  concoct.  ■ 


From  a  universe  of  over  7,000  publicly  traded  compa- 
nies, only  the  27  corporations  below  pass  through  a 
series  of  demanding  screens.  Pay  particular  attention  to 
the  three  columns  under  "%  change  in  earnings."  The 
first,  "Latest  12-month"  compares  earnings  in  the 


most  recent  four  quarters  with  the  same  period  one 
year  ago.  "Current  quarter"  compares  the  most  recent 
quarter  with  its  counterpart  12  months  ago,  while 
"previous  quarter"  measures  earnings  one  quarter  ear- 
lier with  the  equivalent  quarter  in  the  prior  year. 


5-year   %  change  in  earnings   — Return  on  equity — 

Recent       — Latest  12-month —    EPS  annual    latest  12       current       previous        latest  5-year 
Ex     Company/business  price  EPS  P/E       growth  rate     month        quarter        quarter      fiscal  year  average 


0 

State  Street  Boston/banking 

377/8 

$7.08 

5.4 

65% 

20% 

28% 

70% 

12.5% 

14% 

n 

Anheuser-Busch/brewing 

47% 

5.00 

9.5 

25 

32 

55 

24 

16.7 

18 

o 

Coca-Cola  Btlg  Miami/btlg 

42% 

4.60 

9.3 

23 

45 

54 

25 

22.7 

20 

n 

Applied  Magnetics/comp  equip  20% 

1.67 

12.1 

21 

60 

80 

94 

12.2 

16 

O 

SEI  Corp/computer  svs 

26 'A 

1.13 

23.2 

28 

28 

29 

53 

15.9 

121 

n 

Syntex/ethical  drugs 

34 'A 

3.32 

10.3 

28 

35 

50 

28 

19.7 

18 

a 

Bolar  Pharmaceut/eth  drugs 

19'/s 

0.69 

27.7 

40 

43 

53 

31 

32.1 

36 

o 

Electrospace  Sys/electronics 

25  Vi 

1.24 

20.6 

52 

56 

64 

94 

31.3 

32 

o 

Federated  Investors/finance 

36 'A 

3.70 

9.9 

125 

77 

86 

152 

61.2 

57 

0 

First  Boston/secur  broker 

37 

9.79 

3.8 

46 

42 

113 

473 

23.3 

17 

n 

JM  Smucker/food  process 

38% 

4.91 

7.9 

17 

31 

50 

34 

15.3 

14 

o 

Bob  Evans  Farms/food  process 

24% 

1.59 

15.6 

27 

13 

27 

24 

21.9 

23 

o 

Dreyer's  Grand/food  process 

32 

1.25 

25.6 

79 

84 

41 

146 

44.8 

39 

n 

Baldwin-United/finance 

337/a 

3.98* 

8.5 

19 

59 

79 

76 

24.3 

21 

o 

Healthdyne/electronics 

27% 

1.16 

23.9 

74 

404 

233 

329 

35.2 

27 

n 

Omnicare/heaith  care  svs,  sup 

28% 

1.93 

14.8 

72 

22 

22 

24 

23.6 

NA 

0 

Pandick  Press/printing 

17'/8 

1.59 

10.8 

47 

61 

40 

43 

24.9 

20 

n 

Diebold/banking  equip 

63% 

3.99 

16.0 

52 

68 

98 

76 

15.2 

15 

a 

New  York  Times/news  publ 

39 

4.56 

8.6 

18 

32 

54 

21 

15.9 

15 

i) 

Price  Co/retail 

18 'A 

0.63 

29.0 

138 

54 

55  . 

31 

43.2 

35 

n 

Walgreen  Co/drugstores 

26  Vi 

3.14 

8.4 

24 

14 

12 

20 

16.8 

17 

0 

Nutri/System/wgt-loss  ctrs 

29 

2.09 

13.9 

113 

127 

108 

114 

52.0 

56 

o 

Shop  &  Go/retail 

7% 

0.93 

8.3 

33 

26 

24 

46 

22.6 

23 

n 

Kroger  Co/retail 

31'/4 

4.49 

7.0 

16 

26 

17 

59 

14.1 

14 

n 

American  Stores/grocery  stores  39% 

5.42 

7.3 

17 

32 

84 

57 

14.2 

15 

0 

C-Cor  Electronics/electronics 

21 

0.97 

21.7 

93 

185 

190 

117 

23.2 

28 

n 

Reeves  Brothers/textiles 

68l/8 

10.69 

6.4 

19 

47 

14 

47 

14.2 

15 

a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange  o:  over-the-counter.  NA:  not  available.    'Fully  diluted 
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AXIMUM  INCOME  TAX    J&%>  NOW  50% 

\XIMUM  CAPITAL  GAINS  TAX    NOW  20% 


Forbes®  Special  Situation  Survey  says  it's  time 
to  take  a  new  look  at  the  stock  market. 


RE'S  WHY: 

The  maximum  federal  tax  on  capital  gains  has  been  cut 
to  20% .  The  sophisticated  investor  has  a  chance  not 
only  to  make  money  in  the  stock  market  but  actually 
keep  it.  The  opportunities  are  there. 
Many  companies'  stocks  stand  at  a  fraction  of  their  true 
worth.  The  market  has  something  of  the  air  of  a  bargain 
basement.  Doubters  have  only  to  look  at  the  rash  of 
takeovers  by  acquisition-minded  companies  who  obvi- 
ously recognize  a  good  buy. 

Interest  rates  are  cooling  and  the  tide  of  inflation  is  ebb- 
ing. 

lis  is  the  time  to  buy,  what  stocks  are  recommended? 
io  buy  stocks  for  income,  when  money  funds  still  offer  a  re- 
:table  return,  may  be  arguable.  But  for  the  speculative  inves- 
to  buy  for  the  opportunity  of  doubling  an  investment  in  a 
•  or  two  with  a  tax  penalty  possibly  less  than  half  of  the  m- 
le  tax  rate — the  potential  is  there,  providing  you  know 
:re  to  look  for  capital  gains.  Which  brings  us  to  Forbes  Spe- 
Situation  Survey. 

iVhat  Forbes  Special  Situation  Survey  offers  is: 

a  service  dedicated  solely  to  making  capital  gains  for  its 
subscribers. 

a  service  that  takes  a  bold  independent  path  in  stock  se- 
lection— regarding  attempts  to  outguess  the  market  as 
futile. 

a  service  that  selects  each  stock  on  its  own  merits  for 
capital  appreciation  in  expectation  that  the  market  will 
eventually  recognize  these  merits,  at  which  time  the 
subscribers  will  reap  substantial  capital  gains. 

MAT  IS  A  "SPECIAL  SITUATION"? 

i'i  Wall  Street  jargon,  it's  a  stock  that  can  be  expected  to  out- 
iform  the  market  because  of  factors  not  yet  generally  recog- 
6  ed  by  investors.  Once  discovered,  however,  it  makes  up  for 
jit  neglect  with  a  rise  as  sudden  as  it  is  substantial.  And  this 
i  happen  whether  the  general  market  is  UP  or  DOWN. 

dmost  by  definition,  a  special  situation  stock  is  a  bargain, 
vderpriced — because  it's  currently  out  of  fashion.  In  the  dog 
llise,  so  to  speak. 

i)f  course,  the  stock  could  really  be  a  dog.  Some  stocks  that 
Ik  cheap  today  will  be  even  cheaper  tomorrow.  But  consider 
;es  like  these: 

Ija)  A  company  has  had  a  history  of  recent  bad  management 
and  sagging  sales  and  profits — maybe  some  serious 
losses.  A  lot  of  investors  get  burned.  And  then  new 
management  is  brought  in.  Slowly  at  first,  but  surely, 
things  start  to  turn  around.  The  future  looks  brighter. 
But  Wall  Street  is  still  gun-shy. 
I  b)  Sometimes  a  stock  may  be  beaten  down  in  price  be- 
cause of  bad  news  that  may  not  be  as  bad  as  it  seemed 
at  first  glance.  The  bad  news  may,  in  fact,  be  over — and 
Wall  Street  may  not  realize  it. 
c)  A  stock  may  be  cheap  mainly  because  it's  not  getting 
much  attention  from  Wall  Street's  investment  analysts. 
The  stock  has  little  "following."  Perhaps  the  industry 
group  to  which  it  belongs  is  temporarily  out  of  favor. 
Perhaps  the  particular  company  has  had  a  history  of  flat 
earnings  and  has  done  little  to  attract  notice.  So  when 
the  company's  profit  potential  improves  there's  no  one 
around  to  do  the  cheerleading. 


The  analysts  of  Forbes  Special  Situation  Survey  are 
continually  on  the  look-out  for  such  situations. 

If  everything  checks  out,  our  analysts  prepare  a  care- 
fully documented  report  to  alert  you  to  the  opportunity. 

•  We  give  you  an  in-depth  picture  of  the  company,  its 
management,  its  record  of  growth,  and  its  products  or 
services. 

•  We  probe  the  company's  finances,  its  need  for  future 
capital  outlays.  We  include  relevant  financial  data. 

•  If  Wall  Street  has  been  down  on  a  stock,  we  tell  you 
why — and  the  reasons  we  think  the  stock  is  ready  for  a 
dramatic  turnaround. 

TIMING  IS  EVERYTHING. 

Forbes  Special  Situation  Survey  releases  one  recommendation 
each  month,  though  not  on  a  set  schedule.  You  are  alerted  to  an 
opportunity  as  soon  as  it  is  uncovered  and  thoroughly  re- 
searched. Surveys  are  always  mailed  after  the  market  closes  on 
Friday — for  as  near  as  possible  simultaneous  delivery  to  all  sub- 
scribers. You  automatically  and  continually  receive  follow-up 
reports  giving  you  "Buy",  "Hold"  or  "Sell"  advice  on  your  in- 
vestment, as  long  as  you  are  a  subscriber.  We  never  make  rec- 
ommendations and  then  forget  about  them. 

A  TRIAL  OFFER 

With  this  invitation,  you  may  try  five  issues  of  the  Survey — 
plus  all  reviews  and  close-out  instructions  on  these  stocks  pub- 
lished during  the  time  you  are  a  subscriber — for  just  $195. 
Something  shy  of  a  2-point  profit  on  100  shares  would  cover  the 
cost.  Remember  also,  for  an  investor,  the  cost  is  tax  deductible. 
Find  out  how  well  Forbes  Special  Situation  Survey  can  serve 
your  investment  goals  by  returning  the  form  below.  Service  will 
start  with  the  next  Survey. 


Forbes  Special  Situation  Survey 

60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  1001 1 

YCS,  I  accept  your  invitation  to  become  a 
subscriber  to  Forbes  Special  Situation  Survey.  I 
understand  the  trial  subscription  price  of  $195 
entitles  me  to  the  next  5  reports  covering  specific 
recommendations  for  greatest  possible  capital  gains. 

n  Check  enclosed 
□  I  prefer  12  reports  for  $395    II  ^  ^ 


Signature 


Name  (Please  print) 


City,  State.  Zip 

N  Y  C.  orders  add  8'/4%  Other  N.Y  S  orders  add  tax  as  required  by  law 

In  accordance  with  the  Investment  Advisers  Act  of  1940,  no  assignment  of  this 

subscription  will  be  made  without  your  consent. 


Forbes  Investors  Advisory  Institute  falC 


The  Money  Men 


The  Davids  of  the  investment  world  will 
always  beat  the  Goliaths.  So  says  Pete  .Col- 
houn, who  has  spent  most  of  his  career 
working  for  the  Goliaths. 

Biting  the 
giant's  foot 


By  John  R.  Dorfman 

When  are  small  investment 
firms  better  than  large  ones? 
Always,  says  Howard  (Pete) 
Colhoun,  who  guarantees  that  his 
new  firm,  Emerging  Growth  Partners, 
will  stay  small.  What's  striking  about 
this  is  that  Colhoun  has  labored  the 
past  16  years  as  one  of  the  top  execu- 
tives at  T.  Kowc  Price  Associates,  one 
of  the  Goliaths  of  the  investment 
counseling  industry,  where  he  was 
chairman  of  the  New  Era  Fund. 

Now  he  and  two  colleagues  have 
left  Price  to  start  a  new  venture,  in- 
vesting pension  money  in  small,  fast- 
growing  companies.  They  meticu- 
lously avoid  criticizing  their  former 
employer.  But  their  actions,  which 
speak  for  themselves,  amount  to  bit- 
ing the  giant's  foot. 

"The  Achilles  heel  of  the  invest- 
ment business  is  size,"  Colhoun  pro- 
claims. "I  have  seen  firm  after  firm 
start  fresh  and  achieve  a  good  record. 
Then  the  money  poured  in,  and  after  a 
while  the  record  became  not  what  it 
had  been."  Colhoun  thinks  big  firms 
become  bureaucratic,  with  a  lack  of 
focus  and  an  increasing  reluctance  to 
take  risks.  He  also  argues  that  the 
usual  management  fee  arrangement, 
in  which  the  adviser  gets  a  percentage 
of  assets  managed,  pushes  firms  into 
devoting  time  to  marketing  that 
might  be  better  spent  on  picking 
stocks. 

So,  he  and  his  partners,  Peter  Welles 
and  Robert  Hall,  have  structured  Bal- 
timore-based Emerging  Growth  Part- 
ner-, like  a  venture  capital  outfit. 
They  will  take  10%  of  total  return  on 
the  money  invested  by  pension  and 
endowment  funds.  The  funds  will 


I  I 

Colhoun  of  Emerging  Growth  Partners 
"If  you  ask  enough  questions.  .  .  ." 


lock  their  money  in  for  ten  years.  An 
there's  a  special  wrinkle  to  make  sur 
Emerging  Growth  Partners  stay 
small.  Whenever  the  asset  pool  get 
significantly  above  the  initial  level  q 
$100  million,  the  excess  will  be  dis 
tributed  to  the  investors.  Then  anj 
only  then  will  the  general  partner 
take  their  10%  cut. 

The  money  will  go  mainly  int< 
small  public  companies,  usually  over 
the-counter  firms  with  sales  undei 
$50  million.  About  20%  of  the  poo 
may  go  into  venture  capital  invest 
merits  in  small  private  companies. 

But  there  are  over  10,000  small  pub 
lie  companies.  How  to  pick?  To  begin 
with,  says  Welles,  the  partnership 
wants  companies  with  at  least  a  25°/§ 
annual  rate  of  earnings  growth,  and  a 
least  a  25%  return  on  equity.  Tha 
should  narrow  the  field  fast. 

Then  it  becomes  "a  matter  of  goinj 
in  and  kicking  tires,"  says  Colhoun— 
sizing  up  management  through  in 
person  interviews.  He  is  a  great  be 
liever  in  blunt  questions.  "If  you  diec 
tomorrow,  who  would  replace  you? 
What  was  the  worst  decision  yoi 
made  in  the  past  five  years?  How  will 
I  know  one  year  from  now  whether  oi 
not  you're  on  schedule  in  meeting 
your  long-range  targets?" 

He  is  impressed  by  candor.  When  he 
interviewed  Ed  Lktlefield,  presideni 
of  Utah  International,  some  years  age 
for  Price  Associates,  Littlefield  talkec 
torthrightly  about  problems  in  the 
outlook  for  ceiking  coal  and  had  a  plar 
for  dealing  with  those  problems.  "The 
investment  we  made  in  Utah  Interna 
tional  was  as  successful  in  dollars  a; 
anything  we  did,"  Colhemn  recalls. 

By  contrast,  Colhoun  remembers  i 
chief  executive  who  squirmed  wher 
asked  why  he  e)wncd  no  stock  op 
tions.  Pressed  on  the  point,  he  showec 
Colhoun  the  door.  The  stock  (whict 
Colhoun  did  not  buy)  has  been  a  pooi 
performer. 

Another  technique  Colhoun  likes  h 
talking  with  investment  bankers  whe 
have  passed  up  the  opportunity  tc 
help  take  a  company  public.  "I  like  tt 
find  out  why  they  declined.  If  you  asl 
enough  questiems,  you  can  find  oul 
anything." 

Emerging  Growth  Partners  is  still 
an  idea  in  search  of  money.  Colhour 
says  the  outfit  won't  invest  a  pcnn> 
until  it  has  snared  about  10  or  12 
investors  and  raised  its  $100  million 
In  the  first  month  of  operations  it  has 
enlisted  two  investors,  one  being  the 
pension  fund  of  a  large  chemical  com 
pany,  but  it  has  a  long  way  to  go 
Colhoun  ticks  off  what  he  is  looking 
for:  one  company  each  in  natural  re 
sources,  information,  electronics,  fi- 
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11  ancial  services,  oil,  consumer  prod- 
cts  and  health  care.  Colhoun  insists 
|  won't  accept  just  any  investor;  he 
ants  institutions  that  can  them- 
:lves  make  a  contribution  to  re- 
arch.  There's  room  for  one  or  two 
:nsion  funds  representing  heavy  in- 
ustry,  and  for  a  couple  of  university 
indowment  funds.  All  these  folks  and 
le  three  general  partners  will  ex- 


change insights— another  reason  for 
keeping  the  operation  small. 

Hall  says  the  group  will  pay  modest 
premiums  over  the  market  multiple 
for  outfits  that  are  burning  up  the 
track.  The  trio  is  interested  mainly  in 
three  types  of  stocks:  consumer  com- 
panies with  a  new  product  gaining 
market  share;  natural  resources  com- 
panies; and  companies  with  new  tech- 


Vatch  the  dividend  at  Deere  &  Co.  If  the 
:ompany  decides  to  reduce  it,  there  may  be 
i  rare  chance  to  buy  value  cheap. 


Barnyard 
bargains? 


Streetwalker 


By  Howard  Rudnitsky 


I        company  with  a  sound  balance 
sheet  and  solid  business  pros- 

m  pects  has  what  financial  ana- 
lysts call  "fundamental  value." 
Ifchrewd  long-term  investors  are  al- 
ways ready  to  buy  into  such  business- 
jps  at  a  bargain — and  there  could  be  a 
tempting  opportunity  sometime  dur- 

ng  the  next  few  months. 

•  It  involves  Deere  &  Co.,  the  $5.4 

billion  corporation  that  is  preeminent 
In  the  farm  equipment  business. 
iMight  now  Deere  has  overall  market 
j.hare  of  35%  to  40%,  and  that  figure 
|ls  likely  to  grow  dramatically,  what 
?*vith  the  troubles  at  International 
Harvester  and  Massey-Ferguson 
Iforbes,  Apr.  12).  With  $660  million  in 
ijxmg-term  borrowing,  the  company  is 
|iot  heavily  burdened  with  debt,  and  it 
jmanaged  a  respectable  10.5%  return 
pn  equity  even  in  troubled  1981. 

Until  recently  only  Deere  still  had 
[substantially  unimpaired  earnings, 
;while  its  major  competitors  were  post- 
ing fat  losses.  In  the  second  quarter,  for 
example,  International  Harvester 
ishowed  a  loss  of  $198.4  million  and 
Massey-Ferguson  lost  $26  million.  In 
jlate  April,  Deere  Chairman  William 
iHewitt  put  out  the  word  that  rougher 
times  were  coming.  Wall  Street  profes- 
sionals expected  the  results  for  Deere 's 


second  quarter,  which  ended  Apr.  30, 
to  be  down.  Still,  you  could  almost 
hear  the  gasps  when  the  numbers  were 
disclosed:  Profits  were  a  mere  $3  mil- 
lion, down  a  sickening  97% . 

The  effect  on  Deere's  stock  was  im- 
mediate. Its  shares,  already  weakened 
by  management's  increasingly  pessi- 
mistic outlook,  fell  another  3  points, 
to  under  $25  a  share.  Just  over  a  year 
ago  they  were  trading  close  to  $48. 
Deere,  with  a  book  value  of  $36,  has 
earned  over  $5  per  share  in  a  good 
year,  and  hasn't  traded  below  $25 
since  1978. 

The  big  question  now  is  whether  or 
not  the  company,  whose  stock  is 
widely  held  by  institutions,  can  afford 
to  pay  its  50-cent  quarterly  dividend. 
Analysts  don't  expect  earnings  for  the 
fiscal  year  ending  in  October  to  be 
much  more  than  $1  a  share,  yet  they 
are  convinced  that  Deere's  board  will 
not  vote  to  cut  the  dividend.  "They've 
built  up  a  26-year  record  of  no  divi- 
dend cuts,  which  they  are  very  proud 
of,"  says  Michael  Garbisch,  agricul- 
ture equipment  analyst  at  Minneapo- 
lis-based Dain  Bosworth.  "I  don't 
think  they  are  going  to  reduce  the 
dividend  just  because  they  don't  earn 
it  for  a  couple  of  quarters.  They  have 
an  adequate  balance  sheet  and  bor- 
rowing power  to  continue  paying  the 
current  rate." 


nology  that  can  improve  productivity. 
Would  the  partners  invest  in  video 
games?  No,  it's  too  late  for  that.  What 
about  oil  service  outfits?  Yes,  quite 
possibly  they  would. 

Will  the  idea  fly?  One  thing  is  sure: 
There's  rarely  been  more  interest  in 
small,  emerging  growth  companies 
and  more  skepticism  about  the  future 
of  the  corporate  behemoths.  ■ 


Several  other  analysts  are  a  little 
less  sanguine  about  the  $2  dividend,  if 
the  earnings  outlook  doesn't  improve 
significantly  after  Deere's  fiscal  year 
ends  in  October.  Then  they  feel 
Deere's  directors  might  be  forced  to 
swallow  their  pride  and  act  to  con- 
serve cash. 

As  for  the  future,  analysts  have  little 
idea  what  fiscal  1 983  will  be  like  in  the 
farm  economy.  Even  after  three  lousy 
years,  there  isn't  much  basis  for  opti- 
mism. "The  signs  of  recovery  at  this 
point  are  still  very  dim,"  says  analyst 
John  Mackin  of  Morgan  Stanley.  "The 
inventory  problem  is  still  very  much 
with  the  industry  and  pricing  is  atro- 
cious." What  he  means  is  that  both 
manufacturers  and  dealers  are  chock- 
full  of  tractors  that  farmers  can't  af- 
ford. To  get  what  little  business  they 
can  wrangle,  salesmen  are  giving 
heavy  discounts.  With  Harvester's 
troubles,  its  dealers  are  particularly 
generous,  something  that  forces  Deere 
vendors  to  be  more  forthcoming  than 
they  would  otherwise  be. 

In  the  short  run,  of  course,  nothing 
would  help  Deere  and  everyone  else 
in  the  farm  equipment  business  more 
than  a  drop  in  interest  rates.  Alterna- 
tively, its  stock  could  get  a  brief  psy- 
chological boost  if  Harvester  files  for 
bankruptcy.  Experts,  however,  think 
troubles  at  competitors  are  already  re- 
flected in  Deere's  stock  price.  After 
all,  even  the  pessimistic  don't  think 
Harvester  will  disappear,  a  la  Braniff; 
a  restructuring  that  will  reduce  the 
company's  production  capacity  would 
be  more  likely. 

The  fact  is  that  the  short-term  out- 
look for  Deere  could  get  worse  before 
it  gets  better.  But  long  term  there's 
room  for  considerable  optimism. 
"The  farm  equipment  business  won't 
disappear  even  though  some  compa- 
nies may,"  explains  one  analyst. 
"Deere  isn't  going  to  be  one  of  them. 
It  will  come  out  stronger." 

So,  too,  will  investors  who  could 
pick  up  the  company's  stock  at  bar- 
gain prices.  How  so?  If  a  surprise  div- 
idend cut  comes  sooner  than  expect- 
ed, some  institutions  will  probably 
rush  to  sell.  That  may  present  a  rare 
buying  opportunity.  ■ 
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The  Funds 


The  44  Wall  Street  Fund  has  a  $100,000 
minimum,  so  little  guys  can 't  afford  itK  Last 
year  they  didnt  miss  much. 

The  rich  don't 
always  get 
richer 


By  Robert  McGough 


Since  October,  the  minimum 
investment  at  The  44  Wall 
Street  Fund  has  been  $100,000. 
That  closes  the  $140  million  fund  to 
all  but  institutions  and  a  few  wealthy 
individuals.  For  small  shareholders, 
the  restructuring  couldn't  have  come 
at  a  better  time.  Net  asset  value  at  44 
Wall  Street  dropped  by  nearly  24% 
last  year,  with  nearly  all  the  decline  in 
the  second  half. 

What  went  wrong?  "They  tell  you 
never  to  let  your  hair  down  in  front  of 
a  reporter,"  says  David  Baker,  the 
fund's  president.  But  he  takes  the 


plunge.  Much  of  Baker's  trouble 
stems  from  his  belief  that  the  current 
energy  oversupply  is  temporary.  "We 
had  a  fairly  large  position  in  the  oil 
exploration  stocks.  We  bought  them 
while  they  were  down  substantially. 
Well,  we  all  know  they  went  down  a 
lot  farther."  Indeed,  last  year  Baker 
invested  22%  of  44  Wall  Street's  as- 
sets in  oil — at  a  time  when  a  net  $333 
million  of  fund  money  was  flowing 
out  of  the  industry. 

The  rest  of  Baker's  money  wasn't  in 
safe  havens  either.  Scratch  the  surface 
of  44  Wall  Street,  and  you  find  a  price/ 
earnings  ratio  of  over  25.  That,  too,  is 
one  of  the  highest  in  the  industry,  and 


David  Baker  of  The  44  Wall  Street  Fund 

"We  generally  pick  areas  that  have  certain  question  marks. 


it  comes  from  big  positions  in  stocks 
like  Sensormatic  Electronics  Corp. 
the  world's  leader  in  shoplifting  sur 
veillance  equipment,  General  Data- 
Comm  Industries  and  Teradyne,  Inc., 
two  other  high-tech  concerns.  "We 
generally  pick  areas  that  have  certain 
question  marks,"  Baker  explains.  And 
question  marks,  he  admits,  don't  look) 
good  to  investors  when  the  market! 
heads  down. 

Calamitous  years  aren't  unknown  at 
44  Wall — after  all,  in  1974  the  fund  was 
down  some  52%.  But  today's  tough 
times  are  even  tougher  for  Baker  be 
cause  he  has  done  so  well  in  the  past 
Baker  was  president  of  the  investment! 
counseling  firm  Van  Cleef,  Jordan  &i 
Wood  in  1969  when  he  launched  the 
fund — named  for  Van  Cleef 's  address — 
with  $  100,000  of  his  own  money.  Over 
the  next  1 1  years,  44  Wall  Street  racked 
up  one  of  the  best  records  in  the  in- 
dustry.  At  the  end  of  1980,  it  ranked! 
fifth  in  ten-year  performance  among 
363  funds  tracked  by  Lipper  Analyt- 
ical Distributors.  Over  the  period  its 
annual  gains  averaged  nearly  36%. 

Flying  high,  Baker  decided  to  gear  the 
fund  to  institutions.  He  imposed  the 
$100,000  minimum  and  created  a  load! 
fund,  44  Wall  Street  Equity,  for  the) 
masses.  With  assets  of  $22  million — 
and  net  asset  value  7%  below  the  initial! 
offering — it  hasn't  been  a  roaring  suc- 
cess. Both  funds  reflect  the  same  in- 
vestment strategy:  Be  fully  invested  in 
20  or  25  companies  with  proprietary 
markets  in  high-growth  areas.  Baker 
chooses  his  industries  before  he  picks! 
companies.  "We're  not  interested  ini 
trading  prof  its, "  he  says.  "If  the  value  is: 
there,  I  want  to  own  it,  whether  the 
price  goes  up  today  or  in  ten  years." 

These  days — in  keeping  with  his 
long-term  view  of  the  oil  industry — 
Baker  has  about  12%  of  his  assets 
invested  in  American  Quasar,  a  do 
mestic  oil  and  gas  exploration  com 
pany  that  sells  for  more  than  80  times 
earnings.  He  thinks  it  is  an  outstand- 
ing value  because  of  its  acreage  in  the 
Overthrust  Belt.  The  44  Wall  Street 
Fund  also  has  major  positions  in 
health-care  issues,  including  National 
Medical  Enterprises  and  Lifemark 
Corp.,  which  manage  hospitals. 

Baker  avoids  Wall  Street  for  fear  that 
herd  instincts  are  contagious.  Normal- 
ly he  works  out  of  his  residence  in 
Toronto  or  the  Cayman  Islands.  "Vis- 
iting the  Caymans  is  a  kind  of  disci- 
pline," he  explains.  "It  forces  you  to  do 
the  Big  Think."  These  days  that  still 
leads  Baker  toward  oil  stocks,  and  he 
has  added  to  his  positions.  Finally,  the 
market  is  going  his  way:  After  a  down 
first  quarter,  44  Wall  Street  was  up 
10.2%  in  April.  ■ 
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If  you're  a  New  York  City 
employer,  Summer  Jobs  For 
Youth/82  offers  you  the 
chance  to  hire  motivated 
young  people  who  want  to 
work.  Productive  workers 
between  the  ages  of  16  and 
21  who  can  help  you  get  the 
job  done. 

That's  good  business. 

Summer  Jobs  For 
Youth/82  is  a  way  to  solve 
seasonal  employment  needs. 
A  source  for  future  perma- 
nent employees.  Away  to 
build  community  relations,  too. 

Last  year,  over  1,500 
New  York  City  employers 


hired  young  workers  through 
Summer  Jobs  For  Youth. 
They  know  what's  good  busi- 
ness. Do  you?  Prove  it. 

Employers  call 
212-559-2862. 

SUMMER 
JOBS  FOR 
YOUTH/82 

It's  good  business. 


Sponsored  by  the 

New  York  City  Partnership,  Inc. 


Merrill  Lynch  Commodity  Maxims: 


TO  RISK, 
ORNOTTORISK 

THATSNOT 

THE  QUESTION. 

Of  course  there's  a  risk  in  trading  commodity  futures. 
Always.  There's  a  risk  in  crossing  the  street,  too.  But  you  can 
lessen  it  considerably  by  keeping  your  eyes  open. 

The  same  applies  to  commodity  futures  trading. 
Which  is  why  at  Merrill  Lynch  Commodities  Inc.,  we  have 
gone  out  of  our  way  to  develop  commodity  research  and 
analysis  to  a  fine  art. 

While  other  firms  may  have  a  specialist  in  cotton,  say, 
or  a  precious- metals  guru,  we  have  assembled  a  top-notch 
commodity  research  team,  the  most  diversified  in  the  industry. 
So  our  analysts  can  cover  all  the  different  areas  of  commod- 
ities...and  all  the  opportunities. 

We  even  have  our  own  meteorologist  to  forecast 
precipitation  in  the  grain  belt  or  frost  on  the  orange  groves. 

Our  analysts  consider  not  only  projections  of  produc- 
tion and  demand,  but  farm  legislation,  currency  fluctuations, 
and  the  potential  impact  of  political  and  social  turmoil  in 
producing  nations. 

And  then  they  interpret  all  this  information  with  an 
astuteness  honed  by  years  of  experience.  So  when  you 
trade  commodity  futures  through  Merrill  Lynch,  you  do  it 
knowing  you've  done  all  anyone  can  to  reduce  the  risk... 
and  increase  the  odds  for  success. 

For  a  sample  of  our  current  commodity  research,  call 
1-800-526-3030,  extension  683  (in  New  Jersey,  call  1-800- 
742-2900,  extension  683),  and  ask  for  a  copy  of  our  Gold 
Situation  Report. 

WE  KNOW  COMMODITIES  COLD. 


Merrill  Lynch  Commodities  Inc. 

A  breed  apart. 


©  1982  Merrill  Lynch  Commodities  inc. 


Capital  Markets 


The  case  for  locking  in  high  interest  rates 
in  the  bond  market  gets  stronger. 

THINK  LONG, 
IF  NOT  BIG 


By  Ben  Weberman 


I  have  been  suggesting  the  purchase 
of  longer  maturity  bonds  in  recent 
columns,  based  on  my  conviction 
that  interest  rates  are  headed  lower. 
A  good  many  readers,  unconvinced, 
are  still  on  tbe  sidelines  with  capital 
"parked"  in  the  money  market 
funds.  Events  of  the  last  few  weeks 
have  made  the  case  for  bonds,  espe- 
cially those  with  longer  maturities, 
even  stronger. 

Consider  the  comments  made  by 
two  central  bankers,  at  last  month's 
meeting  of  the  International  Mone- 
tary Conference  in  Vancouver,  B.C. 
One  of  the  comments  was  on  the 
record.  One  of  them  was  emphati- 
cally off  the  record.  Publicly,  Paul 
Volcker,  chairman  of  the  Federal 
Reserve  Board,  went  about  as  far  as 
good  manners  would  permit  any 
public  figure  to  go  in  flatly  disagree- 
ing with  the  persistent  pessimism 
of  Henry  Kaufman,  the  celebrated 
brooder-in-residence  at  Salomon 
Brothers.  Kaufman,  of  course,  has 
been  contending  that  record  federal 
budget  deficits,  combined  with 
even  a  modest  strengthening  of  the 
economy,  would  necessarily  bring 
another  credit  crunch — a  return  to 
double-digit  inflation  and  soaring 
interest  rates.  In  carefully  chosen 
words,  the  chairman  of  the  Federal 
Reserve  said  in  effect  that  it  ain't 
necessarily  so.  Said  Volcker:  ".  .  .  If 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


you  make  the  assumption  we  are 
making  good  progress  on  inflation — 
and  I  do — then  you  must  believe 
that  interest  rates  are  extraordinar- 
ily high.  Given  where  we  are  start- 
ing on  the  road  to  recovery,  there  is 
an  uncertainty  that  interest  rates 
must  rise  because  the  economy  is 
expanding." 

Off  the  record,  the  head  of  a  Europe- 
an central  bank  went  further.  Offi- 
cially, he  is  on  record  as  lamenting 
what  high  interest  rates  in  the  U.S. 
have  been  doing  to  the  world  econo- 
my. But  privately  he  was  sympathet- 
ic and  generally  approving  of  the 
benefits  bought  with  them.  High  in- 
terest rates  have  weeded  out  less 
efficient  producers — a  durable  weap- 
on in  the  fight  against  inflation, 
which  he  believes  will  be  down  to  4% 
within  the  next  two  or  three  years. 
The  same  high  rates,  he  argued,  are  an 
enormous  incentive  to  save. 

For  these  fundamental  reasons, 
there  is  small  likelihood  of  a  return 
to  double-digit  inflation  and  great 
likelihood  of  a  continued  down- 
trend in  both  short-  and  long-term 
interest  rates — even  with  continu- 
ing high  federal  deficits  and  a  stron- 
ger economy. 

If  you  are  one  of  those  still  on  the 
sidelines,  then  this  is  the  time  to 
switch  at  least  part  of  your  invest- 
ment capital  out  of  money  market 
funds  into  longer,  fixed-return  secur- 
ities. While  long-term — that  is,  20- 
year  or  30-year  bonds — seem  more 
desirable  to  me,  issues  maturing  in 
ten  years  are  an  attractive  middle 
course,  providing  a  combination  of 
high  yield  and  a  maturity  short 
enough  in  duration  to  insure  against  a 
steep  market  decline. 

Even  more  timid  investors  can 
stick  to  notes  due  in  two  to  four 
years.  These  hold  the  highest  total 
rate  of  return  at  the  moment,  par- 
ticularly in  U.S.  Treasury  obliga- 
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tions,  because  the  yield  curve  hits 
peak  yield  at  the  two-year  level.  As 
this  is  written,  Treasury  bills  due  in 
three  months  carry  a  return  of  12% . 
One-year  bills  yield  12.9%,  and  the 
rate  rises  until  it  peaks  at  13.5%  for 
the  May  1984  notes,  which  have  a 
153/4%  coupon.  From  2  years  to  30 
years  the  rates  of  return  slide,  gradu- 
ally, to  13.15%. 

A  heavy  calendar  of  intermediate 
and  long-term  corporate  bonds  is  an- 
ticipated for  the  next  month  or  two. 
The  load  will  keep  long-term  rates 
from  falling  substantially.  Congres- 
sional approval  of  proposals  to  per- 
mit the  Treasury  to  sell  long-term 
bonds  would  add  billions  of  dollars 
of  securities  to  this  maturity  range 
and  provide  more  reason  to  antici- 
pate stability  of  longer  bond  yields  at 
or  just  below  current  levels. 

I  expect  money  market  mutual 
fund  yields,  currently  about  13%,  to 
fall  to  12%  and  then  go  to  10%  if 
current  trends  continue. 

Consider  that  in  March  1980, 
three-month  Treasury  bills  carried  a 
yield  (coupon-equivalent  basis)  of 
17%,  and  bonds  were  returning 
13.25%.  In  May  1981  the  yield  was 
18%  for  bills,  and  bonds  earned 
14.9%.  Currently,  the  bill  rate  is 
lower  than  the  bond  yield — 12% 
and  13.15%,  respectively.  Notice 
how  the  short  rates  have  fallen  so 
much  faster  than  long  yields. 

A  good  idea  comes  from  Bentley 
Myer,  assistant  vice  president  of  the 
trust  municipal  management  sec- 
tion of  Chicago's  Harris  Bank.  In  a 
recent  report  he  suggests  selling 
money  market  holdings  and  pur- 
chasing current  coupon  bonds, 
those  recently  issued  close  to  par, 
with  high  coupons.  Larger  coupon 
issues  with  good  call  protection  pro- 
vide an  opportunity  to  magnify  cap- 
ital gains  as  interest  rates  decline, 
he  says.  As  rates  fall,  the  procedure 
will  be  to  swap  into  lower  coupon 
issues — selling  at  discount  prices — 
picking  up  increasing  amounts  in 
par  value  of  securities.  This  in- 
creases the  potential  for  price  appre- 
ciation, a  characteristic  of  lower 
coupon  bonds — and,  if  timing  of 
trading  is  correct,  brings  handsome 
returns.  Since  few  individuals  have 
the  principal  amounts  necessary  to 
engage  in  trading  ventures  of  this 
type,  it  is  best  to  buy  long-term 
bond  mutual  funds  and  gain  the 
trading  advantage  in  this  way.  B 
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Stock  Comment 


Dont  blame  the  current  wave  of  bank- 
ruptcies on  high  interest  rates;  blame  it 
instead  on  poor  management. 

CASUALTIES 


By  Heinz  H.  Biel 


The  bankruptcy  courts  arc 
swamped.  They  can't  keep  up  with 
the  flood  of  petitions,  which  has 
assumed  the  proportions  of  a  tidal 
wave.  This  certainly  is  a  sign  of  a 
serious  recession,  you  will  say,  and 
you  will  be  at  least  partly  right. 

Every  bankrupt  needs  an  alibi, 
someone  else  whom  he  can  blame 
for  his  predicament  or  events  that 
were  beyond  his  control.  The  re- 
cession and  sky-high  interest  rates 
are,  of  course,  the  most  obvious 
reasons.  A  person  who  lost  his  job 
and  can't  find  another  one  un- 
doubtedly is  a  victim  of  circum- 
stances beyond  his  control.  The 
same  goes  for  the  merchants  of  a 
community  whose  economic  base 
eroded  when  its  principal  employer 
closed  a  major  factory. 

However,  in  what  I  believe  to  be 
the  great  majority  of  bankruptcy 
cases,  the  alibis  just  don't  wash. 
Most  individuals  and  corporations 
that  find  themselves  in  serious  fi- 
nancial difficulties  must  blame  not 
only  circumstances  but  them- 
selves, too.  It  is  just  not  prudent  to 
count  on  perpetual  sunshine  and 
be  unprepared  for  the  day  when  the 
rains  come.  And  that  is  precisely 
what  was  done  by  all  too  many  in 
recent  years. 

Take  the  farmer  whose  plight 
usually  gets  universal  sympathy. 


Heinz  H  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


What  can  he  do  about  the  weather; 
or  about  low  prices  for  his  crop;  or 
the  high  interest  cost  on  needed 
farm  machinery  that  was  bought 
on  installment  credit?  Sure,  he  is 
an  innocent  victim.  Yet,  most  of 
them  survive  adversity,  because 
they  have  learned  to  be  prepared 
for  it.  But  the  one  who  bought 
more  land  at  an  exorbitant  price 
largely  with  money  borrowed  from 
a  bank  does  not  deserve  any  more 
sympathy  than  a  speculator  in 
stocks  or  commodities  who  gets 
wiped  out  when  he  cannot  meet 
the  margin  calls. 

One  cannot  help  but  feel  sorry  for 
the  entrepreneur  who  is  trying  to 
build  up  a  business  and  then  can't 
make  it.  More  often  than  not  his 
capital  base  was  too  thin  to  begin 
with  and  that  made  him  terribly 
vulnerable.  Interest  rates  of  20%  are 
devastating,  unless  there  are  profits 
high  enough  to  absorb  much  of  the 
cost  of  borrowing.  Rapidly  growing 
companies  are  especially  sensitive 
to  mistakes  made  by  inexperienced 
and  financially  naive  managements, 
as  any  venture  capital  outfit  will 
confirm. 

In  recent  months  five  NYSE  list- 
ed companies,  all  in  the  billion-dol- 
lar class,  have  gone  belly  up.  They 
are:  AM  International  (formerly  Ad- 
dressograph-Multigraph),  Braniff  In- 
ternational, Fidelity  Financial,  Sax- 
on Industries  and  Wickes  Cos. 

This  group  may  be  joined  at  any 
time  by  International  Harvester  (a 
dividend  payer  for  70  years),  which 
is  hanging  on  to  "solvency"  by  the 
grace  of  its  creditors. 

It  goes  without  saying  that  the 
problems  of  all  these  companies 
were  aggravated  by  the  recession 
and  high-interest  rates,  but  the  ba- 
sic cause  of  their  troubles  was 
management  mistakes.  It  is  too 
bad  that  the  employees,  suppliers, 
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bankers,  bond  and  stockholders 
have  to  pay  the  penalty,  but  it  is  to 
the  credit  of  the  Reagan  Adminis- 
tration that  no  thought  has  been 
given  to  bailing  them  out  at  the 
expense  of  the  taxpayer. 

A  recession  (or  depression,  if  you 
will)  is  the  cleansing  process  of  our 
free  enterprise  system.  It  weeds  out 
those  who  are  too  weak  or  incompe- 
tent to  survive  without  government 
help.  This  is  a  harsh  and  painful 
process,  but  let  us  keep  it  that  way. 
We  have  seen  in  pre-Thatcher  Brit- 
ain how  subsidizing  inefficiencies 
and  mismanagement  can  ruin  an 
economy.  France's  Mitterrand 
seems  to  be  heading  in  the  same 
direction,  and  the  Communist  com- 
missars certainly  have  not  set  an 
example  of  management  efficiency 
that  we  should  follow. 

A  number  of  Wall  Street  firms 
have  found  that  they  do  not  have  a 
friend  at  Chase  Manhattan.  The  bank 
discovered  a  novel  way  of  dropping 
a  huge  bundle  virtually  overnight, 
and  its  handling  of  the  Drysdale  af- 
fair was,  shall  we  say,  "improvi- 
dent." Prior  to  this  disaster,  Chase's 
1982  earnings  had  been  estimated  at 
better  than  $13  a  share.  Obviously  it 
can  absorb  the  monetary  loss  of 
about  $5  a  share  without  undue 
pain,  but  the  loss  in  prestige  may 
linger  for  a  while.  Nevertheless,  at  a 
price  in  the  low  40s  the  stock  is  not 
unattractive.  I  don't  think  that  the 
present  $3.40  dividend  rate,  provid- 
ing a  8%  return,  is  in  jeopardy.  Ear- 
lier this  year  Chase  sold  above  60. 
The  book  value  of  the  stock  is  about 
$80  a  share. 

There  is  a  new  listing  on  the 
NYSE,  the  Norfolk  &  Southern  Corp. 
It  is  the  result  of  the  merger  of  the 
Norfolk  &  Western  Railway  and 
the  Southern  Railway,  two  of  the 
soundest  and  best-managed  rail- 
roads in  this  country.  The  new 
Norfolk  &  Southern  is  an  invest- 
ment stock  of  the  highest  quality. 
This  year's  earnings  are  expected 
to  exceed  $8  a  share.  No  dividend 
rate  has  been  set  as  yet,  but  it  is 
likely  to  be  not  less  than  the  $2.60 
rate  presently  paid  on  Norfolk  &. 
Western  stock,  which  will  be  ex- 
changed share  for  share  into  the 
new  Norfolk  &  Southern.  I  would 
give  this  newcomer  to  the  market 
a  strong  buy  rating  as  a  conserva- 
tive investment  for  income  as  well 
as  for  appreciation.  ■ 
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The  Fed  cannot  be  a  liberal  lender  of  last 
resort  in  the  developing  financial  crisis 
until  the  budget  impasse  is  broken. 

LOOSE  BUDGET 
EQUALS  TIGHT  FED 


MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


I  mentioned  in  the  last  issue  that 
our  politicians  are  caught  on  the 
horns  of  a  dilemma.  It  would  be  nice 
||  to  bail  out  everybody  and  every 
business  that  has  overborrowed  and 
overspent  on  inflation  hedges,  and 
that  is  now  in  financial  trouble  be- 
cause the  inflation  is  no  longer 
pushing  the  prices  of  the  hedges  up 
fast  enough  to  enable  the  hedgers  to 
stay  current  on  their  debts.  But  the 
amount  of  government  credit  that 
would  be  required  would  be  enor- 
mous— and  highly  inflationary.  The 
Consumer  Price  Index  is  rising  at  a 
snail's  pace  this  year,  but  after  two 
decades  of  inflationary  political 
policies,  most  people  have  become 
so  doubtful  about  the  long-run  val- 
ue of  our  money  that  they  are  no 
longer  willing  to  make  long-term 
loans.  A  massive  government  bail- 
out program  would  further  damage 
the  bond  market. 

Federal  Reserve  policy  also  faces  a 
dilemma.  It  is  not  in  the  business  of 
bailing  out  overextended  debtors, 
but  it  is  supposed  to  lend  freely  on 
good  security  during  a  financial  cri- 
sis. But,  it  cannot  do  that  at  a  time 
when  the  federal  budget  appears  to  be 
out  of  control  without  also  intensify- 
ing the  fear  of  inflation  and  causing 
the  bond  market  to  collapse. 

tebby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  l  ife  In 
snrance  Co.  and  author  of  How  to  Cope 
With  the  Developing  Financial  Crisis. 


These  dilemmas  have  been  more 
than  20  years  in  the  making.  My 
regulaj;  readers  know  I  believe  that 
any  extension  of  credit  creates  new 
purchasing  power  when  the  borrow- 
er gives  the  lender  a  note  that  he  can 
sell  or  rediscount  if  he  wants  to 
spend  it  before  the  borrower  pays 
him  back.  That  new  purchasing 
power  comes  ultimately  from  the 
central  bank,  which  borrows  on  the 
presumably  unlimited  credit  of  the 
national  state  in  order  to  keep  the 
financial  system  liquid. 

Any  system  based  on  a  central 
bank  has  an  inherent  tendency 
toward  inflation  because  the  central 
bank's  injection  of  new  credit  into 
the  system  keeps  interest  rates  be- 
low the  point  at  which  the  balance 
between  the  demand  for  and  supply 
of  credit  in  the  marketplace  would 
otherwise  have  put  them.  Until 
1914  in  Europe  and  1934  in  this 
country,  that  inherent  inflationary 
bias  was  offset  by  the  rules  of  the 
gold  standard.  However,  in  the  con- 
text of  the  social  democratic  poli- 
cies of  modern  political  systems, 
the  inflationary  bias  has  become 
overwhelming. 

The  only  thing  that  can  offset  the 
inflationary  bias  of  the  modern  poli- 
tical/financial system  would  be  a 
major  financial  crisis  that  scares  us 
all  back  into  lasting  prudence  with 
respect  to  borrowing  and  lending. 
During  the  1 9th  century  people  were 
prudent  with  respect  to  debt  forma- 
tion because  they  knew  that  the 
central  bank  probably  would  not  tol- 
erate the  creation  of  enough  new 
purchasing  power  to  cause  inflation, 
a  gold  outflow  and  devaluation  of  the 
currency.  Today,  we  are  imprudent 
in  that  respect  because  recent  experi- 
ence indicates  that  the  central  bank 
probably  will  tolerate  inflation.  Only 
a  financial  crisis  that  will  severely 
punish  imprudent  lenders  and  im- 


prudent borrowers  can  break  this 
borrowing  and  spending  cycle.  But,  a 
salutary,  inflation-breaking  crisis  is 
one  thing;  a  major  disaster  is  some- 
thing else. 

The  Administration  wants  to  in- 
crease military  spending  because  it 
is  determined  to  resist  communist 
aggression,  and  our  ability  to  mus- 
ter the  international  resources  to  do 
that  depends  on  maintaining  a 
strong  external  value  of  the  dollar. 
People  who  take  a  less.serious  view 
of  the  situation  than  I  do  are  fond  of 
pointing  out  that  our  national  bud- 
get deficit  is  a  smaller  percentage  of 
gross  national  product  than  are 
those  of  Germany  and  lapan.  That  is 
true,  but  the  simple  fact  is  that  nei- 
ther of  those  countries  bears  the 
international  responsibility  that  we 
do.  And  the  only  way  that  we  can 
maintain  a  strong  dollar  in  the  face 
of  the  excessive  rate  of  domestic 
debt  formation  is  to  keep  interest 
rates  higher  here  than  they  are  else- 
where through  a  restrictive  central 
bank  policy. 

The  Administration  is  of  two 
minds  about  that.  On  the  one  hand, 
it  understands  the  importance  of  re- 
straining inflation  and  maintaining 
a  strong  dollar.  On  the  other  hand,  it 
is  slowly  waking  up  to  the  fact  that 
we  have  passed  the  turning  point  at 
which  the  inflationary  overexpan- 
sion  of  credit  starts  to  break  down 
into  deflationary  credit  crises  as 
overextended  borrowers  have  to  sell 
their  assets  for  whatever  they  will 
bring  in  order  to  pay  down  their 
most  pressing  debts.  That  break- 
down is  currently  producing  a  se- 
vere recession,  bankruptcies  and 
unemployment,  and  those  are  not 
the  conditions  that  win  elections. 

Professional  credit  analysts  know 
that  several  large  corporations 
whose  names  are  household  words, 
and  who,  the  man  in  the  street  prob- 
ably assumes,  cannot  fail,  are  in  fact 
on  the  brink  of  failure.  The  crisis  is 
developing  very  rapidly  now,  and  as 
soon  as  the  inflationary  psychology 
has  broken,  the  Fed  is  going  to  have 
to  start  acting  as  a  liberal  lender  of 
last  resort  or  else  the  salutary  infla- 
tion-breaking crisis  will  rapidly  de- 
teriorate into  a  deflationary  disas- 
ter. But  the  Fed  cannot  do  that  and 
also  maintain  the  external  value  of 
the  dollar  unless  the  budget  im- 
passe has  first  been  broken  and  the 
deficit  substantially  reduced.  ■ 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  51  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  July  1,  1982  to 
shareholders  of  record  at  the 
close  of  business  June  4,  1982. 


PETER  B.  TINKHAM 
Secretary 


Dallas,  Texas 
May  21,  1982 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


Forbes 

Classified 

appears  in 
the  first  issue 
of  every  month 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 

information  on 
FORBES  CLASSIFIED 
call 

Linda  Loren 
(212)  620-2440 

Forbes: 
Capitalist 
Tool 

MEXICAN  INVESTMENTS?^ 


Do  you  have  Mexican  investments  or  bank 
deposits?  Interested  in  the  outlook  for  the 
peso?  You  should  be  reading  MEXLETTER. 

For  a  free  copy  write:  MEXLETTER, 
Apdo.  1335,  Mexico,  D.F.,  06000,  Mexico, 
or  call  905-511-5470. 


I'M? 

*  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
N  YC.  753-8450-1 


Companies  that  can  benefit  even  from  a 
modest  recovery  of  overall  economic  ac- 
tii  ity  are  quite  attractive  at  today  s prices. 

WAR 


By  Richard  B.  Hoey 


War  has  broken  out,  and  there's 
hand-to-hand  combat  on  all  fronts. 
I'm  not  talking  about  Lebanon  or 
the  Falklands.  I'm  talking  about 
Washington,  D.C. 

The  struggle  to  control  economic 
policy  is  escalating.  Tip  O'Neill 
won't  sit  on  the  same  side  of  the 
table  with  Ronald  Reagan,  the  sup- 
ply-siders  are  attacking  the  mone- 
tarists, the  monetarists  are  carping 
at  the  Fed  and  the  Fed  blames  high 
interest  rates  on  the  budget  deficit. 

Despite  an  Administration  that 
promised  a  new  era  of  predictability 
in  economic  policy,  the  future 
course  of  policy  is  wildly  uncertain. 
The  Reagan  Administration  has  at- 
tempted to  engineer  a  massive  shift 
from  past  fiscal  and  monetary  poli- 
cies, but  its  political  opponents  are 
dug  in  for  trench  warfare  to  protect 
the  old  policies.  Right  now,  no  one 
knows  whether  the  half-completed 
Reagan  revolution  will  be  over- 
thrown by  political  reverses  in  the 
1982  and  1984  elections. 

As  a  result  of  the  trench  warfare 
on  the  congressional  front,  this 
country  has  no  recognizable  fiscal 
policy  at  all.  I'll  admit  that  there's 
no  lack  of  budget  proposals.  There's 
President  Reagan's  old,  abandoned 
budget  proposal.  There's  the  propos- 
al of  the  Republican  Senate,  the 

Richard  H.  Hoey  is  first  rice  president,  econo- 
mist and  investment  strategist  at  Hache  Hal 
sey  Stuart  Shields. 


many  different  budgets  under  con- 
sideration in  the  House  of  Repre- 
sentatives, the  budget  by  the  gang  of 
six  former  cabinet  officials.  With  all 
that,  you  would  think  that  the  least 
the  Congress  could  do  would  be  to 
pass  a  budget. 

But  don't  count  on  it.  The  con- 
gressional budget  process  threatens 
to  collapse  into  civil  war  in  this 
election  year,  leaving  fiscal  policy 
in  a  shambles. 

It  will  be  very  hard  to  clean  up  a 
fiscal  mess  this  year  prior  to  the 
election,  but  I  am  hopeful  that  they 
will  stabilize  fiscal  policy  after  No- 
vember. All  of  us  will  be  subjected 
to  night  after  night  of  watching  the 
Democrats  blame  the  President  for 
the  budget  problem  and  vice  versa.  I 
think  the  American  people  arc  go- 
ing to  become  increasingly  impa- 
tient with  both  sides  in  Washington 
and  demand  that  they  straighten 
out  the  fiscal  problem. 

A  key  event  will  take  place  after 
the  election.  The  National  Com- 
mission on  Social  Security  Reform 
will  issue  its  report.  The  result  will 
be  to  create  a  sense  of  urgency  to 
resolve  the  Social  Security  problem 
and  related  budget  problems  in  ear- 
ly 1983.  The  period  after  the  elec- 
tion will  be  the  best  opportunity  we 
have  to  see  a  major  fiscal  compro- 
mise that  will  reduce  fears  of  exces- 
sive deficits  in  future  years. 

Actually,  this  year's  deficit  isn't 
that  excessive  at  this  phase  of  the 
economic  cycle.  But  if  the  deficits 
rise  in  the  recovery  period,  as  many 
economists  forecast,  it  will  have  an 
adverse  impact.  Of  course,  econo- 
mists' estimates  are  only  condition- 
al, forecasts  based  on  a  set  of  policy 
assumptions.  Their  deficit  forecasts 
for  three  or  four  years  ahead  aren't 
worth  much,  since  they  don't  know 
whether  Ronald  Reagan  or  Teddy 
Kennedy  will  be  making  policy.  I 
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I  think  that  there  might  be  just  a  few 
differences  in  their  approach. 

In  recent  weeks  the  stock  market 
j  has  backed  down  to  near  800.  I  have 
noticed  that  most  people  seem  to 
get  more  bearish  as  the  market  falls 
and  more  bullish  as  it  rises.  I  think 
the  prospects  for  1982  are  such  a 
mixed  bag  that  investors  should 
adopt  a  trading-range  mentality  on 
the  market,  buying  when  everyone 
gets  discouraged  and  the  market 
1  sinks,  and  raising  a  little  cash  when 
i  sentiment  improves  and  the  market 
recovers. 

For  all  practical  purposes,  the 
1981-82  recession   is  over.  That 
doesn't  mean  that  there  won't  be  a 
lot  of  bankruptcies  as  the  lawyers 
I  begin  to  catch  up  with  the  econom- 
;  ic  reality.  What  it  does  mean  is  that 
fears  of  a  downward  spiral  in  eco- 
i  nomic  activity  and  profits  will  ebb. 

At  today's  stock  price  levels,  I  am 
I  partial  to  some  of  the  cyclical 
;  stocks  that  don't  have  too  big  an 
exposure  to  capital  spending.  The 
capital  spending  sector  will  be  in 
tough  straits  this  year,  even  as  real 
GNP  begins  to  recover.  But  compa- 
nies that  can  benefit  even  from  a 
modest  recovery  of  overall  econom- 
ic activity  are  quite  attractive  at 
today's  prices. 

For  example,  Dow  Chemical  (21)  is 
a    stock    that    the  institutions 
couldn't  get  enough  of  several  years 
i  ago  at  over  50  a  share.  Now  that  the 
:  stock  has  dropped,  they  view  it  with 
i  a    skeptical    eye.    Its  oil-related 
Dowell  division  is  vulnerable  to  the 
;  slowdown  in  oil  drilling.  It  was  a 
major  beneficiary  of  the  debt-lever- 
age strategy  for  many  years,  but  that 
'  strategy  has  proved  less  successful 
in  the  high-rate  environment  of  the 
'  i  last  year  or  two.  But  I  would  bet  that 
|  Dow     management     will  prove 
shrewd  enough  to  adapt  to  new  cir- 
cumstances.  I  believe  that  the  ncga- 
|l  tives  are  fully  discounted,  and  the 
I:  stock  should  perform  well  as  skepti- 
m  cism  about  the  prospects  of  eco- 
I  nomic  recovery  begins  to  erode. 

The  operating  earnings  of  Dow 
'  have  stagnated  at  about  $3  a  share 
in  1981  and  1982. 1  expect  that  earn- 
ings should  rebound  to  about  $4.25 
in  1983.  By  1985,  earning  power 
could  be  as  high  as  $6.50  in  a  good 
I  economic  year. 

>\\  At  today's  price,  Dow  is  a  cheap 
I  but  out-of-favor  blue  chip.  1  think 
i  it's  a  good  investment.  ■ 
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Senility  and  improvidence  can  dissipate 
accumulated  capital.  With  tact  and  legal 
care,  the  problem  can  be,  met. 

PROTECT  YOURSELF 
AGAINST  YOURSELF 


By  John  Train 


Everybody  in  my  business  has  en- 
countered many  tough  human  situ- 
ations like  the  two  I  am  about  to 
describe.  They  are  situations  most 
of  us  could  face  one  day. 

Old  Mr.  Appleton,  a  peppery  octo- 
genarian, had  prospered  in  his  trade 
of  distributing  building  materials. 
He  found  good,  reliable  suppliers 
and  was  trusted  by  his  retailer  cus- 
tomers. In  his  middle  70s  he  became 
less  active.  By  the  time  he  turned 
80,  he  dropped  into  his  office  once 
or  twice  a  week  to  check  on  things 
but  had  essentially  turned  things 
over  to  the  younger  men.  Then  he 
noticed  that  his  memory  was  fail- 
ing. He  had  trouble  keeping  his  in- 
vestments straight,  mislaid  papers 
and  found  that  people  were  paying 
less  attention  to  what  he  said.  Did 
he  panic?  No,  he  was  a  stouthearted 
and  realistic  old  gentleman.  "Every- 
one gets  his  run,  and  I've  had  a  good 
one,"  he  said. 

But  what  should  he  do  about  his 
personal  affairs  when  he  could  no 
longer  look  after  them?  His  banker 
suggested  a  power  of  attorney  to  his 
son.  No.  Appleton's  daughter-in-law 
made  him  uneasy,  and  he  didn't  like 
being  under  anyone  else's  control. 

His  lawyer  came  up  with  another 
alternative:  When  he  thought  he  was 


John  Train  is  president  of  Train,  Smith, 
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losing  his  grip,  he  could  sign  himself 
into  a  conservatorship,  which  was 
subject  to  court  review,  and  which 
he  could  not  cast  off  without  court 
approval.  His  conservators,  typically 
family  members,  would  in  essence 
take  over  his  affairs. 

The  worst  idea  would  be  to  do 
nothing.  Should  his  mind  fail,  his 
family  would  have  to  seek  a  court- 
appointed  committee,  and  he  would 
have  to  be  certified  incompetent,  a 
humiliating  procedure. 

Few  of  us  realize  how  common 
this  situation  is  in  an  age  when  life 
expectancy  continues  to  increase 
and  when  the  specter  of  the  nursing 
home  lies  at  the  end  of  the  road  for 
so  many  of  us. 

Eventually,  Mr.  Appleton  and  his 
lawyer  determined  on  a  standby 
trust.  One  was  set  up,  with  just 
$1,000  in  it,  and  with  persons  in 
whom  Mr.  Appleton  had  confidence 
as  trustees. 

If  his  physician  certifies  to  the 
trustees  that  Mr.  Appleton  can  no 
longer  run  his  affairs,  then  his  per- 
sonal property  goes  into  the  trust 
under  the  exercise  of  a  durable  pow- 
er of  attorney  held  by  the  trustees, 
who  take  over  and  run  things  for  his 
benefit.  Until  then,  there  is  no  con- 
tinuing expense.  With  this  arrange- 
ment in  place,  Mr.  Appleton  feels 
confident.  So  what  if  he's  a  bit  for- 
getful? He's  enjoying  life. 

Professor  Grcenby  had  a  very  dif- 
ferent problem  at  the  opposite  end 
of  the  age  spectrum.  His  20-year-old 
daughter,  Emily,  was  bright  but 
hopelessly  improvident.  Money 
slipped  like  sand  through  her  fin- 
gers. She  couldn't  refuse  a  touch 
from  a  friend  or  acquaintance. 

She  bought  dresses  that  after  a 
month  she  never  wore  again.  She 
"invested"  in  paintings  that  be- 
longed in  a  motel.  She  traveled  to 
Europe  with  a  group  and  was  amply 
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provisioned  with  traveler's  checks, 
but  twice  ran  dry  and  had  to  cable 
for  additional  funds.  Emily's  grand- 
mother had  left  a  trust  that  distrib- 
uted capital  to  Emily's  generation 
as  they  turned  21,  and  the  Greenbys 
(who  were  both  teachers  and  had 
little  capital  of  their  own)  had 
gloomy  forebodings  over  what  a 
quarter  of  a  million  dollars  in  one 
lump  sum  would  do  to  Emily.  A 
couple  of  smoothies  had  started 
making  an  investment  of  their  own 
in  Emily,  taking  her  to  nightclubs 
and  turning  her  head  with  tales  of 
jetting  from  Gstaad  to  Acapulco. 
What  to  do? 

One  day  the  professor  confided 
over  lunch  at  the  Faculty  Club  to 
the  provost  of  the  university,  an  ex- 
perienced man.  A  week  later  the 
provost  introduced  the  professor  to 
his  old  family  lawyer.  A  few  months 
before  Emily  turned  21,  she,  Profes- 
sor Greenby  and  the  lawyer  had  a 
couple  of  good  talks.  Emily  agreed 
that  she  did  not  want  to  be  bur- 
dened with  business  decisions.  She 
didn't  understand  business  or  in- 
vestments and  didn't  want  to.  She 
knew  she  was  an  easy  mark. 

So  she  readily  agreed  to  put  her 
inheritance,  when  it  arrived,  into  a 
trust  to  be  managed  for  her  benefit. 

The  instrument  that  the  lawyer 
prepared  for  Emily,  along  with  a 
one-page  summary,  provided  that 
her  trustees  (her  father  and  a  trusted 
family  adviser)  were  to  invest  the 
capital  for  her  benefit  and  could 
make  distributions  of  capital.  Emily 
received  all  income.  She  could  re- 
voke the  trust,  but  only  with  the 
consent  of  the  family  adviser. 

Such  a  trust  has  no  tax  effect.  She 
would  pay  the  income  and  capital 
gains  taxes  in  her  own  bracket,  ex- 
actly as  though  she  owned  the  mon- 
ey outright.  But  she  couldn't  spend 
more  than  the  income  the  trustees 
agreed  on. 

On  the  morning  Emily  turned  21, 
her  father  arrived  at  the  breakfast 
table  with  the  document.  Emily 
signed  without  hesitation. 

Both  of  these  problems,  or  vari- 
ations on  them,  are  likely  to  be 
faced  by  anyone  prosperous  enough 
to  be  reading  Forbes  magazine.  The 
human  dimension  of  the  problem 
must  be  handled  with  tact  and  con- 
sideration. The  legal  and  financial 
solutions  are  simple  enough  and 
readily  available.  ■ 
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Special  Introductory  Trial  Offer! 

Value  Line  for  the  next 
10  weeks  for  only  $33 


leasons  for  this  offer: 

ere's  an  opportunity  to  receive  the  complete  Value  Line 
jrvice  for  the  next  10  weeks  at  about  half  the  regular  rate, 
his  offer  is  limited  to  one  individual  in  a  household  that 
is  not  already  had  a  subscription  to  The  Value  Line  In- 
stment  Survey  during  the  past  two  years.  Why  do  we  offer 
is  price  reduction  to  new  trial  subscribers  only?  Because 
9  have  found  that  a  high  percentage  of  those  who  once  try 
alue  Line  for  a  number  of  weeks  stay  with  it  on  a  long-term 
isis.  The  resulting  increase  in  circulation  enables  us  to 
ovide  the  service  to  our  long-term  subscribers  for  a  lower 
inual  rate  than  would  otherwise  be  possible. 

lomplete  Coverage: 

he  Value  Line  Investment  Survey  continually  reviews 
ore  than  1700  stocks.  Key  data  and  ratings  of  each  stock 
e  updated  every  week  in  our  Summary  &  Index.  In  addi- 
m,  each  stock  is  t  he  subject  of  a  new  full-page  report  every 
weeks,  in  regular  rotation.  About  130  new  full-page 
ports  are  issued  each  week.  Filing  takes  less  than  a  minute 
week.  All  this  material  is  so  organized  in  your  binder  that 
u  can  quickly  turn  to  a  continually  updated  report  on 
most  any  leading  stock.  You  also  receive  our  weekly 
[selection  &  Opinion"  section  bringing  you  Value  Line's 
recast  of  the  economy  and  the  stock  market,  advice  on  in- 
stment  policy,  in-depth  analyses  of  especially  recom- 
ended  stocks,  Value  Line  market  averages,  and  other 
atures. 

'his  is  a  sample  full-page  report  on  one  of  the  1700  stocks  regular- 
reviewed  by  Value  Line,  reduced  from  8' 2"  x  11".) 


Bonus: 

Under  this  special  trial  offer  you  receive — as  a  bonus  at  no 
extra  charge — the  very  latest  full-page  reports  on  each  of  the 
more  than  1700  stocks  .  .  . 

Value  Line's  complete  2000-page  In- 
vestors Reference  Service  with  our 
full-page  reports  on  all  stocks  under 
review — fully  indexed  for  your  im- 
mediate reference — to  be  updated  by 
new  reports  sent  weekly. 

And  this  bonus  too: 


Value  Unr  Methods 


Evaluating 
Common 
Stocks 


The  96-page  booklet,  "Evaluating  Common 
Stocks,"  by  Arnold  Bernhard,  Research 
Chairman,  The  Value  Line  Investment 
Survey,  explains  how  even  inexperienced 
investors  can  apply  thousands  of  hours  of 
professional  research  to  their  own  portfolios 
by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in  next  12  months), 
the  other  for  Safety. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line  Service  is  not  all  that  you 
expect  it  to  be,  you  may  return  the  material  we  send  you 
within  30  days  for  a  full  and  unquestioned  refund  of  your 
$33.  This  subscription  is  tax-deductible  if  utilized  to  aid  in 
the  management  of  your  investments. 

CALL  TOLL-FREE: 
If  you  have  Matter  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

711  Third  Ave.,  New  York,  N.Y.  10017 

.»»•»».■  etrnmrnm        Dept.  216B21 

INTRODUCTORY  OFFER  K 

□  Begin  my  10-week  trial  subscription  for  $33  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  tor  $330  and  send  me 
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Psychology  &  Investing 


By  Srully  Blotnick 


How  a  logical-sounding  investment 
strategy  backfired  and  burned  masses  of 
investors  who  allegedly  had  it  made. 

"BUT  IT  WAS 
A  SURE  THING" 


the  charts.  The  company's  business 
was  in  great  shape."  The  price  of  the 
shares  reflected  the  growth  in  sales 
and  earnings,  moving  up  from  5  in 
1974  to.  nearly  32  in  1982  in  ADP's 
case,  and  3  in  1974  to  nearly  58  in 
1981  in  Tymshare's  case. 

The  gradualness  of  the  rise,  cou- 
pled with  a  solid  increase  in  the 
underlying  fundamentals,  lulled  in- 
vestors into  thinking  that  nothing 
could  go  wrong.  When  something 
did,  they  were  unprepared.  Appalled 
at  what  was  happening,  these  inves- 
tors found  themselves  questioning  a 
strategy  that  had  previously  seemed 
impeccable  to  them. 

The  strategy  followed  this  logic: 
"I  can  imagine  a  time  in  the  future 
when  there  will  be  a  glut  of  hard- 
ware— that  is,  too  many  large,  small 
and  medium-size  computers 
around.  When  every  office  and 
home  has  at  least  one,  I  realize  the 
computer  manufacturers  may  be  in 
for  some  trouble.  Then,  like  the 
makers  of  cars,  TVs  and  stereos,  the 
growth  of  these  firms  will  slow, 
their  margins  will  be  squeezed  and 
maybe  their  earnings  erased. 

"But  the  more  of  these  machines 
there  are,  the  more  of  a  need  there 
will  be  for  programs.  Even  if  no  one 
is  making  money  from  the  hard- 
ware, there  will  still  be  fortunes  to 
be  made  from  the  instructions  that 
tell  the  machine  what  to  do.  There 
will  always  be  a  market  for  ingenu- 
ity, especially  with  so  much  hard- 
ware in  place  to  guarantee  the  exis- 
tence of  that  market." 

The  old  razor  blade  concept.  It 
worked  in  home  entertainment,  for 
example,  where  opera  and  rock  stars 
could  still  make  millions  annual- 
ly— even  if  the  manufacturers  of 
record-  and  tape-playing  equipment 
could  not.  A  film  production  com- 
pany could  make  it  big  with  a  TV 
series  that  became  a  hit  (say,  Lori- 
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"Why  the  hell  is  this  stock  falling?" 
asked  one  investor  who  has  a  sub- 
stantial position  in  Automatic  Data 
Processing.  "Sales  will  be  up  this 
year  and  next;  so  will  earnings.  And 
dividends  have  been  raised  every 
year  [since  they  were  first  instituted 
in  1974]."  But  the  shares  have 
dropped  sharply,  and  are  trading  at 
more  than  25%  below  their  52- 
week  high. 

Other  computer  software  stocks, 
such  as  Computer  Sciences  and 
Tymshare,  also  have  been  battered. 
Tymshare's  stockholders  watched 
the  shares  fall  from  more  than  57  (in 
the  spring  of  1981)  to  16  (in  the 
winter  of  1981-82),  a  72%  loss  in 
less  than  12  months. 

The  sense  of  shock  among  these 
stockholders  is  worse  than  among 
holders  of  more  obviously  specula- 
tive stocks.  Suppose  you  take  a  flier 
in  International  Harvester  and  it 
goes  sour.  You  are  burned  but  prob- 
ably philosophical;  you  knew  the 
risk.  But  when  you  invest  in  compa- 
nies that  you  expect  to  do  well,  they 
do,  and  the  stock  drops  anyway,  you 
are  shaken;  all's  not  well  with  the 
world.  It  is  behaving  unpredictably. 

As  the  shareholders  of  ADP  and 
Tymshare  quoted  above  rightly  in- 
sist, "I  wasn't  scooping  this  one  off 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
md  Winning:  The  Psychology  of  Successful 
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mar,  with  Dallas),  while  the  maker 
of  the  TV  on  which  it  was  shown 
barely  scraped  by. 

In  short,  wherever  they  looked, 
they  were  certain  they  saw  evidence 
of  a  new  trend  that  would  be  crucial 
for  investors:  In  computers  the  big 
money  will  be  made  in  software, 
not  in  hardware;  the  programs,  not 
the  machines.  The  investment 
strategy  that  followed  naturally 
from  that  perception:  Sell  the  main- 
frame manufacturers,  the  makers  of 
computers  large  and  small.  Buy  the 
shares  of  software  companies. 

What  went  wrong  with  this 
promising  strategy?  There  was  a 
hidden  flaw  in  the  logic.  To  begin 
with,  even  now  there  may  be  too 
many  hardware  manufacturers,  but 
the  expense  of  setting  up  a  viable 
firm  is  so  great,  the  number  of  suc- 
cessful newcomers  is  relatively 
small.  The  costs  are  high  enough  to 
act  as  a  barrier  to  people  who  want 
to  enter  the  field. 

Not  so  with  software.  Precisely 
because  it  is  labor-  instead  of  cap- 
ital-intensive, and  requires  ingenu- 
ity more  than  cash,  talented  new 
entrants  appear  daily.  In  short,  no 
one  "has  it  made"  in  this  field. 

Second,  the  effects  of  AT&T's 
proposed  dismemberment  have  yet 
to  be  seen,  but  one  important  conse- 
quence is  already  being  felt.  Inves- 
tors have  long  been  used  to  thinking 
that  asset  plays  are  one  kind  of 
stock  and  companies  specializing  in 
a  service  (say,  Federal  Express  or 
Hospital  Corp.  of  America)  are  an- 
other. AT&T's  metamorphosis  is 
destroying  the  dichotomy  between 
assets  and  service  as  a  generator  of 
corporate  income. 

The  fact  that  the  world's  largest 
corporate  asset  pile  is  preparing  to 
become  more  aggressive  about  in- 
formation-processing revenues  has 
made  investors  realize  that  comput- 
er hardware  makers  of  all  sorts 
might  soon  go  after  the  profits  that 
service  and  custom  programs  might 
provide.  In  other  words,  the  razor 
manufacturers  might  start  turning 
out  blades.  The  sharp  separation  be- 
tween hardware  and  software  man- 
ufacturers would  end.  This  separa- 
tion officially  had  its  start  in  1973 
when  IBM  sold  its  Service  Bureau  to 
Control  Data.  The  dismantling  of 
AT&T  ends  the  age  of  neat  distinc- 
tions between  assets  and  services  as 
a  source  of  earnings.  ■ 
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Commodities 
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If  you  dorit  need  hand-holding  in  order 
to  trade  commodities,  you  might  want  to 
consider  the  use  of  a  discount  broker. 

A  TRADING  EDGE 


By  Stanley  W.  Angrist 


You  don't  have  to  trade  commod- 
ities for  very  long  before  you  realize 
that  commissions  can  have  a  major 
impact  on  your  trading  program. 
The  general  rule  of  thumb  is  that 
most  traders  will  turn  over  to  their 
brokers  25%  to  40%  of  their  ac- 
count's equity  in  the  course  of  a 
year.  This  fact  has  a  tendency  to 
make  brokerage  houses  very  inter- 
ested in  attracting  commodity  cli- 
ents. Brokers  know  that  commodity 
clients  have  a  good  deal  more  activ- 
ity in  their  accounts  than  the  usual 
stock  clients.  One  good  commodity 
client  can  provide  the  wherewithal 
to  straighten  a  mouthful  of  teeth  or 
send  a  kid  to  summer  camp. 

Until  1978  there  was  essentially 
no  alternative  to  paying  full  com- 
missions on  each  trade.  But  in  that 
year  commodity  commissions  be- 
came fully  negotiable.  At  first  the 
only  traders  getting  discounts  were 
the  large  ones,  who  used  their  vol- 
ume as  a  lever  to  move  the  brokerage 
houses  away  from  full  commissions. 
And  then,  just  as  in  the  case  of  stock 
brokerage  firms,  discount  commod- 
ity brokers  came  into  being. 

It  should  be  recognized  at  the  out- 
set that  trading  through  a  discount 
broker  is  not  for  everyone.  It  should 
also  be  obvious  that  something(s) 
must  be  sacrificed  when  a  discount 

Stanley  W.  Angrist  «  a  professor  at  Carnegie 
Mellon  University  and  the  author  of  Sensi- 
ble Speculating  in  Commodities. 


broker  offers  you  rates  that  are  50% 
to  70%  under  those  charged  by  tra- 
ditional brokerage  houses. 

The  first  thing  that  is  given  up  are 
the  services  that  a  broker  usually 
gives  when  you  phone  him  or  her  to 
discuss  a  trade.  You  might  ask  your 
broker:  "Say,  Sam,  do  you  think  this 
is  a  good  time  to  go  long  cattle?" 
Discount  brokers  simply  won't  an- 
swer such  hand-holding  type  ques- 
tions. They  will  take  your  order  to 
do  anything  you  want  to  do,  but 
they  won't  recommend  any  trades. 
Unhke  a  traditional  brokerage 
house,  the  people  who  take  your 
orders  are  on  a  salary  that  does  not 
depend  on  the  volume  of  trades  that 
they  handle. 

What  you  will  get  from  a  discount 
broker  is  improved  trading  results  if 
you  make  your  own  trading  deci- 
sions. Even  if  you  make  as  few  as 


ten  trades  a  month  you  will  save  at 
least  $4,000  a  year  in  commissions. 
That  amount  is  enough  to  turn 
many  traders  with  losing  records 
into  traders  with  winning  records. 

Most  discount  brokers  have  toll- 
free  (800)  telephone  numbers  for 
placing  orders  or  supplying  quotes. 
Most  companies  will  also  pass 
along  opening  calls  and  have  week- 
ly market  letters  that  contain  some 
trading  recommendations. 

Moreover,  most  of  the  firms  list- 
ed in  the  table  below  have  some  sort 
of  program  wherein  a  trader  may 
keep  a  portion  of  his  margin  money 
in  Treasury  bills,  which  earn  inter- 
est, while  acting  as  margin  at  the 
same  time.  A  number  of  these  dis- 
count brokers  are  clearing  members 
of  at  least  one  of  the  major  com- 
modity exchanges. 

Traders  who  rely  heavily  on  rhe 
advice  of  their  brokers  and  who  are 
satisfied  with  their  trading  results 
should  not  consider  changing  to  a 
discount  broker.  If  your  broker  con- 
sistently produces  good  results,  the 
extra  commissions  you  pay  are  well 
worth  it.  Furthermore,  if  your  broker 
provides  you  psychological  support, 
you  probably  should  not  consider 
switching  to  a  discounter.  However, 
if  you  are  looking  for  a  broker  to  fill 
your  orders  in  an  expeditious  and 
inexpensive  manner,  discount  firms 
are  well  worth  checking  out.  ■ 


Suitable  for  everyday  use 

These  discount  commodity  brokers  are  among  the  most  aggressive  in 

cultivating  speculators  who  make  their  own  trading  decisions. 

 Round-turn  commissions  

Firm  name 

Minimum 

over- 

day 

phone 

size  acct 

night 

trade 

spread 

Apache  Trading  Corp 

none 

$20 

$20 

$30 

800-327-7267 

Connecticut  Commodities  Corp 

$  5,000 

25 

22 

50 

800-243-0816 

Eastern  Capital  Corp 

5,000 

29 

26 

39 

800-343-7244 

Futures  Discount  Group 

3,000 

23 

23 

38 

800-621-1414 

Haas  Securities  Corp 

5,000 

30 

25 

40 

800-323-9604 

Jack  Carl  Associates  Inc 

5,000 

25 

20 

38 

800-621-0255 

K&S  Commodities  Inc 

5,000 

24 

24 

24 

800-621-2016 

Lind-Waldock  &  Co 

5,000 

27 

23 

38 

800-621-0762 

Macro/Source  Commodities 

10,000 

29 

29 

44 

800-221-4203 

Commissions  shown  are  typical  for  those  charged  on  a  s 

ngle  contract  trade.  In  some  cases  additional 

discounts  are  available  for  larger-volume  t 

ades 

_J 

cnoorc  n  imp  11  lOfli 


183 


Venture  Capital 


To  Europeans,  venture  capital  was  too 
crass;  an  upstart.  Suddenly,  from  London 
to  Zurich  they  want  to  know  all  about  it. 

THE  NEXT 
GREAT  EXPORT? 


By  Thomas  P.  Murphy 


Stanley  E.  Pratt,. 50,  is  the  tough- 
minded,  articulate  publisher  of 
Wellesley  Hills,  Mass. -based  Ven- 
ture Capital  Journal,  the  industry's 
$395-a-year  newsletter.  For  over  a 
year  now  Pratt  has  been  traveling  to 
Europe  to  spread  the  venture  capital 
gospel.  His  audiences — bankers,  in- 
dustrialists, government  officials — 
range  from  Stockholm  and  Zurich 
to  London  and  the  Common  Market 
in  Brussels.  "Even  the  socialist  gov- 
ernments are  interested,"  Pratt 
says.  "I  don't  know  if  it's  because  of 
or  in  spite  of." 

The  sudden  popularity  of  Pratt 
and  his  subject  are  a  measure  of 
European  businessmen's  despair 
over  their  economies. 

While  both  North  America  and 
Europe  seem  equally  mired  in  reces- 
sion, there  is  a  critical  difference. 
The  Americans  have  their  Route 
128  and  Silicon  Valley,  the  Canadi- 
ans have  their  Silicon  Valley  North, 
near  Ottawa — major  stakes  in  the 
industries  of  the  future.  Europe  has 
nothing  comparable.  Small,  high- 
technology  companies  rarely  take 
root  and  flourish  there.  The  old 
technology  giants,  the  Siemens  and 
Telefunkens,  seem  to  arrive  too  late 
with  products  that  are  overengi- 
neered  and  overpriced. 

So  the  Europeans  now  listen  to 
Stanley  Pratt.  Venture  capital,  a 
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process  they  chose  to  ignore,  or  dis- 
dain when  I  tried  to  talk  to  them 
about  it  in  the  late  Seventies,  has 
suddenly  become  very  interesting. 

What  does  Stan  Pratt  tell  them? 
"I  use  the  same  slides,"  Pratt  says, 
"that  I  use  in  this  country — growth 
of  the  industry,  return  on  invest- 
ment, the  cycle  of  early  failures  and 
late  successes."  But  the  heart  of  the 
lecture  isn't  the  numbers.  The  se- 
cret ingredient  is  experience.  The 
U.S.,  unlike  Europe,  has  experi- 
enced venture  capitalists. 

As  Pratt  reconstructs  the  history 
of  the  industry,  he  concludes  that 
venture  capital  was  a  mediocre  per- 
former in  the  1960s  "because  there 
weren't  any  experienced  venture 
capitalists."  It  was  the  survivors  of 
that  period,  but  particularly  the 
venture  capitalists  who  succeeded 
through  the  1974-75  recession,  that 
created  today's  success. 

The  Europeans,  Pratt  finds,  still 
imagine  that  venture  capital  is  an 
exotic  extension  of  investment 
banking  or  commercial  banking.  "It 
isn't,"  he  says.  "Financial  people 
are  passive  investors.  If  they  don't 
like  the  way  a  company  is  going, 
they  sell  their  investment  and  walk 
away.  A  venture  capitalist  can't  do 
that.  He  is  locked  in.  He  is  prepared 
to  wait  a  long  time.  He  expects  to 
work  with  management,  and  he 
knows  how  to  do  it." 

It's  no  accident,  then,  that  many 
of  the  younger  generation  of  Ameri- 
can capitalists  lack  financial  back- 
ground. They  have  come  from  the 
operating  side  of  industry. 

In  the  final  analysis,  venture  cap- 
ital is  not  a  financial  business  but  a 
people-judging  business,  which  is 
why  Pratt  thinks  that  banks  and 
other  fiduciary  institutions  make 
poor  venture  capitalists. 

"What  can  a  fiduciary  do,"  Pratt 
asks  rhetorically,  "when  the  entre- 
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preneur  calls  and  says  he  has  to 
have  more  money  or  he'll  be  out  of 
business  next  week?  The  fiduciary 
has  three  choices.  It  can  say  yes,  in 
which  case  it  will  probably  be  sued 
for  imprudent  investing.  Or  it  can 
say  no,  in  which  case  it  will  prob- 
ably be  sued  by  the  entrepreneur. 
Or,  it  can  do  what  most  of  them  do, 
say  maybe.  I  know  a  number  of 
businesses  that  failed  while  fidu- 
ciary investors  agonized  over  re- 
quests for  more  capital." 

Talking  with  Pratt,  you  get  the 
sense  that  venture  capitalists  are  a 
special  breed,  one  native  to  the  U.S. 
"The  entrepreneur  is  America's  folk 
hero  of  the  Eighties,"  Pratt  says. 
"But  in  Europe,  many  people  still 
look  down  on  someone  crass  enough 
to  want  to  make  a  lot  of  money  and 
crack  the  establishment." 

There  are  institutional  barriers  as 
well.  "Higher  taxes,  income  taxes 
and  capital  gains  taxes  make  enter- 
prise less  rewarding  in  Europe,"  says 
Pratt.  "In  Sweden,"  he  notes,  "there 
are  a  lot  of  cottage  industries  that 
could  grow  if  their  owners  wanted 
them  to.  They  don't.  As  soon  as  you 
get  beyond  a  certain  size,  you  get 
involved  with  the  government  bu- 
reaucracy." There  is  also  the  prob- 
lem of  cashing  in  on  success.  "Eu- 
rope," he  points  out,  "has  nothing 
like  our  over-the-counter  market.  It 
is  very  hard  to  go  public  with  a 
successful  small  company." 

Europe's  labor  laws  hurt,  too.  "I 
was  talking  to  the  owner  of  a  busi- 
ness in  a  Benelux  country,"  Pratt 
says,  "and  even  though  business  is 
good,  he  is  reluctant  to  expand.  'I'm 
afraid  to  hire  anybody,'  the  entre- 
preneur told  me.  'If  I  make  a  mis- 
take, it  costs  me  an  arm  and  a  leg.  I 
can't  get  rid  of  them.'  " 

Nevertheless,  there  are  plenty  of 
opportunities.  "The  British,"  Pratt 
notes,  "are  very  good  at  computer 
software.  The  Swedes  have  excel- 
lent energy-management  technolo- 
gy." His  conclusion  is  that  the  U.S. 
has  a  new  export  that  will  be  in 
demand  in  Europe:  the  venture  cap- 
italist. He  thinks  that  Europe  has 
plenty  of  potential  ventures  simply 
crying  out  for  a  midwife.  Two 
American  venture  firms  have  al- 
ready set  up  shop  in  London.  TA. 
Associates,  a  Boston  firm,  is  there, 
along  with  Alan  Patricoff  Asso- 
ciates from  New  York.  Who  says 
the  U.S.  has  lost  its  touch?  ■ 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  June  24,  1922) 

"What  will  the  second  half  of  1922 
bring  forth?  Briefly,  improvement  in 
business  should  be  distinctly  more 
pronounced  six  months  from  now — ;/'. 
Any  hopeful  forecast  must  be  based  on 
the  assumption  that  business  and  fi- 
nancial leaders  will  not  yield  to  temp- 
tation to  mark  up  prices  one  cent  far- 
ther than  may  be  absolutely  necessary. 
Already  there  have  been  stray  symp- 
toms of  a  disposition  to  advance  prices 
without  adequate  justification.  This  is 
no  time  to  revert  to  the  old  rule  of  'all 
the  traffic  will  bear.'  Indications  are 
that  in  a  good  many  lines  demand  will 
increase  so  substantially  that  produc- 
ers may  be  in  a  position  to  raise  prices 
and  still  dispose  of  their  goods. 

"But  if  renewed  inflation  is  embarked 
upon,  the  outcome  will  not  be  hard  to 
foretell;  the  outcome  will  inevitably  be 
another  relapse,  not  to  say  collapse,  soon- 
er rather  than  later. " 

"Maximum  fair  prices  for  spot  coal 
were  announced  by  Secretary  Hoover 
after  reaching  agreements  with  com- 
mittees representing  the  producers.  It 
was  determined  that  in  the  Alabama 
district  the  fair  price  should  be  25 
cents  below  the  final  'Garfield  scale,' 
or  a  maximum  of  $2.20  to  $2.60  a  ton. 
In  the  Kentucky,  Tennessee  and  West 
Virginia  fields,  the  maximum  price 
was  fixed  at  $3.50  a  ton." 

Fifty  years  ago 

(June  15,  1932) 

j!"The  most  ruinous  annihilation  of 

I  market  values  has  been  in  the  shares 
of  holding  companies.  The  art  of  orga- 
nizing such  companies  has  been  car- 
ried farther  in  the  [public]  utility  field 
I  than  elsewhere.  There  have  been 
companies  within  companies,  and 
;  then  more  companies  within  more 
I  companies,  one  pyramided  on  another 
in  bewildering  intricacy.  When  pros- 
j  perity  waxed  furiously,  the  balance 
left  for  the  common  stock  of  the  ulti- 
•  mate  holding  company  often  was 
|  such    that    quotations  multiplied 
|  manifold.  But  when  depression  came, 
|  the  balance  left  for  such  stocks  was 
]  the  first  to  disappear.  Hence  the  ap- 
i  palling  losses  suffered  by  those  who 
'  bought  holding  company  shares  at 
!  dizzy  prices." 

The  public  utility  holding  corn- 
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Nice  price?  But  price  levels  are  up  600%  since  1932;  and  there  was  the  wear  and  tear 
of  taking  a  night  train  from  Neiv  York  to  Cleveland  or  Columbus,  then  American 's  tri- 
motor  Fokkers  all  day  to  Dallas,  then  overnight  by  red-eye  special  to  Los  Angeles. 


pany,  remarked  one  critical  observer, 
was  "one  of  the  fanciest  financial 
erections— one  could  hardly  call  it  a 
structure — of  the  New  Economic  Era 
[the  1920s]."  But  these  many-layered 
organizations,  with  their  numerous 
cross-connections  and  securities 
floated  by  units  at  every  level,  led  a 
more  impartial  historian  to  describe 
them  as  "great  organisms  so  intricate 
that  even  their  creators  could  neither 
describe  nor  remember  them." 

Some  of  the  earliest  such  holding 
companies  were  apparently  formed  to 
facilitate  the  sale  of  equipment:  Thus 
General  Electric  set  up  Electric  Bond 
&  Share  (which  metamorphosed  into 
today's  Ebasco)  in  1904  to  hold  the 
stocks  of  electric  operating  compa- 
nies, then  in  1924  spun  it  off  to  GE's 
own  shareholders.  But  spurred  by  the 
large  profits  to  be  made  from  floating 
their  securities,  the  holding  compa- 
nies waxed  until  by  the  end  of  the 
1920s  ten  systems  sold  some  75%  of 
the  nation's  electric  power. 

Unfortunately,  as  the  above  item 
suggests,  their  decline  was  swift  and 
brutal.  But  it  would  take  the  vast  po- 
litical overturn  of  the  New  Deal  and  a 
decade  of  hard,  slogging  work  before 
the  holding  company  structures  could 
be  pruned  into  sensible  shape. 

"Domestic  dirigible  service  has  not 

been  particularly  successful  in  the  few 
feeble  tries  at  commercial  operation, 
but  Goodyear  Tire  &  Rubber  Co.  is 
continuing  its  progress  in  that  direc- 


tion. The  company  has  leased  a  por- 
tion of  the  Milwaukee  airport  and  will 
erect  a  hanger  to  accommodate  one  of 
the  company's  dirigibles.  Establish- 
ment of  a  regular  dirigible  service  from 
Cleveland,  Chicago,  New  York  or  Ak- 
ron appears  an  early  prospect." 

"The  party  conventions  now  hold  the 
spotlight  of  political  attention.  The 
Republican  convention  opens  in  the 
Chicago  Stadium  on  June  14,  with  a 
probable  duration  of  not  more  than 
five  or  six  days,  and  the  almost  certain 
renomination  of  President  Hoover. 
The  Democratic  national  convention 
will  open  in  Chicago  on  June  27. 
Nominations  by  the  Democrats  are 
much  less  definite,  and  the  conven- 
tion is  likely  to  drag  on  well  into  July." 

Twenty-five  years  ago 

(June  15,  1957) 

"The  $10  billion  mutual  fund  indus- 
try was  poised  early  this  month  for 
what  might  well  be  one  of  the  hottest 
things  to  come  its  way  since  the  high- 
ly successful  launching  of  the  $175- 
million  worth  of  Canadian  plowback 
funds  in  1955.  What  are  the  fundmen 
excited  about?  Tax-exempt  bond 
funds.  No  such  fund  is  actually  in 
existence,  except  for  a  slightly  offbeat 
one  organized  by  the  brokerage  house 
of  Ira  Haupt  &  Co.  But  at  least  three 
major  mutual  fund  managements  ttre 
about  to  start  planning  them.  ..." 
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The  spending  of  our  energies 
is  the  greatest  possible 
stimulus  to  their  re-creation. 
Charles  Darwin 


When  your  day  is  largely  made 
up  of  energetic,  concentrated 
effort,  provide  for  periods  of 
complete  relaxation  when  you 
can  take  it  easy  and  recharge 
your  batteries. 
Grenville  Kleiser 


A  man  should  work  eight  hours 
and  sleep  eight  hours  but 
not  the  same  eight  hours. 
Elmer  G.  Leterman 


Slow  down  and  enjoy  life. 
It's  not  only  the  scenery 
you  miss  by  going  too  fast — 
you  also  miss  the  sense  of 
where  you're  going  and  why. 
Eddie  Cantor 


A  Text . . . 

For  bodily  exercise 
profiteth  little:  but 
godliness  is  profitable 
unto  all  things,  having 
promise  of  the  life  that 
now  is,  and  of  that  which 
is  to  come. 
I  Timothy  4:8 


Sent  in  by  Burt  P.  Dyson,  Phoenix,  Ariz. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


The  anticipation  of  vacation 
often  provides  more  pleasure 
than  the  vacation  itself. 
Frank  Tyger 


This  summer  one-third  of  the 
nation  will  be  ill-housed, 
iil-nourished  and  ill-clad. 
Only  they  call  it  vacation. 
Joseph  Salak 


Thoughts 

on  the  Business  of  Life 


There  are  almost  as  many 
forms  of  recreation  and 
diversion  as  there  are 
human  beings.  But  it  can 
he  laid  down  as  a  universal 
rule  that  every  man,  woman 
and  child  needs  some  kind 
of  recreation,  some  kind 
of  entertainment,  some 
kind  of  amusement.  We  all 
have  to  fight  the  battle 
of  life.  Whether  we  use 
our  leisure  to  recreate 
power  or  dissipate  power 
is  of  decisive  moment. 
B.C.  Forbes 


Leisure  is  the  relaxation  of 
the  working  class.  And  it's 
the  work  of  the  leisure  class. 
Robert  Half 


Like  the  bee,  we  must  make 
our  industry  our  amusement. 
Oliver  Goldsmith 


Laziness  is  particularly 
lethal.  Laziness  does  not 
only  consist  in  doing 
nothing,  in  sleeping  too 
long,  in  working  badly  or 
not  at  all,  but  also  in 
devoting  our  leisure  to 
stupid  or  useless  things. 
Alexis  Carrel 


All  the  art  of  living  lies 
in  a  fine  mingling  of 
letting  go  and  holding  on. 
Havelock  Ellis 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York.  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


It  would  do  the  world  good  if 
every  man  in  it  would  compel 
himself  occasionally  to  be 
absolutely  alone.  Most  of  the 
world's  progress  has  come 
out  of  such  loneliness. 
Bruce  Barton 


I  am  never  less  alone 
than  when  alone. 
Scipio  Africanus 


I  never  found  the  companion 
that  was  as  companionable 
as  solitude. 

Henry  David  Thoreau 


If  you  don't  enjoy  your  own 
company,  you're  probably  right. 
Arnold  Glasow 


Men  that  cannot  entertain 
themselves  want  somebody, 
though  they  care  for  nobody. 
George  Savile 


Virtue  has  always  been 
conceived  of  as  victorious 
resistance  to  one's  vital  desire 
to  do  this,  that  or  the  other. 
James  Branch  Cabell 


One  man  in  a  thousand 
can  play  tennis  through 
his  50s.  But  the  rest  of  us 
must  drop  it  early  or  it 
will  drop  us  with  a  bang. 
Walter  B.  Pitkin 


Talk  is  by  far  the  most 
accessible  of  pleasures.  It 
costs  nothing  in  money,  it 
is  all  profit,  it  completes 
our  education,  founds  and 
fosters  friendships,  and  can 
be  enjoyed  at  any  age  and  in 
almost  any  state  of  health. 
Robert  Louis  Stevenson 


I  am  a  great  friend  to 
public  amusements,  for  they 
keep  people  from  vice. 
Samuel  Johnson 
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DEARBORN 

Hyatt  Regency  is  convenient 

to  Detroit  Airport, 
\  Ford  World  Headquarters. 


r 


NEW  YORK 

Grand  Hyatt  on 
fashionable  Park  Avenue 
at  Grand  Central. 


Welcome  is  the  language  of 
fresh  flowers  in  all  Hyatt  Hotels.  Let  your 
spirit  soar  in  the  surroundings  of  flowers 
and  natural  greenery  throughout  the 
hotel.  It's  called  a  touch  of  Hyatt®. 

Other  hotels  try  to  give  you  a 
touch  of  Hyatt,  but  only  Hyatt  gives  you 
them  all.  It's  this  basis  for  comparison 
that  means  you  get  your  money's  worth 

Capture  the  Hyatt  spirit  at  109 
hotels  worldwide.  Weekend  rates  are 
another  special  touch  of  Hyatt*  .  For 
reservations,  call  youT^ravel  planner  or 
800  228  9000. 


PHOENIX 

Stay  at  Hyatt  across 
from  Phoenix  Civic  Plaza 
and  Convention  Center. 


SAN  ANTONIO 

i 

( 


Hyatt  is  on  the  Riverwalk 
across  from  the  Alamo. 


VANCOUVER 

On  Discovery  Square, 
overlooking  Vancouver  Harbor  and 
convenient  to  business  district. 
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HYATT0HOTELS 


►  WHEN  Postman 
Mackenzie  of 
Perthshire,  Scotland, 
makes  a  delivery . . . 


it  s  always  special, 
g&pd  things  in  life 
stay  that  way. 


Preferred  for  smoothness, 
Dewar's®  never  varies. 


mm®** 


BLENDED  SCOTCH  WHISKY  .  86  8  PROOF  -.t  1932  SCHENLEY  IMPORTS  CO..  N.Y..  NY. 


Authentic,** 1 

The  Dewar  Highlander  k 
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